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Special  Committee  on  the  Investigation 
OF  THE  American  Sugar  Refining  Co.  and  others, 

House  of  Representatives, 

Friday,  June  23, 1911. 

TESTIMONY  OF  MR.  THOMAS  R.  CUTLER— Continued. 

Mr.  Cutler.  Mr.  Chairman,  before  proceeding  I  would  like  to 
correct  one  statement  I  made  yesterday. 

The  Chairman.  Certainly,  Mr.  Cutler. 

Mr.  Cutler.  With  regard  to  the  amount  of  bonds  issued,  the 
amount  was  $400,000  instead  of  $500,000. 

Mr.  Garrett.  They  were  the  bonds  issued  by  the  Utah  Sugar  Co.  ? 

Mr.  Cutler.  By  the  Utah  Sugar  Co.;  yes. 

Mr.  Garrett.  Mr.  Cutler,  you  spoke  yesterday  of  the  organiza- 
tion of  the  Idaho  Sugar  Co.,  and  the  construction  by  it  of  a  plant 
at  Idaho  Falls,  and  you  spoke  of  having  to  lay  out  a  town  site  tnere. 
Was  that  the  plant  which  was  known  as  Sugar  City  ? 

Mr.  Cutler.  No,  sir.  We  call  it  Lincoln  now.  It  is  a  little 
town  called  Lincoln.  We  found  that  we  were  a  little  too  far  from 
the  main  town  of  Idaho  Falls  to  get  our  labor.  It  was  a  little  too 
far  for  the  employees  to  come,  and  we  laid  off  ^  town  for  our  employees 
and  built  up  a  considerable  place. 

Mr.  Garrett.  Was  it  named  Lincoln  at  first  ? 

Mr.  Cutler.  No,  sir;  it  was  named  Lincoln  afterwards. 

Mr.  Garrett.  Did  you  construct  a  plant  or  did  the  Idaho  Co. 
construct  a  plant  at  any  place  called  Sugar  City  1 

Mr.  Cutler.  No,  sir;  Sugar  City  belonged  to  the  Fremont  County 
Sugar  Co.  at  first,  30  miles  still  farther  north. 

Mr.  Garrett.  That  was  constructed  by  a  corporation  known  as 
the  Fremont  County  Sugar  Co.  ? 

Mr.  Cutler.  Yes. 

Mr.  Garrett.  Now,  you  referred  yesterday  to  the  Bear  River 
Water  Co.     You  say  that  was  an  English  corporation  ? 

Mr.  Cutler.  The  English  corporation  had  linanced  it. 

Mr.  Garrett.  What  was  the  purpose  of  that  corporation  ?  What 
was  its  business  ? 

Mr.  Cutler.  Purely  an  irrigation  company. 

Mr.  Garrett.  Purely  an  irrigation  company  ? 

Mr.  Cutler.  An  irrigation  company  to  irrigate  the  lands  under  this 
great  canal  system. 

Mr.  Garrett.  Now,  at  the  time  the  Utah  Co.  purchased  this  com- 
pany— which  it  did,  did  it  not;  or  which  you  purchased,  acting  for  the 
company  ?  ^^^ 
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Mr.  Cutler.  Purchased  the  stock  of  the  company. 

Mr.  Garrett.  Now,  at  the  time  you  so  purchased  the  stock  in  this 
company  and  acquired  the  ownership  of  it,  were  there  other  negotia- 
tions in  progress  with  them  by  other  parties  as  to  procuring  their 
properties  ? 

Mr.  Cutler.  I  never  heard  of  it. 

Mr.  Garrett.  For  the  purpose  of  constructing  a  sugar  plant  ? 

Mr.  Cutler.  I  never  heard  of  it.  I  see  there  is  a  statement  made 
here,  but  I  never  heard  of  it. 

Mr.  Garrett.  That  appears  in  the  Government's  bill  ? 

Mr.  Cutler.  I  never  lieard  of  it  and  did  not  know  there  was.  If 
there  was  it  was  not  known  by  me. 

Mr.  Garrett.  This  bill  filed  by  the  Government  in  the  southern 
district  of  New  York  also  states  that  after  the  consolidation  of  the 
Bear  River  Water  Co.  and  the  Utah  Co.,  under  the  name  of  the  Utah 
Sugar  Co.,  that  the  authorized  stock  was  16,000,000.     Is  that  true? 

Mr.  Cutler.  That  was  a  reorganization,  which  took  place  after  we 
had  sold  the  half  of  the  stock  of  the  Utah  Sugar  Co.  to  Mr.  Havemeyer. 
We  then  reorganized,  carrying  with  the  organization  the  whole  of  the 
Bear  River  Co. ;  and  we  had  acquired  a  very  large  quantity  of  land 
which  we  had  purchased  after  that.  Now,  I  am  speaking  of  the  old 
Utah  Sugar  Co. 

Mr.  Garrett.  The  old  Utah  Sugar  Co.  ? 

Mr.  Cutler.  Yes,  sir.  The  original  cost  of  the  canal  had  been  to 
the  English  bondholders,  on  their  books,  something  like  $3,500,000. 
Of  course,  we  did  not  pay  that  for  it.  We  then  reorganized  the  com- 
pany, when  Mr.  Havemeyer  came  in,  with  $6,000,000  of  capital — three 
milUon  of  preferred  and  three  million  of  common — called  The  Utah 
Sugar  Co.  The  previous  name  of  the  company  had  been  Utah  Sugar 
Co.     We  just  added  the  word  "The"  to  it. 

Mr.  Garrett.  What  did  you  pay  for  the  properties  of  the  Bear 
River  Water  Co.  ? 

Mr.  Cutler.  About  $500,000;  and  then  we  immediately  com- 
menced to  reconstruct  the  canal.  It  was  only  about  halfway  con- 
structed, and  it  had  been  permitted  to  go  to  ruin.  We  spent  a  million 
dollars  on  it  afterwards.  Immediately  we  commenced  to  spend  money 
to  reconstruct  it  and  get  it  in  shape  to  distribute  water. 

Mr.  Garrett.  So  that  it  cost  you  about  $1,500,000  ? 

Mr.  Cutler.  Altogether;  yes,  sir. 

Mr.  Garrett.  And  the  stock  of  the  Utah  Co.  prior  to  that  time, 
or  of  Utah  Sugar  Co.,  prior  to  that  time,  was  how  much? 

Mr.  Cutler.  The  stock  of  the  Utah  Co.  at  that  time— do  you  mean 
the  time  we  sold  to  Mr.  Havemeyer  ? 

Mr.  Garrett.  Yes. 

Mr.  Cutler.  We  sold  him  stock  on  the  basis  of  $18  a  share,  the 
par  value  of  the  stock  being  $10.  He  bought  half  the  stock.  There 
were  about  160,000  shares,  in  round  numbers,  and  he  bought  80,000 
shares  and  a  few  over. 

Mr.  Garrett.  And  paid  $18  a  share  for  it,  when  its  face  value  was, 

$10  s 

Mr.  Cutler.  Yes;  and  sent  out  an  auditor  to  determine  values 
who  went  very  carefully  over  the  books. 

Mr.  Garrett.  The  face  value  of  the  capital  stock  was  $1,000  000? 
Mr.  Cutler.  The  face  value  at  that  time  was  $1,000,000;  yes   sir 
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Mr.  Garrett.  But  its  actual  value- 


Mr.  Cutler  (interposing).  Its  actual  value  on  the  books  was  one 
million  eight  hundred  thousand  and  some  odd  dollars. 

Mr.  Garrett.  Then  you  took  those  two  institutions,  one  having 
a  capital  stock  value  of  11,800,000,  and  the  other,  which  cost  you 
$500,000,  and  upon  which  you  expended  $1,000,000,  making  a  total 
of  $1,500,000,  and  combined  them  into  an  organization  and  issued  a 
capital  stock  of  $6,000,000  ? 

Mr.  Cutler.  Yes,  sir;  $3,000,000  preferred  and  $3,000,000  com- 
mon, the  canal  system  having  cost  nearly  eight  times  as  much  as  we 
paid  for  it,  and  it  was  worth  it,  too,  and  is  worth  it  to-day.  You 
could  not  construct  it  to-day  for  any  less. 

Mr.  Garrett.  One-half  of  that  stock  was  taken  by  Mr.  Havemeyer  ? 

Mr.  Cutler.  Delivered  over  to  him  on  the  reorganization. 

Mr.  Garrett.  The  Idaho  Co.  was  capitahzed  at  $1,000,000,  I 
beheve  you  stated  yesterday. 

Mr.  Cutler.  The  first  company;  yes. 

Mr.  Garrett.  And  when  was  it  increased  ? 

Mr.  Cutler.  We  had  to  increase  the  capital  stock  at  that  time. 
Soon  after  we  commenced  to  build  there,  we  found  we  did  not  have 
enough,  and  we  increased  it  another  $500,000. 

Mr.  Garrett.  Now,  at  the  time  you  organized  this  Idaho  Co., 
I  beheve  you  stated  yesterday  there  was  quite  a  demand  for  stock. 

Mr.  Cutler.  Yes,  sir;  all  sugar  stocks  that  were  then  organized, 
to  the  best  of  my  recollection,  were  bearing  a  premium. 

Mr.  Garrett.  And  all  the  stock  of  this  Idaho  Co.  found  ready 
sale,  did  it  not  ? 

Mr.  Cutler.  It  found  ready  sale,  but  we  never  organized  a  com- 
pany, either  the  Idaho  Sugar  Co.,  the  Fremont  County  Sugar  Co., 
the  Utah  Sugar  Co.,  but  what  first  we  offered  every  stockholder  their 
pro  rata ;  gave  them  the  privilege  of  taking  their  pro  rata  stock,  with 
the  distinct  understanding  that  the  American  Sugar  Kefining  Co. 
should  have  no  more  than  one-half. 

Mr.  Garrett.  What  do  you  mean  when  you  say  "we  never  organ- 
ized a  company  without  offering  the  stocknolders  ?" 

Mr.  Cutler.  I  mean  any  company  that  I  had  anything  to  do  with. 
When  I  speak  of  "we,"  I  am  speaking  of  the  stockholders  and  the 
directors  of  these  various  companies  that  I  speak  of. 

Mr.  Garrett.  Do  I  understand,  then,  that  when  you  organized 
the  Idaho  Co.  you  made  it  clear  to  the  stocldiolders  in  the  Utah  Co. 
that  they  should  have  preference  in  obtaining  the  stock  in  the  Idaho 
Co.? 

Mr.  Cutler.  Always. 

Mr.  Garrett.  Now,  when  you  organized  the  Fremont  County  Sugar 
Co.,  did  you  make  it  clear  to  the  stockholders  in  the  Utah  Co.  and  in 
the  Idaho  Co.  that  they  could  have  preference  in  obtaining  the  stock 
of  the  Fremont  County  Sugar  Co.  ? 

Mr.  Cutler.  Yes,  sir. 

Mr.  Garrett.  So  there  was  an  association  then  of  interest  in  all 
these  corporations — that  is,  the  Utah,  the  Idaho,  and  the  Fremont 
County  companies  ? 

Mr.  Cutler.  There  were  the  same  directors.  We  never  changed 
directors  except  by  death  or  resignation,  and  the  same  management. 

Mr.  Garrett.  The  same  management  which  controlled  all  the 
corporations  ? 
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Mr.  Cutler.  Yes,  sir. 

Mr.  Garrett.  Now,  the  stockholders  were  not  always  exactly  the 
same? 

Mr.  Cutler.  No;  that  was  impossible. 

Mr.  Garrett.  The  stock  was  offered  for  sale  to  the  pubhc  gen- 
erally ? 

Mr.  Cutler.  Yes. 

Mr.  Garrett.  After  due  preference  had  been  given  to  the  stock- 
holders in  the  original  companies  ? 

Mr.  Cutler.  Yes,  sir;  and  then  after  the  stockholders  had  exer- 
cised their  privileges  whatever  was  left,  it  was  expected  that  we 
would  try  to  prorate  it  amongst  those  who  had  alreadj  taken  it,  if 
they  wanted  the  stock,  giving  them  again  the  first  privilege  if  it  was 
possible  to  do  so. 

Mr.  Garrett.  I  beheve  you  say  the  stock  found  ready  sale. 

Mr.  Cutler.  Ready  sale  up  to  a  certain  point. 

Mr.  Garrett.  Up  to  a  certain  point  ? 

Mr.  Cutler.  Yes. 

Mr.  Garrett.  Do  you  mean  up  to  a  certain  price  ? 

Mr.  Cutler.  I  mean  up  to  a  certain  date. 

Mr.  Garrett.  What  date  was  that? 

Mr.  Cutler.  That  date  would  be  between  July,  1903,  and  the  1st 
of  January,  say,  1905.  I  would  not  like  to  state  definitely,  but 
somewhere  about  that  period. 

Mr.  Garrett.  Somewhere  between  those  dates  the  stock  did  not 
find  a  sale  ? 

Mr.  Cutler.  No. 
1    Mr.  Garrett.  Why  was  that,  Mr.  Cutler? 

Mr.  Cutler.  For  tne  reason  that  the  business  in  Idaho,  especially, 
had  not  been  as  profitable  as  we  had  anticipated,  and  we  had  to  dis- 
continue, that  is,  we  did  not  pay  dividends  m  the  Idaho  Sugar  Co.  at 
first.  We  could  not  pay  dividends  as  quickly  as  was  anticipated. 
We  had  a  little  hard  proposition  before  us. 

Mr.  Garrett.  The  others  did  continue  to  pay  dividends  ? 

Mr.  Cutler.  The  Utah  factories  continued  to  do  so. 

Mr.  Garrett.  What  dividends  did  the  Utah  factories  pay  ? 

Mr.  C'uTLER.  Six  per  cent  at  that  time  on  the  preferred  stock. 

Mr.  Garrett.  And  on  the  common  ? 

Mr.  Cutler.  Nothing  on  the  common. 

Mr.  Garrett.  Did  it  ever  pay  dividends  on  the  common  ? 

Mr.  Cutler.  It  paid  two  dividends  of  1  and  1|  each. 

Mr.  Garrett.  On  the  common  ? 

Mr.  Cutler.  Yes;  and  then  ceased. 

Mr.  Garrett.  Did  the  fact  that  the  American  Sugar  Refining  Co. 
and  Mr.  Havemeyer  owned  stock  in  these  corporations  render  it 
easier  to  dispose  of  the  stock,  do  you  think? 

Mr.  Cutler.  I  think  with  tlie  branching  out  of  the  business  that 
the  resources  contiguous,  we  will  say,  to  the  offices  of  the  company, 
'or  in  Utah,  very  little  stock  ever  having  been  taken  in  Idaho,  rather 
exhausted  the  resources  of  the  people;  or  rather,  we  probably  bit  off 
more  than  we  could  swallow  or  cnew  at  the  time.  We  could  not 
quite  carry  our  end  of  the  business  up  to  the  point  that  Mr.  Have- 
meyer could. 
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Mr.  Garrett.  Would  there  have  been  any  difficulty,  in  your  opin- 
ion, in  disposing  of  the  stock  of  the  Idaho  company  when  it  was 
organized,  the  entire  issue  of  stock,  without  Mr.  Havemeyer  taking 
an  interest  in  it  ? 

Mr.  Cutler.  I  would  say  no. 

Mr.  Garrett.  Or  the  American  Sugar  Refining  Co.  ? 

'Mr.  Cutler.  I  think  not. 

Mr.  Garrett.  There  would  not  have  been  any  difficulty  ? 

Mr.  Cutler.  I  think  there  would  have  been  difficulty. 

Mr.  Garrett.  You  think  there  would  have  been  difficulty  in  dis- 
posing of  the  entire  issue,  if  he  had  not  taken  that  stock  ? 

Mr.  Cutler.  I  do.  I  do  not  think  we  could  have  built  at  all.  I 
do  not  think  we  would  have  dared  to  try. 

Mr.  Garrett.  What  was  the  capital  stock  of  the  Fremont  County 
Sugar  Co.  ? 

Mr.  Cutler.  Origmally,  $1,000,000. 

Mr.  Garrett.  And  it  was  subsequently  increased. 

Mr.  Cutler.  An  amalgamation  was  made  of  the  Idaho  Sugar  Co. 
and  the  Fremont  County  Sugar  Co.,  with  an  authorized  issue  of 
$5,000,000,  anticipating  that  we  might  go  further  into  the  industry 
in  Idaho. 

Mr.  Garrett.  In  Idaho,  did  you  say? 

Mr.  Cutler.  I  say  the  Idaho  Sugar  Co.  and  the  Fremont  County 
Sugar  Co.,  an  amalgamation  of  those  two  companies  was  made,  with 
an  authorized  capital  of  15,000,000,  of  which  $3,500,000  was  issued 
all  together,  and  paid  for  in  cash. 

Mr.  Garrett.  Was  there  about  to  be  constructed  a  factory  by 
other  parties  at  Idaho  Falls  or  Sugar  City? 

Mr.  Cutler.  No.  There  was  one  party  at  Idaho  Falls  who  was 
formerly  a  superintendent  of  one  of  my  companies,  an  agricultural 
superintendent,  who  entered  into  the  employment  of  some  of  the 
eastern  factories  as  an  agricultural  superintendent,  and  came  over 
to  Idaho  with  the  idea  of  looking  for  a  locality  for  some  people;  but 
the  matter  never  came  to  any  head. 

Mr.  Garrett.  Was  that  about  the  time  you  were 

Mr.  Cutler  (interposing).  Just  about  the  time. 

Mr.  Garrett.  About  the  time  you  began  arrangements  to  con- 
struct yourselves  ? 

Mr.  Cutler.  Yes. 

Mr.  Garrett.  What  is  the  name  of  that  party  ? 

Mr.  Cutler.  Maik  Austin. 

Mr.  Garrett.  Now,  the  Snake  River  Valley  Sugar  Co.,  what  do 
you  know  of  that  company? 

Mr.  Cutler.  I  see  here  it  refers  to  a  man  named  Soren  Hanson  as 
trying  to  identify  himself  with  a  factory  which  we  subsequently  built 
at  Sugar  City,  Idaho.  Now,  there  was  a  mix-up,  and  I  will  be  candid 
about  it.  Soren  Hanson  conceived  the  idea  of  erecting  a  factory  at 
Black  Foot,  Idaho.  He  was  an  egg  merchant,  and  lived  at  Garland, 
Utah,  a  man  of  moderate  means,  and  he  began  to  study  the  industry; 
came  to  Lehi.  I  gave  him  the  entree  of  the  factory.  He  would 
stand  by  a  piece  of  machinery  sometimes  for  a  whole  day  and  watch 
it  work!^  He  conceived  the  idea  that  inasmuch  as  the  stock  of  our 
factories,  the  Utah  sugar  factories,,  were  at  a  premium  he  could 
probably  make  a  little  money  by  promoting  a  factory  at  Black  Foot. 


780  AMERICAN   SUGAR  REFINING   CO. 

He  investigated  and  got  some  parties  to  join  him,  but  the  capital 
was  too  hmited.  He  did  make  a  partial  contract  with  Dyers  &  Co., 
of  Cleveland,  Ohio,  for  some  machinery  and  got  Into  difficulties, 
and  came  to  me  and  asked  me  if  I  would  take  that  machinery  oft  his 
hands;  that  he  was  in  financial  difficulties  and  could  not  carry  it 
through. 

Mr.  Garrett.  Did  you  take  it  off  his  hands  ? 

Mr.  Cutler.  Yes,  sn;  that  is  the  machinery,  modified,  which  went 
into  the  Idaho  Falls  factory. 

Mr.  Garrett.  And  it  was  not  at  Idaho  Falls  that  he  was  planning 
to  construct  ? 

Ml-.  Cutler.  No,  sir;  I  not  think  he  had  ever  been  there  at  all.  It 
was  at  Black  Foot. 

Mr.  Garrett.  How  far  is  Idaho  Falls  from  Black  Foot  ? 

Mr.  Cutler.  About  25  miles. 

Mr.  Garrett.  Now,  the  Snake  River  Valley  Sugar  Co.  ? 

Mr.  Cutler.  That  was  a  factory  which  was  built,  or  rather  moved 
from  Binghamton,  N.  Y.,  and  fixed  up,  I  suppose,  with  some  modern 
machinery  and  operated  for  two  years  by  a  company  called  the  Snake 
River  Valley  Sugar  Co.  (Ltd.). 

Mr.  Garrett.  Were  you  connected  with  that  company  ? 

Mr.  Cutler.  No,  sir. 

Mr.  Garrett.  You  had  no  interest  in  it  ? 

Mr.  Cutler.  None  whatever. 

Mr.  Garrett.  Were  any  of  your  associates  in  the  directorate  of  the 
other  companies  connected  with  it  ? 

Mr.  Cutler.  None  in  the  directorate  that  I  know  of.  They  might 
have  liad  a  little  stock.  We  had  bankers  in  my  directorate  who 
bought  stock  which  I  would  not  know  anything  about,  and  I  could 
not  say. 

Mr.  Garrett.  Now,  the  Western  Idaho  Sugar  Co.,  when  was  that 
organized  ? 

Mr.  Cutler.  In  June,  1905. 

Mr.  Garrett.  You  were  connected  with  that  company  ? 

Mr.  Cutler.  Yes,  sir. 

Mr.  Garrett.  Was  that  company  organized  by,  substantially,  the 
same  people  ? 

Mr.  Cutler.  Substantially  the  same  people. 

Mr.  Garrett.  Substantially  the  same  people  as  the  Utah  and  the 
Idaho  and  the  Fremont  County  Cos.  ? 

Mr.  Cutler.  Yes ;  with  stocldiolders  in  the  vicinity  of  Nampa,  who 
desired  to  become  identified  with  us,  notably  such  men  as  Col.  Dewey, 
of  Nampa.  Col.  Dewey  approached  me  five  years  before  this  organ- 
ization, with  a  committee,  and  insisted  that  his  locality  at  Nampa, 
where  he  had  large  interests,  was  ready  for  a  beet-sugar  factory,  and 
he  wanted  my  company  to  build  it.  I  sent  some  agricultural  men  to 
look  over  the  ground ;  and  they  reported  that  year  that  they  were  not 
in  any  condition  to  obtain  the  beets  for  any  factory,  large  or  small. 
The  year  afterwards  Col.  Dewey  came  again  and  said  they  had  been 
making  some  experiments ;  and  for  four  consecutive  years  I  sent  our 
agricultural  men  down  to  investigate  that  country,  before  I  decided, 
and  the  board  of  directors  decided  also  with  me,  that  it  might  be  a 
proper  locality  in  the  vicinity  of  Nampa  and  possibly  also  in  the 
vicinity  of  Payette.     We  organized  a  company  with  an  authorized 
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capital  of  $2,000,000  to  build  two  factories.  We  were  not  quite  sure 
we  would  build  them  both  the  same  year.  We  built  the  one  at 
Nampa,  costing  about  $1,250,000  all  told,  with  the  land;  and  we  had 
to  put  in  a  little  railroad  spur  and  several  other  things,  which  brought 
it  up  quite  high.  The  factory  only  has  a  capacity  of  800  tons,  but  the 
factory  building  is  built  so  as  to  put  in  the  balance  of  the  units ;  for 
probably  $250,000  that  factory  could  be  made  to  run  at  least  1,000 
tons  of  beets  through,  and  it  has  the  Steffen's  process. 

Mr.  Gakkett.  It  has  the  Steffens  process  ? 

Mr.  Cutler.  Yes,  sir.  The  first  year  was  an  exceedingly  good 
year.  We  made  a  rery  good  showing  the  first  year.  Of  course  we 
had  made  lots  of  experiments  for  three  years  before  that.  We  had 
also  made  experiments  in  Payette,  and  Nampa  seemed  to  offer  the 
better  proposition.  The  second  year  the  curl  leaf  got  into  the  beets, 
and  we  have  never  had  any  success  since,  and  the  factory  is  not 
running. 

Mr.  Garrett.  How  long  has  it  been  since  the  factory  was  run  ? 

Mr.  Cutler.  Very  peculiarly  to  state,  if  we  had  had  beets  in  this 
year — they  have  had  rains  and  cool  weather — we  would  have  made  a 
success,  but  I  could  not  get  the  farmers  to  put  in  the  beets;  and  at 
Payette  they  were  so  unfortunate  with  their  experiments  in  raising 
beets  that  we  abandoned  that  idea  for  the  present.  In  fact,  Payette 
is  really  a  fruit-raising  district,  and  after  they  got  the  idea  we  were 
going  in  there  the  price  of  land  began  to  advance  very  materially. 
It  got  up  to  as  high  as  a  thousand  dollars  an  acre  for  fruit,  which 
would  really  prohibit  any  factory  going  to  that  vicinity.  We  then 
reduced  the  capitalization  to  $1,000,000.     There  had  been  nothing 

Eaid,  only  the  $1,000,0(50  for  the  Nampa  factory.  That  was  all  we 
ad  sold,  and  we  reduced  the  capitalization,  retired  $1,000,000  of  it, 
cutting  it  in  half,  and  that  is  as  it  stood  when  we  made  the  reorganiza- 
tion of  the  factories  and  amalgamated  them. 

Mr.  Garrett.  What  was  Col.  Dewey's  name? 

Mr:  Cxn-LER.  Col.  Ed.  Dewey. 

Mr.  Garrett.  At  the  same  time  he  was  negotiating  with  you  to  get 
you  to  construct  a  factory  there,  was  he  in  negotiation  with  others  ? 

Mr.  Cutler.  I  never  heard  he  negotiated  with  any  others,  and  I 
never  heard  of  anyone  being  in  the  field.  A  man  who  was  not  in  my 
employ  did  once  come  from  Payette  and  tell  me  that  some  man 
named!  either  Boutell  or  Hoover  had  been  there  looking  over  the 
ground.  That  is  the  only  time  I  ever  heard  of  anyone  looking  over 
the  ground;  and  if  they  did,  they  certainly  were  discouraged  and  left. 

Mr.  Garrett.  You  say  you  heard  of  a  Mr.  Hoover  ? 

Mr.  Cutler.  Either  Boutell  or  Hoover,  I  do  not  know  which. 
Those  two  names  are  connected  in  my  mind.  They  retired  in  any 
event.  I  do  not  suppose  they  wanted  any  of  it,  because  they  saw 
the  experiments  were  not  a  success. 

Mr.  Garrett.  Now,  that  brings  us  to  the  point  where  the  Utah- 
Idaho  Co.  was  organized. 

Mr.  Cutler.  Yes,  sir. 

Mr.  Garrett.  Now,  that  was  a  consolidation  of  the  Utah  Sugar 
Co.,  the  Idaho  Sugar  Co.,  the  Fremont  County  Sugar  Co.,  and  the 
Western  Idaho  Co.;  was  it  not? 

Mr.  Cutler.  Yes. 

Mr.  Young.  The  Fremont  County  Sugar  Co.  and  the  Idaho  Sugar 
Co.  had  been  consolidated  into  the  Idaho  Sugar  Co.  ? 
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Mr.  Cutler.  The  word  "the"  made  the  change. 

Mr.  Garrett.  And  the  Snake  Eiver  Valley  Co.  (Ltd.)  also  came  in  ? 

Mr.  Cutler.  Yes,  sir. 

Mr.  Garrett.  Now,  I  believe  you  said  you  had  nothing  to  do  with 
the  organization  of  the  Snake  River  Valley  Sugar  Co. « 

Mr.  Cutler.  No,  sir. 

Mr.  Garrett.  But  your  company  later  acquired  it  ? 

Mr.  Cutler.  Yes. 

Mr.  Garrett.  What  were  the  circumstances  under  which  your 
company  acquired  that  company? 

Mr.  Cutler.  We  bought  it. 

Mr.  Gartett.  You  bought  it  outright  ?^ 

Mr.  Cutler.  That  is,  certain  parties  agreed  to  deliver  us  the 
majority  of  the  stock  on  condition  we  would  pay  for  the  balance  as  it 
was  offered  at  what  we  had  paid  them,  which  we  agreed  to  do. 
They  had  two  seasons  that  were  not  successful,  and  I  think  they  got 
tired  of  it.  They  were  willing  to  dispose  of  it,  and  we  were  willing 
to  purchase  it  and  make  it  one  of  the  group. 

Mr.  Garrett.  That  company  was  located  at  Black  Foot  ? 

Mr.  Cutler.  It  was  located  at  Black  Foot,  and  is  there  now. 

Mr.  Garrett.  Is  it  in  operation  now  ? 
.   Mr.  Cutler.  It  will  be,  this  year.     It  was  not  operated  last  year. 
We  could  not  get  enough  beets  there.     We  took  the  beets  that  we 
did  raise  there  to  the  other  two  factories. 

Mr.  Garrett.  What  was  the  capital  stock  of  the  Utah-Idaho 
Sugar  Co.  when  this  consolidation  of  the  several  companies  was 
brought  about  ? 

Mr.  Cutler.  The  authorized  capital  was '$10,000,000  of  preferred 
and  S.3,000,000  of  common.  The  issue  was  17,500,000  of  preferred 
and  the  $3,000,000  of  common. 

Mr.  Garrett.  Making  $10,500,000  in  all  which  was  issued  ? 

Mr.  Cutler.  Well,  because  of  complications  amongst  some  of  the 
stockholders,  not  desiring  to  see  any  amalgamation.  For  instance, 
take  the  Western  Idaho  as  an  example,  which,  of  course,  we  had  just 
had  one  year.  We  had  had  an  excellent  year,  one  of  the  best  years 
we  had  ever  had  for  a  first  factory  anywhere,  and  some  of  the  West- 
ern Idaho  people  felt  that  their  stock  was  worth  more  than  par. 
The  Idaho  Sugar  Co.  or  the  Fremont  Sugar  Co.,  which  embraced  the 
Sugar  City  and  the  Idaho  factories,  some  of  those  stockholders  felt 
they  were  not  willing  to  come  in  with  the  old  Utah  factory,  part 
of  which  had  been  built  over  20  years,  except  by  being  allowed  a 
premium.  We  finally  decided'  to  issue  stock  to  them  on  the  basis  of 
a  25  per  cent  premium  on  the  Western  Idaho  and  id  per  cent  pre- 
mium on  the  Idaho  or  the  Fremont  County  Sugar  Co.,  making 
really  water  to  the  extent  of  $600,000. 

Mr.  Garrett.  Now,  in  all  other  cases  the  stock  was  exchanged 
dollar  for  dollar. 

Mr.  Cutler.  In  all  cases  ? 

Mr.  Garrett.  In  all  other  cases  except  those  you  have  just  recited  ? 

Mr.  Cutler.  Yes. 

Mr.  Garrett.  Now,  Mr.  Cutler,  what  was  the  purpose  of  this  con- 
solidation of  all  the  corporations  or  merging  all  the  corporations  into 
the  Utah-Idaho  Sugar  Co.  ? 
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Mr.  Cutler.  I  have  here  the  original  document,  which  I  prepared 
myself  to  present  to  the  stockholders  and  to  Mr.  Havemeyer.  When 
the  matter  was  first  broached  to  Mr.  Havemeyer  he  was  not  willing 
to  make  an  amalgamation.  He  said  that  he  preferi'ed  that  this  stock 
should  remain  as  it  was.  But  we  could  not  see  that  it  made  any 
difference  to  him,  for  the  reason  he  held  one-half  the  stock,  preferred 
or  common,  in  all  these  institutions,  but  it  did  make  a  difference  to 
the  other  stockholders.  It  took  a  great  deal  of  argument.  We  were 
months  with  different  committees  trying  to  get  this  matter  adjusted. 
After  the  directors  had  decided  that  they  were  willing  to  do  it,  a 
meeting  of  the  stockholders  had  to  be  called,  because  at  that  time 
it  required  two-thirds  of  the  stock.     Am  I  not  correct,  Mr.  Young  ? 

Mr.  Young.  You  are. 

Mr.  Cutler.  According  to  the  laws  of  Utah,  it  required  two-thirds 
of  the  stock  to  consummate  an  amalgamation  of  that  sort.  There 
has  been  some  change  since  then.  To  get  their  consent  a  convention 
was  called,  and  I  presented  this  original  document  here.  The  argu- 
ments I  made  were,  first,  greater  economy  in  operation;  second,  the 
stock  would  have  greater  stability;  third,  we  should  be  entitled  to  a 
low  rate  of  interest  on  money  we  had  to  borrow  to  carry  sugar.  We 
were  not  very  strong — that  is,  having  to  borrow  money  for  three  or 
four  companies,  unknown  in  the  financial  world,  made  it  extremely 
difficult  at  times.  The  Utah  Sugar  Co.  was  known,  but  the  other 
companies,  having  been  organized  of  recent  date,  they  did  not  have 
the  credit  that  the  original  Utah  Sugar  Co.  had,  and  I  found  it  very 
difficult  to  borrow  money  in  the  financial  world. 

Mr.  Garrett.  Was  it  not  generally  known  that  the  American 
Sugar  Refining  Co.  owned  a  half  interest  in  these  other  companies  ? 

Mr.  Cutler.  No  ;  I  think  it  was  not  at  that  time  generally  known. 

Mr.  Garrett.  Well,  there  was  no  objection  to  that  being  stated  to 
anyone,  was  there? 

Mr.  Cutler.  No;  I  never  objected  to  stating  it  when  I  was  asked 
it,  if  I  thought  the  party  had  a  right  to  the  answer. 

Mr.  Garrett.  Well,  if  you  wanted  to  borrow  money  ? 

Mr.  Cutler.  Well,  I  did  not  care  to  say  that  they  were  interested 
with  us. 

Mr.  Garrett.  There  was  no  reason  why  you  should  not  ? 

Mr.  Cutler.  None  whatever. 

Mr.  Garrett.  That  fact,  if  disclosed  to  the  financial  world  or  to 
-  the  individuals  from  whom  you  wanted  to  borrow  money,  would 
have  been  of  great  assistance  in  borrowing  it,  would  it  not  ? 

Mr.  Cutler.  I  may  ask  you  a  question  on  that :     Why  ? 

Mr.  Garrett.  I  should  say  because  the  American  Sugar  Refining 
Co.  was  well  known  as  a  strong  financial  institution.  You  have  said 
that  these  companies  were  comparatively  unknown. 

Mr.  Cutler.  Yes. 

Mr.  Garrett.  Except  the  Utah  Co.  You  said  the  new  companies 
you  organized  were  unknown  to  the  business  world,  and  that  you  had 
difficulty  in  borrowing  money.  Now,  if  you  had  disclosed  the  fact 
that  the  American  Sugar  Refining  Co.,  or  that  Havemeyer,  one  or 
both,  owned  a  half  interest  in  that  company,  would  it  not  have  ren- 
dered it  easier  for  you  to  borrow  money  ? 

Mr.  Cutler.  Perhaps  so. 

Mr.  Garrett.  You  may  continue  with  your  statement. 
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Mr.  Cutler.  In  case  of  partial  failure  of  the  beets  in  any  locality, 
the  general  result  would  be  more  permanent;  one  board  or  directors 
instead  of  three.  Now  they  were  the  principal  reasons  I  contended 
"would  be  to  the  advantage  of  the  amalgamation. 

Mr.  Madison.  Have  you  any  objection  to  my  seeing  that  instru- 
ment ? 

Mr.  Cutler.  I  have  no  objection  at  all  [handing  paper  'to  Mr. 
Madison]. 

Mr.  Garrett.  Now,  you  say  one  board  of  directors  instead  of 
three.  If  I  understood  you  correctly,  in  your  previous  testimony, 
the  board  of  directors  were  substantially  the  same  in  the  three  com- 
panies, any  way;  each  company  had  about  the  same  board  of  di- 
rectors? 

Mr.  Cutler.  Just  the  same — nine  directors. 

Mr.  Garrett.  Well,  I  do  not  mean  number;  I  mean  as  to  per- 
sonnel. 

Mr.  Cutler.  And  the  personnel  was  the  same. 

Mr.  Garrett.  So  the  amalgamation  made  no  change  as  to  that 
matter  ? 

Mr.  Cutler.  Yes;  we  saved  the  directors'  fees  to  start  with. 
We  saved  the  salary  of  the  president  of  each  one  of  the  companies, 
paying  one  salary  instead  of  three  salaries. 

Mr.  Garrett.  I  was  going  to  ask  you  about  the  greater  economy 
in  operation.     What  economies  were  created  by  this  amalgamation? 

Mj.  Cutler.  Well,  we  economized  on  my  own  salary  to  start 
with.  I  was  receiving  salaries  from  three  companies,  and  we  econ- 
omized on  my  own  salary. 

Mr.  Garrett.  You  were  receiving  three  salaries  ? 

Mr.  Cutler.  Three  salaries. 

Mr.  Garrett.  As  vice  president  ? 

Mr.  Cutler.  As  general  manger,  not  as  vice  president. 

Mr.  Garrett.  As  general  manager  of  the  amalgamated  companies 
you  did  not  receive  as  much  salary  ? 

Mr.  Cutler.  I  did  not  receive  as  much  salary  as  I  did  as  general 
manager  for  the  three  companies. 

Mr.  Garrett.  Was  that  true  of  all  the  officers,  in  proportion  ? 

Mr.  Cutler.  At  that  time  I  will  say,  however,  that  tbe  president 
of  those  companies  was  not  paid  for  his  services  outside  of  his  director's 
fee,  which  was  $10  a  meeting.  He  never  was  paid  anything  for  his 
services  up  to  the  time  of  the  amalgamation,  not  a  penny.  I  remem- 
ber arguing  also  the  question  of  greater  economy  in  the  purchase  of 
supplies,  and  greater  economy  in  holding  supplies.  You  purchase 
supplies  for  a  problematical  run,  for  instance,  for  six  different  fac- 
tories, furnishing  the  supplies  to  them  all  at  our  high  rate  of  freight, 
and  you  purchase  for  one  factory  on  a  basis  of  a  75,000-ton  run, 
and  you  get  a  25,000-ton  run  and  hold  those  supplies  over,  instead 
of  having  a  central  place  to  take  your  supplies  to  and  shipping  them 
when  you  know  what  crop  you  are  going  to  have. 

Mr.  Garrett.  Mr.  Cutler,  who  represented  the  American  Sugar 
Refining  Co.  on  your  board  of  directors  ? 

Mr.  Cutler.  No  one  except  myself.  They  looked  to  me  to  protect 
their  interests. 

Mr.  Garrett.  They  had  no  direct  representative.  Who  voted 
their  stock  ? 
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Mr.  Cutler.  I  did. 

Mr.  Garrett.  You  voted  their  stock  ? 

Mr.  Cutler.  Always. 

Mr.  Garrett.  Did  their  stock  stand  in  your  name  ? 

Mr.  Cutler.  No,  sir;  it  stood  in  the  name  of  Mr.  Heike  and  Mr. 
Donner,  as  I  stated  yesterday,  until,  I  think,  about  two  years  ago,  or 
after  Mr.  Havemeyer's  death.  There  is  one  thing  I  would  hke  to 
state  here,  Mr.  Garrett,  commencing  not  with  this  attorney,  because 
this  attorney  is  guileless,  but  we  had  a  previous  attorney  who  was  a 
little  bit  afraid,  and  he  so  talked  to  the  stockholders  and  incited  them 
that  when  the  idea  of  selling  out  one-half  of  our  stock  to  the  American 
Sugar  Refining  Co.  or  to  Mr.  Havemeyer  was  broached,  they  were 
afraid  that  he  would  want  it  for  control;  and  Mr.  Ferguson,  our 
attorney  previous  to  Maj .  Young  here,  drew  up  an  article  at  the  time 
we  were  negotiating  with  Mr.  Havemeyer  to  ask  his  consent  that  a 
board  of  directors  might  be  elected  for  five  years.  We  proposed  to 
them  that  they  should  name  three  directors,  we  should  name  three, 
and  the  six  should  name  the  seventh.  Mr.  Havemeyer  agreed  to 
that  in  a  letter  to  Mr.  Joseph  F.  Smith — President  Smith.  Mr.  Have- 
meyer wrote  to  him  personally.  That  was  the  only  letter,  I  think, 
that  President  Smith  ever  had  from  Mr.  Havemeyer. 

Mr.  Garrett.  How  did  it  happen  that  all  the  other  negotiations 
went  through  you  and  that  particular  matter  was  taken  up  with  Pres- 
ident Smith? 

Mr.  Cutler.  Because  this  letter  was  sent  in  the  name  of  President 
Joseph  F.  Smith  to  satisfy  the  stockholders  through  the  president  of 
the  church,  and  he  agreed  to  it.  I  presume  as  a  further  reason, 
probably — I  was  in  New  York  at  the  time,  and  Mr.  Havemeyer  said  to 
me:  "I  have  just  received  a  letter  from  President  Smith,  and  I  agree 
to  your  terms.  I  have  no  objections  at  all."  I  said:  "Then  who 
would  you  like  to  name  for  the  three  directors?"  He  said:  "What 
local  men  have  you  got  that  you  would  recommend?"  So  I  named 
myself  the  six  men.  Now  he  said:  "What  about  the  president?" 
"Well,"  I  said,  "of  course,  if  you  are  agreeable" — I  hesitated  a  little 
bit — ' '  we  should  like  the  president  of  the  Mormon  Church  to  be  presi- 
dent of  the  institution  as  a  matter  of  influence  and  as  he  has  the  wel- 
fare of  the  people  at  heart  and  is  very  much  interested  in  beet  sugar 
on  account  of  the  labor  it  gives  to  his  people.  We  should  like  to  name 
him,  if  you  have  no  objection."  He  said:  "All  right,  Mr.  Cutler," 
just  as  quick  as  that  iindicatingj.  He  accepted  it,  and  he  never 
named  or  suggested  to  me  one  director  in  all  the  years  we  had  been 
associated.  They  are  all  local  men,  and  all  live  in  Salt  Lake  City. 
They  are  not  all  Mormons.  We  have  bankers  and  other  business  men 
on  the  board. 

Mr.  Garrett.  You  say  the  directors  are  not  all  members  of  your 
church  ? 

Mr.  Cutler.  No,  sir;  because  the  stock,  to-day,  I  presume,  there 
is  not  over  30  per  cent  of  that  stock,  and  probably  not  over  25  per 
cent,  held  by  Mormons.  It  is  a  difficult  thing  to  tell,  however.  I 
can  not  tell,  in  1,490  stockholders,  who  is  a  Mormon  and  who  is  not. 
I  can  not  tell  even  by  their  faces. 

Mr.  Garrett.  I  want  to  ask  you,  Mr.  Cutler,  to  explain  about  the 
ownership  of  the  church  itself  of  stock  in  this  company.  Yesterday 
you  stated  the  number  of  shares  that  stand  in  the  name  of  President 
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Smith  as  trustee,  49,815  shares,  and  you  stated  that  was  the  property 
of  the  church,  as  you  understood  it. 

Mr.  Cutler.  It  is  supposed  to  be. 

Mr.  Garrett.  And  the  earnings  and  the  increment  go  into  the 
treasury  of  the  church  and  are  used  for  church  purposes,  you  stated 
yesterday  ? 

Mr.  Cutler.  I  can  only  tell,  of  course,  by  the  indorsement  on  the 
dividend  checks. 

Mr.  Garrett.  Now,  is  the  church,  for  business  purposes,  incor- 
porated in  any  way  ? 

Mr.  Cutler.  Can  you  answer  that  question,  Maj.  Young? 

Mr.  Young.  The  Mormon  Church  was  incorporated  in  early  times, 
and  it  was  disincorporated  by  act  of  Congress  in  the  eighties,  when 
Utah  was  a  Territory.  It  has  never  since  been  incorporated,  and 
Mr.  Smith  acts  as  the  trustee  for  the  unincorporated  church,  for  the 
body  of  religious  worshipers  known  as  the  Church  of  Jesus  Christ, 
and  so  on. 

Mr.  Madison.  It  is  merely  a  voluntary  association  ? 

Mr.  Young.  That  is  it.  It  has  no  legal  identity.  I  mean,  it  has 
no  legal  identity  as  a  corporation. 

Mr.  Garrett.  Now,  without  any  desire  to  go  into  detail,  the  church 
owns  large  properties,  does  it  not,  stocks  in  various  incorporations  ? 

Mr.  Cutler.  It  is  reputed  to  own  some  property.  I  do  not  know 
how  much.  It  owns  the  temple  and  that  is  very  valuable.  Some 
people  value  it  at  $10,000,000.  I  would  say  its  value  is  12,000,000, 
at  the  outside. 

Mr.  Garrett.  It  owns  stock  in  various  corporations,  too  ? 

Mr.  Cutler.  It  is  reputed  to  own  stock  in  the  way  it  owns  the 
sugar  stock,  through  President  Joseph  F.  Smith  as  trustee. 

Mr.  Garrett.  The  president  is  himself  a  director  in  many  incor- 
porations ? 

Mr.  Cutler.  Yes. 

Mr.  Garrett.  And  president  of  more  than  this  one  ? 

Mr.  Cutler.  He  is  reputed  to  be. 

Mr.  Garrett.  Now,  you  spoke  yesterday  of  the  time  when  the 
church  first  took  an  interest  in  this  company,  under  the  leadership  of 
President  Woodruff,  I  believe  it  was. 

Mr.  Cutler.  Yes. 

Mr.  Garrett.  And  you  said  something  about  its  being  unable  to 
do  so  prior  to  that  time. 

Mr.  Cutler.  Its  property  had  been  escheated,  you  must  remember. 
I  do  not  remember  the  exact  date  the  property  was  escheated  to  the 
Government.  It  was  finally  restored,  or  as  much  of  it  as  was  left.  I 
do  not  know  how  that  came  about.  Maj.  Young  can  tell  you  about 
that  better  than  I  can. 

Mr.  Young.  I  think  that  is  correct. 

Mr.  Garrett.  About  what  date  was  that  property  escheated  ? 

Mr  Young.  In  the  year  1887.  And  after  the  issuance  of  the 
manifesto  in  1890  there  was  a  disposition  on  the  part  of  Congress, 
which  became  a  law,  to  return  property  to  the  church  that  had  been 
escheated  and  had  not  been  expended  in  court  fees  and  attorneys' 
lees,  and  so  on,  and  that  was  done. 

Mr.  Garrett.  It  was  on  that  account  that  the  church  was  not 
able  to  take  a  financial  interest  in  the  sugar  business  at  that  time  ? 
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Mr.  Cutler.  They  took  a  little.  As  I  remarked  the  other  day, 
they  indorsed  the  business;  but  it  took  them  some  time.  They 
acquired  it  gradually,  and  as  they  acquired  it,  in  each  company,  the 
same  offer,  the  same  condition,  obtained  with  them;  they  were 
asked  to  take  their  proportion  if  they  wanted  to,  and  they  did,  and 
sometimes  a  little  more  and  sometimes  a  little  less,  to  help  us  out. 

Mr.  Garrett.  The  church  has  all  along  taken  an  interest  in  the 
beet-sugar  industry  ? 

Mr.  Cutler.  One  of  the  greatest  interests.  Since  the  days  of 
Brigham  Young  every  president  of  the  church  has  realized  the 
interest,  especially  in  previous  years.  We  were  a  long  ways  from 
points  of  markets;  we  were  raising  simply  agricultural  products, 
which,  if  we  had  more  than  we  consumed,  it  was  difficult  to  sell,  and 
all  the  Mormon  presidents  were  anxious  to  provide  their  people  with 
some  labor  and  some  sort  of  remunerative  crop.  They  thought  they 
saw  that  in  the  sugar  crop. 

Mr.  Garrett.  And  was  not  their  primary  idea  to  supply  the  home 
demand  for  sugar  ? 

Mr.  Cutler.  That  was  their  primary  idea.  It  was  my  ambition 
to  make  6,000,000  pounds.  I  thought  if  I  could  do  that,  that  would 
be  a  great  thing. 

Mr.  Garrett.  How  much  are  you  making  now  ? 

Mr.  Cutler.  We  made  last  year  a  little  over  70,000,000  pounds, 
and  the  year  previous  90,000,000  pounds. 

Mr.  Garrett.  Six  million  pounds.  That  would  not  have  been 
sufficient  to  supply  your  home  demand  ? 

Mr.  Cutler.  At  that  time  it  would. 

Mr.  Garrett.  At  that  time  it  would  ? 

Mr.  Cutler.  Yes,  sir.     I  have  seen  the  time  when  a  half  a  million 

Sounds  would  supply  the  demand.  I  have  sold  sugar  in  Utah  at  a 
ollar  a  pound,  earned  it  across  the  Plains  in  ox  teams,  and  sold  it, 
myself,  in  the  mercantile  business.  We  did  not  use  then  a  half  million 
dollars'  worth  a  year.     We  had  to  go  without  it. 

Mr.  Garrett.  You  made  other  arrangements  ? 

Mr.  Cutler.  We  had  to  use  that  mesquite  that  I  told  you  about 
yesterday,  that  bit  the  end  of  the  tongue  off. 

Mr.  Garrett.  The  church  has  always  encouraged  the  farmers 
who  were  members  of  it  in  the  growth  of  the  sugar  beet,  and  has 
exerted  its  influence  in  that  direction  ? 

Mr.  Cutler.  That  is  where  we  hoped  for  their  influence,  that  their 
influence  would  be  productive  of  good;  that  they  had  the  interest 
of  the  people  at  heart.  They  would  then  sometimes  send  their 
apostles  or  missionaries  among  the  people  advising  them  to  go  into 
certain  industries  that  might  be  profitable  to  them;  more  profitable 
than  something  else. 

Mr.  Garrett.  Of  course  we  will  get  to  that  phase  of  it  later,  but 
just  now,  while  it  is  on  my  mind,  would  you  say  that  it  is  the  most 
profitable  crop  that  they  have  now  in  Utah  ? 

Mr.  Cutler.  That  whole  country,  Utah  and  Idaho,  has  been  under- 
going an  evolution.  It  must  be  remembered  that  even  20  years  ago 
things  were  very  crude.  Crops  fetched  but  very  little  in  price.  At 
that  time  beets,  if  we  had  only  paid  half  of  what  we  are  paying  to-day, 
would  have  been  a  profitable  crop,  possibly  more  so  to  the  man  who 
had  to  sell  his  crop  somewhere  else,  than  any  other  crop  that  he  could 
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raise.  To-day  I  would  saj^  that  it  is  the  most  profitable  crop  on  the 
kind  of  land  that  we  hope  to  get,  and  want  to  get  always,  that  the 
farmer  can  raise.  It  had  not  been  so  for  two  or  three  years  previous 
to  that  The  prices  of  grain  and  the  prices  of  hay  and  things  of  that 
sort  in  the  intermountain  country  have  been  very  much  intensified 
up  to  a  few  years  ago  by  the  great  amount  of  irrigation  work,  prin- 
cipally by  the  Government,  that  created  a  demand  that  was  not 
known,  and  that  is  one  reason  why  we  could  not  get  the  beets  m  the 
State  of  Idaho  quite  as  fast  as  we  hoped  for  to  start  there.  This 
year  we  have  got  the  greatest  acreage  that  we  have  ever  had. 

Mr.  Garrett.  Ut.  Cutler,  were  you  in  the  market  with  sugar  in 

1901 ' 

Mr.  Cutler.  In  1901  only  in  the  Utah  and  Idaho  market,  contigu- 
ous to  our  territory.  .,!,,.  .-D-  1     ,, 
Mr.  Garrett.  You  were  not  in  the  Missouri  Kiver  market  i 
Mr.  Cutler.  No;   we  were  not  making  sufficient  to  get  into  that 

market.  .  .  /r    ^  j  i 

Mr.  Garrett.  So  that  your  companies  were  in  no  way  altected  by 

that  trade  war  ? 

Mr.  Cutler.  No,  sir;  not  at  all;  we  never  felt  it. 

Mr.  Garrett.  Had  you  anything  to  do  with  the  organization  of  the 
Ogden  Sugar  Co.  ? 

Mr.  Cutler.  Nothing  whatever. 

Mr.  Garrett.  Who  organized  that  ? 

Mr.  Cutler.  Mr.  David  Eccles. 

Mr.  Garrett.  That  was  organized  in  1898,  I  believe? 

Mr.  Cutler.  I  have  no  further  information  than  what  is  contained 
in  this  book  here.     You  probably  have  it  here. 

Mr.  Garrett.  Where  was  its  factory  located  ? 

Mr.  Cutler.  The  first  factory  was  at  Ogden. 

Mr.  Garrett.  At  Ogden  ? 

Mr.  Cutler.  Yes. 

Mr.  Garrett.  Do  you  know  whether  the  church  was  interested  in 
that  or  not  ? 

Mr.  Cutler.  I  do  not  think  it  was. 

Mr.  Garrett.  You  do  not  think  it  took  any  interest  in  it  ? 

Mr.  Cutler.  I  know  this;  I  will  relate  this,  that  Mr.  Eccles  thought 
the  church  ought  to  help  him  to  establish  that  industry,  because  it  had 
helped  the  Utah  Sugar  Co.  The  church  being  not  at  that  time  in  a 
condition,  temporarily,  if  I  remember  correctly,  some  of  us  subscribed 
I  was  not  amongst  the  number  that  paid  anything.  I  was  not  in  condi- 
tion at  that  time,  but  either  the  $30,000  was  loaned  to  them — I  think 
it  was  loaned  to  them  by  some  people  to  actually  start  a  competing 
factory,  and  I  was  manager  of  our  factory.  Just  think  of  it;  having 
established  a  business  for  10  years,  they  asked  me  to  take  stock  in  a 
competing  factory.  I  was  indignant.  If  I  am  a  bishop,  I  pretended 
to  be  a  business  man. 

Mr.  Garrett.  And  you  protested  against  the  loan  ? 

Mr.  Cutler.  I  protested  against  the  loan.  Not  only  that,  but  I 
^vas  asked  to  go,  I  was  asked  by  George  Q.  Cannon,  who  was  at  that 
time  the  previous  delegate  to  Congress,  to  go  and  assist  them  and  show 
them  how,  because  it  was  considered  by  the  church  a  good  thing  to 
help  the  people  in  the  Cash  Valley  country.  I  did  not  feel  very  good 
about  that,  either. 
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Mr.  Garrett.  Did  you  go  ? 

Mr.  Cutler.  Yes,  I  went,  and  never  got  a  penny  for  it,  either.  1 
went,  and  never  was  offered  a  penny,  or  anything  else. 

Mr.  Garrett.  Why  did  you  go  ? 

Mr.  Cutler.  I  went  because  I  do  as  I  am  asked  to  in  those  things. 

Mr.  Garrett.  Through  the  influence  of  your  church  and  under  the 
direction  of  the  church  ? 

Mr.  Cutler.  Yes,  through  the  influence  of  the  church.  If  they 
thought  it  was  wise  to  start  that  in  that  northern  part  of  the  country 
for  the  benefit  of  their  people,  I  certainly  was  willing  to  go  and  help 
them. 

Mr.  Garrett.  You  say  you  were  perfectly  willing  to  go  and  help 
them,  but  you  did  not  feel  very  good  about  it  ? 

Mr.  Cutler.  I  did  not  feel  very  good  about  it;  never  have  felt 
good  about  it  since.  I  felt  that  my  company  ought  to  have  taken 
any  advantage;  if  there  was  another  factory  required  there  that  my 
company  ought  to  have  owned  it. 

Mr.  Garrett.  How  long  before  you  did  own  it  ? 

Mr.  Cutler.  We  do  not  own  it. 

Mr.  Garrett.  You  do  not  own  it  now  ? 

Mr.  Cutler.  Have  no  interest  in  it;  not  a  dollar. 

Mr.  Garrett.  You  have  no  interest  in  it  whatever  ? 

Mr.  Clttler.  No  interest  whatever  in  the  Amalgamated  Co.;  I 
have  not. 

Mr.  Garrett.  Has  the  church  an  interest  in  it  now  ? 

Mr.  Cutler.  I  do  not  think  they  have  any.  I  do  not  know  posi- 
tively, but  I  do  not  know  of  any  stock  that  is  held  by  Joseph  F-. 
Smith,  trustee  of  the  church,  directly  or  indirectly. 

Mr.  Garrett.  Of  course  that  company  went  into  the  Amalgamated 
Co.? 

Mr.  Cutler.  Yes. 

Mr.  Garrett.  And  you  say  you  do  not  know  of  any  stock  that  is 
held  by  the  president  in  the  Amalgamated  Co.  ? 

Mr.  Cutler.  I  do  not.  They  might  own  some,  but  I  think  it  is 
very  doubtful. 

Mr.  Garrett.  The  president  himself  would  know  about  that  ? 

Mr.  Cutler.  He  would  know  about  that,  I  think.  I  think  he 
would.  I  presume  it  is  very  difficult  for  the  president  of  the  Mormon 
Church  to  keep  track  of  all  the  little  details  covering  a  period  of  12 
or  15  years,  just  as  it  is  for  me. 

Mr.  Garrett.  He  would  know  whether  he  owned  any  stock  in  the 
Company  or  not  ? 

Mr.  Cltiler.  He  might. 

Mr.  Garrett.  Or  whether  he  holds  any  ? 

Mr.  Cutler.  He  might,  or  he  might  not.  I  do  not  know  whether 
he  could  tell,  unless  he  should  have  a  hst  with  him  that  he  has 
obtained  from  the  different  institutions  that  he  as  trustee  holds 

stock  in.  .        •      ,      T      ■  X 

Mr.  Garrett.  Were  you  mterested  at  any  time  m  the  Liewiston 

Sugar  Co.  ? 

Mr.  Cutler.  No,  sir. 

Mr.  Garrett.  You  never  owned  any  interest  in  that  ? 

Mr.  Cutler.  No,  sir. 

Mr.  Garrett.  And  you  own  none  now  ? 
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Mr.  Cutler.  And  own  none  now. 

Mr.  Garrett.  Do  you  know  whether  the  church  owns  an  interest 
in  that  or  not  ? 

Mr.  Cutler.  I  do  not  know. 

Mr.  Garrett.  You  do  not  know  how  that  is  ? 

Mr.  Cutler.  No,  sir. 

Mr.  Garrett.  What  do  you  know,  if  anything,  about  the  organiza- 
tion of  the  Amalgamated  Sugar  Co.  ? 

Mr.  Cutler.  I  do  not  know  anything. 

Mr.  Garrett.  You  know  nothing  whatever  about  that  ? 

Mr.  Cutler.  Nothing  whatever. 

Mr.  Garrett.  What  companies  were  merged  into  that  ? 

Mr.  Cutler.  I  know  only  by  repute.  I  have  understood  that  the 
Ggden,  the  Logan,  and  the  La  Grande,  Greg.;  not  the  Lewiston. 

Mr.  G4RRETT.  It  is  also  your  understanding  that  the  American 
Sugaj  Refining  Co.  now  owns" half  of  the  stock,  or  a  controlling  interest 
in  the  stock,  of  the  Amalgamated  ? 

Mr.  Cutler.  Not  a  controlling  interest.  It  is  common  repute  that 
they  purchased  one-half  of  that  stock  sometime  after  they  purchased 
some  of  ours. 

Mr.  Garrett.  Sometime  after  they  purchased  yours  ? 

Mr.  Cutler.  Sometime  after  they  purchased  ours.  I  do  not  know 
how  long. 

Mr.  Garrett.  Do  you  know  who  is  in  active  charge  of  that  com- 
pany now  ? 

Mr.  Cutler.  No ;  I  really  can  not  say.  It  is  very  mixed  up  some- 
times. It  is  so  seldom  that  you  can  see  David  Eccles,  he  is  all  over 
the  country,  in  timber  and  all  these  things,  that  I  think  he  leaves 
details  to  several  people. 

Mr.  Garrett.  Is  he  the  president  of  it  ? 

Mr.  Cutler.  I  believe  he  is,  yes. 

Mr.  Garrett.  You  do  not  know  who  the  general  manager  is  ? 

Mr.  Cutler.  I  think  his  son  is  what  is  called  the  general  superin- 
tendent, and  I  do  not  know  whether  they  have  any  manager.  I  do 
not  think  they  have  a  regular  manager.  They  have  superintendents 
of  the  different  factories,  and  I  think  one  of  his  sons  is  called  the 
general  superintendent,  and  probably  takes  the  place  of  a  general 
manager. 

Mr.  Garrett.  Will  you  give  the  address  of  Mr.  Eccles  ? 

Mr.  Cutler.  David  Eccles  ? 

Mr.  Garrett.  Yes. 

Mr.  Cutler.  David  Eccles's  home  is  in  Ggden,  Utah. 

Mr.  Garrett.  Ogden,  Utah? 

Mr.  Cutler.  That  is  his  place  of  business. 

Mr.  Young.  I  think  they  have  not  a  manager. 

Mr.  Cutler.  Yes;  they  never  had  a  manager  that  I  know  about. 

The  Chairman.  What  is  that  ? 

Mr.  Cutler.  I  say  they  have  always  answered  that  question  in  the 
negative.  I  have  said,  "Who  is  your  manager?"  Sometimes  little 
courtesies  are  interchanged  between  us;  they  have  wanted  a  little 
ff  ®d  from  us,  or  we  have  wanted  a  little  from  them,  and  I  would  ask, 
Who  is  the  manager?"  They  have  said,  "We  have  not  got  a 
manager,  but  you  can  address  to  the  Amalgamated  Sugar  Co.  at 
Ogden.  sill  ili:  Si  «fii^l!,,i         ^,    . 
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Mr.  Garrett.  How  many  factories  are  you  operating  now  ? 

Mr.  Cutler.  We  are  operating,  shall  tins  year,  six  factories.  We 
only  operated  five  last  year. 

Mx.  Garrett.  If  I  understand  you  correctly,  there  was  not,  prior 
to  the  formation  of  the  Utah-Idaho  Co.,  any  competition  between 
the  several  factories  that  are  now  in  that  company,  even  prior  to  the 
organization  ? 

Mr.  Cutler.  Active  competition  ? 

Mr.  Garrett.  Yes. 

Mr.  Cutler.  No;  there  was  no  active  competition. 

Mr.  Garrett.  They  were  under  the  same  management  ? 

Mr.  Cutler.  The  same  management. 

Mr.  Garrett.  And  consequently  there  was  no  active  competition  ? 

Mr.  Cutler.  No  active  competition  whatever. 

Mr.  Garrett.  And  of  course  there  is  none  now  ? 

Mr.  Cutler.  No,  sir;  not  between  those  companies. 

Mr.  Garrett.  Not  between  those  companies.  Now,  is  there  any 
competition  between  the  Utah-Idaho  Co.  and  the  Amalgamated  Co. 
now? 

Mr.  Cutler.  They  have  to  sell  sugar  in  the  same  territory.  They 
are  both  scrambling  for  local  trade. 

Mr.  Garrett.  What  form  does  that  competition  take?  Does  it 
affect  prices  in  any  way  ? 

Mr.  Cutler.  I  would  say  no;  I  think  not.     No;  I  should  think  not. 

Mr.  Garrett.  There  is  no  reduction  in  prices  on  the  part  of  your 
conapany  ? 

Mr.  Cutler.  No. 

Mr.  Garrett.  To  meet  the  competition  of  the  Amalgamated  ? 

Mr.  Cutler.  No. 

Mr.  Garrett.  Is  there  any  sugar  company  in  the  West  with  which 
you  are  in  competition  ?     . 

Mr.  Cutler.  Sugar  refineries  and  beet  sugar  factories  in  California. 

Mr.  Garrett.  What  form  does  that  competition  take  ? 

Mr.  Cutler.  They  are  all  tr5dng  to  sell  sugar  in  our  territory,  and 
do  sell  sugar. 

Mr.  Garrett.  Do  you  meet  that  competition  by  reduction  in  prices  1 

Mr.  Cutler.  When  I  say  "our  territory,"  I  do  not  blame  them. 
They  were  in  the  territory  before  we  were.  If  I  was  in  their  place,  I 
would  do  the  same  thing. 

Mr.  Garrett.  Do  you  try  to  sell  in  their  territory  ? 

Mr.  Cutler.  We  can  not  go  to  San  Francisco  on  account  of  the 
freight  rates. 

Mr.  Garrett.  How  can  they  come  to  you  ? 

Mr.  Cutler.  Because  the  freight  rates  are  arranged  that  way. 
They  are  less  seaboard — that  is,  Atlantic  seaboard — than  they  are 
going  west. 

Mr.  Garrett.  They  have  that  advantage  of  you,  then;  you  can 
not  go  to  the  coast  and  they  can  get  to  your  territory  ? 

Mr.  Cutler.  No;  we  can  not  get  to  the  coast  without  loss. 

Mr.  Garrett.  I  understand. 

Mr.  Cutler.  But  we  can  go  to  the  Missouri  River. 

Mr.  Garrett.  Because  the  eastern  freights  are 

Mr.  Cutler.  Lower  in  proportioti. 

Mr.  Garrett.  Than  the  western  freights? 

Mr.  Cutler.  Yes. 
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Mr.  Garrett.  Do  you  know  why  that  is  ? 

Mr.  Cdtlek.  The  enormous  amount  of  sugar,  I  should  say,  that 
is  coming  from  the  Phihppine  Islands  and  the  Hawaiian  Islands — ^a 
tremendous  amount  of  sugar  that  has  to  go  east,  and  there  is  not  so 
much  west.  The  population  of  the  West  being  meager  in  compari- 
son with  that  in  the  East,  it  requires  more  sugar.  That  is  one  rea- 
son. There  are  others  that  I  am  probably  not  as  famihar  with  as' 
the  refiners. 

Mr.  Garrett.  Is  it  just  the  sugar  alone  on  which  that  is  true  of 
the  rates  ? 

Mr.  Cutler.  I  am  not  in  other  busiuess,  and  I  have  got  about  all 
I  can  do  to  look  after  my  sugar  rates  and  things  of  that  sort,  so  that 
I  do  not  give  such  things  my  attention. 

Mr.  Garrett.  Do  you  know  whether  there  are  other  things  of 
which  that  is  true  ? 

Mr.  Cutler.  Yes;  there  are  some  rates.  There  is  a  tremendous 
crop  of  fruits  in  California.  I  take  it  that  the  rates  on  Florida  fruits, 
and  things  of  that  sort  that  come  into  competition  with  the  Cahfornia 
fruits,  would  obtain  a  greater  rate  from  the  Atlantic  seaboard  than 
they  would  from  the  Pacific. 

Mr.  Garrett.  What  is  your  mam  railroad  to  the  Pacific  coast  ? 

Mr.  Cutler.  We  have  now  two  connections.  We  have  the  Union 
Pacific  from  Omaha,  and  we  have  the  Rio  Grande  from  Salt  Lake, 
which  has  now  a  western  connection  called  the  Western  Pacific,  in 
connection  with  some  Gould  roads,  on  the  Missouri  River,  and  so  on. 

Mr.  Garrett.  Is  President  Smith  a  director  in  the  Union  Pacific? 

Mr.  Cutler.  I  have  understood  so.  I  think  that  for  many  years 
it  has  been  the  custom  to  have  a  director  from  Salt  Lake,  through 
which  the  railroad  passes.  Previous  to  his  being  a  director  I  think 
that  John  Sharp  was,  was  he  not  ? 

Mr.  Young.  Yes ;  ever  since  the  Union  Pacific  has  been  completed 
there  has  been  a  Mormon  director  of  the  Union  Pacific. 

Mr.  Garrett.  The  Mormon  Church  owns  considerable  of  the  Union 
Pacific  stock? 

Mr.  Cutler.  I  do  not  know  anything  about  that. 

Mr.  Garrett.  You  do  not  know  about  that  ? 

Mr.  Cutler.  No,  sir. 

Mr.  Garrett.  You  say  you  reach  the  Missouri  River  territory. 
Let  me  ask  you,  first,  what  percentage  of  the  business  of  Utah  do  you 
control  ? 

Mr.  Cutler.  ^Of  Utah,  about  13  per  cent;  13  per  cent  of  our 
manufacture  may  be  sold  in  Utah.     That  is  about  the  average. 

Mr.  Garrett.  Thirteen  per  cent  of  your  manufacture  is  sold  in 
Utah  ? 

Mr.  Cutler.  Yes;  that  is  all.     About  6  per  cent  in  Idaho. 

Mr.  Garrett.  What  proportion  of  the  total  do  you  supply — the 
total  consumption  ? 

Mr.  Cutler.  The  total  consumption,  if  you  figure  on  the  basis  of 
80  pounds  per  head,  which  I  assume  is  fair,  inasmuch  as  it  is  called 
82  pounds  m  the  United  States 

Mr.  Garrett.  Eighty-one  pounds. 

Mr.  Cutler.  Figuring  that  out,  there  is  375,000.  That  would  be 
13,000,000  pounds  in  Utah,  and  call  Idaho  25,000,000;  that  makes 
55,000,000  pounds  consumed,  of  all  sorts  of  sugar,  in  Utah  and  Idaho. 
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Mr.  Young.  In  Utah  there  are  30,000,000  pounds  more  ? 

Mr.  Cutler.  Yes;  I  should  say  so,  of  all  sorts  and  in  all  forms. 

Mr.  Young.  And  13  per  cent  of  70,000,000 

Mr.  Cutler.  Yes;  would  be  9,100,000  pounds. 

Mr.  Young.  And  then  take  about  one-third  of  that. 

Mr.  Garrett.  You  supply  about  one-third  ? 

Mr.  Cutler.  Yes. 

Mr.  Garrett.  Do  you  know  anything  about  how  much  the  Amal- 
gamated supplies  ? 

Mr.  Cutler.  No,  sir;  I  do  not. 

Mr.  Garrett.  Mr.'  Cutler,  why  is  it  that  the  beet-sugar  refineries 
turn  out  nothing  but  one  kind  of  sugar — just  the  granulated  sugar  ? 

Mr.  Cutler.  That  is  a  question  I  have  asked  of  myself,  and  I  can 
only  answer  it  in  this  way,  that  I  have  been  20  years  in  the  business 
and  we  have  not  yet  quite  perfected  granulated  sugar  as  I  want  it — 
that  is,  in  the  estimation  of  a  great  many  people.  We  think  we  have, 
and  we  say  we  have,  but  other  people  say  we  have  not,  and  hence  we 
have  to  make  the  differential  of  20  cents  below  the  price  of  cane  sugar 
to  sell  it. 

Mr.  Garrett.  You  sell  yours  20  cents  below  the  price  of  cane 
sugar  ? 

Mr.  Cutler.  Yes. 

Mr.  Garrett.  Is  that  true  of  the  trade,  generally  ? 

Mr.  Cutler.  It  is  true  of  our  trade.  I  do  not  know  about  the 
others. 

Mr.  Garrett.  You  know  about  the  Amalgamated  Co.  also,  do  you 
not? 

Mr.  Cutler.  I  think  they  have  to  make  the  same  difference. 

Mr.  Garrett.  The  same  rate  ? 

Mr.  Cutler.  I  take  it  so. 

Mr.  Garrett.  Now,  what  about  the  other  beet-sugar  people  in 
California  who  come  into  your  territory?  I  understood  you  to  say 
that  the  beet-sugar  people  from  there  came  into  your  territory  ? 

Mr.  Cutler.  There  is  quite  an  amount  of  sugar  that  came  in,  and 
for  various  reasons.  One  was  stated  here,  I  think,  by  Mr.  Warren, 
the  other  day,  that  struck  me  very  forcibly  as  being  an  absolute  fact, 
so  much  so  that,  on  purpose  to  be  able  to  meet  one  sort  of  that  com- 
petition where  the  jobbers  required  mixed  carloads,  I  bought  and 
stored  in  Salt  Lake  City,  lumps,  powdered,  and  softs  in  order  to  get  a 
whole  carload  at  one  time,  but  it  was  very  unsatisfactory.  I  did  that 
so  as  to  mix  them  in  where  a  customer  would  say,  "You  can  not  fill 
my  order.  I  want  one-fourth  of  that  car  granulated  sugar,  but  if  you 
can  not  supply  me  with  lump  and  powdered  and  so  forth,  I  can  not 
buy  from  you.     I  will  have  to -purchase  from  somebody  else." 

Mr.  Garrett.  It  is  your  idea,  then,  that  the  fact  that  the  process 
has  not  been  perfected,  in  the  opinion  of  the  public,  of  making  granu- 
lated sugar  from  beets,  has  retarded  any  efforts  to  develop  any  other 
sort  of  manufacture  except  the  manufacture  of  granulated  ? 

Mr.  Cutler.  I  may  stand  alone  in  my  opinion.  I  have  asked  this 
question  of  a  great  many  beet-sugar  manufacturers,  "Why  do  we  not 
go  into  the  manufacture  of  something  besides  granulated  sugar?" 
My  answer  has  always  been  this.  It  is  a  good  deal  like  beet  seed 
selection.  The  thing  is  so  intense,  that  I  have  spent  20  years  of  my 
life  to  arrive  where  we  are  and  now  we  find  our  work  is  full  of  imper- 
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f  ections ;  and  when  we  find  we  can  get  down  to  the  fine  point  where  we 
can  compete  in  the  manufacture  of  other  sugars,  perhaps  we  will  go 
into  it. 

Mr.  Garrett.  Did  you  go  abroad  to  study  it  ? 

Mr.  Cutler.  I  have  been  abroad  several  times. 

Mr.  Garrett.  Did  you  go  abroad  to  study  the  work  before  you 
went  into  it? 

Mr.  Cutler.  I  did,  somewhat,  yes;  in  Germany  and  in  France. 

Mr.  Garrett.  In  Germany  do  they  make  anything  except  the 
granulated  sugar? 

Mr.  Cutler.  Practically,  in  all  the  German  factories  I  visited, 
they  make  nothing  but  the  raw  sugars,  and  they  will  have  a  central 
refinery  for  several  factories;  several  factories  will  get  together  and 
have  a  central  refinery,  and  they  make  those  sugars  in  that  refinery. 

Mr.  Malby.  He  does  not  answer  your  question  yet. 

Mr.  Garrett.  Does  the  central  refinery  make  anything  but  granu- 
lated sugar  ? 

Mr.  Cutler.  Yes;  the  central  refinery  does.  I  intended  to  answer 
your  question  fully.  Yes;  the  central  factory  makes  all  sorts  of 
sugar,  or,  refines.  Pardon  me,  I  ought  to  use  the  word  "refine," 
not  "make."  The  central  refinery  purchases  the  raw  sugar  and 
makes,  just  exactly  as  our  refineries  do,  the  refined  sugars. 

Mr.  Garrett.  From  the  beginning  the  factories  in  this  country 
made  refined  sugar  from  the  beets,  did  they  not  ? 

Mr.  Cutler.  Yes. 

Mr.  Garrett.  They  have  never  produced  raw  sugar  and  sent  it  to 
refineries  ? 

Mr.  Cutler.  No;  the  refineries  are  too  remote  to  be  able  to  do 
that. 

Mr.  Garrett.  Was  that  the  reason,  do  you  suppose,  in  the  begin- 
ning, why  that  was  done  ? 

Mr.  Cutler.  One  reason. 

Mr.  Garrett.  What  were  the  others  ? 

Mr.  Cutler.  The  explanation  that  I  have  from  some  of  the  refiners 
is  this:  If  you  take  the  beet  sugar  in  its  raw  state  there  is  more  ash 
than  there  is  in  the  cane  sugar,  and  they  have  to  mix  the  two  together 
to  obtain  the  best  results.  For  instance,  they  buy  muscovado. 
Nmety-six  centrifugal  test  of  course  is  the  highest  degree  of  sugars 
m  the  raw,  and  they  mix  them  together  to  get  their  results.  Also, 
there  is  the  prmciple  that  the  larger  the  refinery  the  greater  the 
advantage;  just  exactly  the  same  as  a  smelter  that  has  access  to  a 
great  many  mines.  It  may  buy  ores  that  contain  sufficient  fiuxing 
material  and  they  do  not  have  to  purchase  that  fluxing  material. 
Iheretore,  m  refinmg  the  larger  their  operations  and  the  better  and 
larger  they  are  the  better  can  they  refine  by  the  purchase  of  all 
grades. 

Mr.  Garrett.  Is  there  much  raw  beet  sugar  imported  into  this 
country  ?  or 

Mr.  Cutler.  From  Cuba. 

Mr.  Garrett.  That  is  cane  sugar,  is  it  not « 

Mr.  Cutler.  Raw  beet  sugar  ? 

Mr.  Garrett.  Yes;  beet  sugar. 

Mr.  Cutler.  I  think  not  at  the  present  time.  Pardon  me,  I  mis- 
understood you;  I  think  not. 


AMERICAN   SUGAR  REPINING   GO.  795 

Mr.  Garrett.  There  is  not  anything  in  the  nature  of  beet  sugar 
itself  that  prevents  its  manufacture  m  forms  other  than  that  in 
which  it  is  now  manufactured,  is  there  ? 

Mr.  Cutler.  A  grain  of  sugar  can  not  be  made  anything  else  than 
a  grain  of  sugar.  The  only  difference  in  it  is  in  its  moisture.  You 
apply  the  polariscope  test  to  it  and  it  is  impossible  to  distinguish  it 
from  a  gram  of  cane  sugar. 

The  only  difference  is  in  our  altitude ;  in  Utah  the  sugar  is  a  little 
fraction  harder,  on  account  of  the  dryness  of  the  atmosphere.  It  is 
very  Httle.  Your  Government  men  made  tests  out  there,  and  one 
of  them  actually  got  a  polariscope  test  of  101  per  cent  out  of  some  of 
our  sugar.  I  took  him  to  task  for  it,  because  I  think  his  polariscope 
was  not  correct,  but  he  got  101  pure. 

Mr.  Garrett.  One  hundred  and  one  pure  ? 

Mr.  Cutler.  Yes;  that  is  on  record. 

Mr.  Garrett.  What  is  the  average  production  in  Utah,  Mr.  Cutler, 
to  the  acre,  of  beets  ? 

Mr.  Cutler.  It  has  varied,  it  has  fluctuated,  very  much.  It  is 
getting  down  now  to  a  better,  more  normal  basis.  It  has  fluctuated 
in  Utah.  The  first  result  that  I  had,  20  years  ago,  we  got  about 
5  tons  to  the  acre,  with  9  per  cent  sugar,  and  the  maximum  has  been 
17^  tons  to  the  acre  on  the  average. 

Mr.  Garrett.  Seventeen  and  a  quarter  tons  ? 

Mr.  Cutler.  Seventeen  and  a  quarter  tons.     That  is  the  maximum. 
,  Mr.  Garrett.  Is  that  usual  ? 

Mr.  Cutler.  No;  that  is  unusual;  but  from  present  appearances 
I  ought  to  get  that  this  year,  because  we  have  had  an  ideal  spring. 

Mr.  Young.  Not  as  an  average. 

Mr.  Cutler.  Yes.  No;  I  say  we  should  have  that  on  this  year's 
crop.  We  should  have  as  good  a  crop  as  ever  we  had  of  the  maximum 
crop,  this  year. 

Mr.  Garrett.  Do  you  mean  to  say  that  you  think  this  year  you 
should  have,  on  the  average,  17^  tons  ?  . 

Mr.  Cutler.  I  think  it  is  as  good  a  year  as  we  have  had  durmg 
our  maximum  years — as  good  a  season.     But  that  is  not  the  average. 

Mr.  Garrett.  What  I  want  to  get  is,  what,  in  your  judgment,  is 
a  fair  average  good  yield  ? 

Mr.  Cutler.  I  think  in  Utah  the  average  might  be  12  tons. 

Mr.  Garrett.  That  is  much  higher  than  Michigan. 

Mr.  Cutler.  It  is  a  little  higher,  according  to  the  reports  here, 

Mr.  Garrett.  How  does  it  compare  with  California  ? 

Mr.  Cutler.  I  would  not  like  to  take  the  past  10  years  for  that, 
but  I  would,  say,  take  the  past  5  years,  by  improved  methods—— 

Mr.  Garrett.  Is  that  crop  grown  mostly  m  the  irrigated  lands  i 

Mr.  Cutler.  They  are  learning  to  put  their  beets  on  their  verj' 
best  lands.  All  our  beets  are  irrigated  in  the  mountain  country, 
but  to  irrigate  them  properly  and  to  get  the  very  best  results  is 

difficult.  ,  ,.         ,      •  ii.     0 

'    Mr  Garrett.  How  about  the  percentage  oi  saccharine  matter « 

Mr'  Cutler.  That  has  also  improved  very  much.  I  would  say 
that  the  average  tests  probably,  for  Utah,  may  be  for  the  past  five 
years  from  15  to  15^.  They  were  much  higher  last  year.  Ihey 
#ere  over  16  in  Utah  last  year. 
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•  Mr.  Garrett.  So  that  that  would  seem  to  be,  according  to  the  tes- 
timony given  here  yesterday,  about  the  same  as  the  Michigan  in 
saccharine  matter  ? 

Mr.  Cutler.  Yes. 

Mr.  Garrett.  I  want  to  ask  you  this:  Does  your  company  own 
large  tracts  of  land  which  it  cultivates  itself,  or  do  you  buy  your  beets 
from  the  farmers  ? 

Mr.  Cutler.  We  have  protected  ourselves.  That  was  partly  the 
yeason  we  purchased  the  Bear  River  system  and  the  lands  contiguous. 
We  purchased  30,000  acres  of  land  to  protect  ourselves  in  case  of  any 
troubles,  and  we  aim,  in  the  vicinity 

Mr.  Garrett.  You  mean,  now,  in  case  the  farmers  should  fail  to 
raise 

Mr.  Cutler.  Should  fail  to  raise. 

Mr.  Garrett  (continuing).  Or  if  they  should  combine  in  any  sort 
of  a  way  to  put  up  prices  on  you  ? 

Mr.  Cutler.  In  the  early  history  of  the  beet  sugar  our  motive  in 
obtaining  land  was  to  set  the  farmer  the  example,  and  we  spent  a 
great  deal  of  money  doing  it.  We  always  tried  to  keep  a  little  ahead 
of  the  farmer,  to  get  the  best  experts  the  country  would  afford,  and 
keep  a  little  ahead,  but  in  some  localities  the  farmers  got  ahead  of  us. 

Mr.  Garrett.  Have  you  ever  had  any  difficulty — have  you  had 
much  difficulty,  at  least,  about  getting  them  to  grow  beets? 

Mr.  Cutler.  Yes;  we  have  had  difficulty  in  some  localities. 

Mr.  Garrett.  In  getting  them  to  grow  the  beets  ? 

Mr.  Cutler.  In  the  newer  districts. 

Mr.  Garrett.  How  do  you  account  for  that,  if  it  is  so  profitable  a 
crop? 

Mr.  Cutler.  Because  they  have  not  learned  to  make  it  profitable. 
Where  there  are  difficulties  they  have  not  learned  yet  to  make  it 
profitable. 

Mr.  Garrett.  That  is,  they  have  not  learned  how  to  cultivate  it? 

Mr.  Cutler.  Not  thoroughly,  no. 

Mr.  Garrett.  Does  it  require  very  great  technical  knowledge  to 
raise  the  sugar  beet  ? 

Mr.  Cutler.  Not  very  great  technical  knowledge.  We  issue 
mstructions,  and  if  the  farmer  will  follow  those  instructions  he  will 
succeed.  We  study  his  land,  and  if  he  will  follow  the  instructions 
of  our  agricultural  men,  whose  experience  has  taught  them  how  to 
treat  the  different  kinds  of  land,  and  so  on,  he  will  get  good  results. 
The  greatest  trouble  with  the  farmer  seems  to  be  to  do  the  work  at  the 
proper  time— the  thinning— to  do  the  work  just  when  it  ought  to  be 
done.  * 

Mr.  Garrett.  I  think  it  would  be  interesting  if  you  would  give, 
bneiiy,  the  process  of  growing  the  sugar  beet. 

Mr.  Cutler  It  is  a  very  simple  thing.  We  advocate  the  land  to 
be  plowed  in  the  fall.  It  gives  very  much  better  results,  and  we  ad- 
vocate plowing  fairly  deep,  and  each  year  turning  under  a  little  new 
sou,  in  virgin  land;  not  too  much,  because  the  virgin  soil,  that  has' 
never  yet  been  tested  and  tried,  or  brought  to  the  surface,  is  cold. 
X  ou  will  aim  to  bring,  m  a  great  many  instances,  say  a  half  an  inch 
ot  new  soil  to  the  surface.  I  am  speaking  now  of  land  that  has  not 
had  beets  on.  Ordinarily  I  might  say  that  it  is  not  advisable  to 
put  beets  on  new  land  m  our  country.     It  is  not  advisable  to  do  it. 
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It  has  laid  bare  in  a  raw  state  for  probably  thousands  of  years,  and 
never  has  had  water  on  it,  and  it  is  harsh;  so  that  we  do  not  advocate, 
ordinarily  speaking,  the  putting  in  of  beets  the  first  year  on  new 
land.  We  advise  the  farmer  to  put  in  alfalfa  on  that  land,  to  grow 
alfalfa  for  for  one  or  two  years,  plowing  the  alfalfa  in  after  the  second 
year,  to  niake  a  fertilizer  and  to  loosen  up  the  soil.  Then,  if  he  does 
that,  he  will  use  a  cultivator  in  the  place  of  a  harrow  in  the  spring, 
and  smooth  his  soil  down  to  as  smooth  a  bed  as  it  is  possible,  just  the 
same  as  though  he  was  preparing  it  for  a  seed  bed  for  vegetables  of 
any  other  kind,  and  the  seed  is  then  sown  at  the  proper  time.  We 
sow  about  from  15  to  18  pounds  per  acre  with  machinery.  Then 
comes  the  thinning.  After  that  we  call  the  beets  laid  by  until 
irrigation.  Now,  we  never  irrigate  beets  until  they  have  made  as 
much  growth  as  they  can  without  water,  because  you  want  the 
beet  to  go  dovi^n  into  the  ground  and  get  its  tap  root.  A  beet  some- 
times will  go  down  for  2  feet  in  search  of  moisture,  just  like  alfalfa 
roots.  About  the  first  of  June  to  the  first  of  July,  according  to  the 
dryness  of  the  season,  we  begin  to  irrigate  those  beets.  According 
to  the  nature  of  the  soil,  whether  it  may  be  sandy,  loose  or  heavy, 
the  number  of  irrigations  will  be  from  two  to  five  in  a  season.  Then 
comes,  of  course,  the  hoeing,  the  cultivating,  and  the  harvesting. 

Mr.  Garrett.  How  much  can  one  man  attend  to  ? 

Mr.  Cutler.  That  is  a  difficult  question.  I  heard  you  put  that 
question  yesterday.  That  is  hard  to  answer,  for  this  reason:  One 
man  alone  can  not. do  the  work  of  a  large  farm  in  the  cultivation  of 
beet's,  because  there  has  got  to  be  a  certain  amount  of  work  done  at  a 
certain  time;  but  I  have  men,  contractors,  who  take  40  acres,  and 
with  the  aid  of  their  boys — two  or  three  boys — they  will  cultivate 
and  mature  40  acres  of  beets,  and  they  have  other  farms  and  other 
crops  besides.  A  man  who  has  three  of  four  boys  who  can  work  can 
do  that;  and  once  in  a  while  I  have  seen  the  girls,  in  their  bloomers, 
out  thinning  beets. 

Mr.  Garrett.  Do  you  ever  have  any  difficulty  with  the  farmers 
about  the  prices  ? 

Mr.  Cutler.  Yes;  at  times.  A  farmer  will  take  all  he  can  get, 
like  the  balance  of  us.     He  would  be  glad  if  he  could  get  $20  a  ton. 

Mr.  Garrett.  Have  the  farmers  ever  made  any  effort  to  combine 
and  put  up  the  prices  ? 

Mr.  Cutler.  Yes. 

Mr.  Gakrett.  They  have  ? 

Mr.  Cutler.  Yes. 

Mr.  Garrett.  Is  that  a  matter  of  very  frequent  occurrence  ? 

Mr.  Cutler.  No;  we  meet  them. 

Mr.  Garrett.  At  such  times  you  have  been  able  to  provide  your- 
selves from  your  own  lands  ? 

Mr.  Cutler.  No;  we  have  not  done  but  little  with  our  own  lands 
as  yet. 
.  Mr.  Garrett.  What  do  you  pay  for  beets  ? 

Mr.  Cutler.  $5  is  our  contract  price  with  the  farmer;  and  then 
the  freight,  which  brings  the  beets  up  to  higher.  I  might  say  this 
season  I  expect  the  beets  will  cost  us,  laid  in  at  our  factories,  $5.60 
to  $5.65,  flat  price.  We  do  not  pay  on  the  basis  on  which  they  pay  in 
Michigan,  for  the  reason  that  our  farmers  are  not  educated  up  to  that. 
They  do  not  seem  to  want  to  take  a  contract  that  will  confine  them 
to  the  sugar  in  the  beet,  as  yet.     I  will  be  glad  when  they  come  to  it. 
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Mr.  Garrett.  You  think  it  will  add  to  the  quality  ? 

Mr.  Cutler.  To  the  quality  of  the  beet.  In  Germany  in  a  great 
many  places  I  noticed  that  they  not  only  based  their  prices  on  the 
sugar  in  the  beet,  but  also  on  the  price  of  sugar  that  year.  I  would 
be  glad  if  that  would  come.  I  would  be  very  glad  if  we  could  get  on 
a  basis  of  that  kind. 

Mr.  Garrett.  On  the  price  of  what  ? 

Mr.  Cutler.  On  the  price  of  the  sugar.  The  price  of  sugar  for  the 
year  is  also  considered. 

Mr.  Garrett.  Of  that  year  ? 

Mr.  Cutler.  Yes. 

Mr.  Garrett.  Your  selling  price  is  about  what  ? 

Mr.  Cutler.  The  selling  price  in  Utah  to-day,  the  price  that  we 
obtain  for  sugar  at  the  factories,  is  about  5  cents.  The  sugar  that 
we  send  away  to  the  Missouri  River — to  Iowa;  Iowa  is  a  great  State 
for  our  sugar  and  takes  considerable  of  it — the  price  obtained  there, 
on  my  last  invoices,  was  4.32  cents,  net  to  us,  after  paying  freight. 

Mr.  Garrett.  You  do  not  give  to  the  people  of  the  locality  the 
advantage  of  the  freight  rate  ? 

Mr.  Cutler.  We  take  all  the  advantage  that  we  can  of  the  price 
that  obtains  in  our  territory  at  the  time,  less  20  cents,  that  it  would 
cost  to  bring  sugar — that  it  does  cost  to  bring  sugar — into  the  State; 
and  without  that  advantage  we  could  not  live — that  is,  from  our  own 
standpoint. 

Mr.  Garrett.  In  other  words,  if  you  did  not  have  the  Utah  market 
you  could  not  sustain  yourselves  ? 

Mr.  CuLTER.  We  do  not  see  how  we  could  if  we  did  not  have  that 
price. 

Mr.  Garrett.  Do  you  make  money  on  that  which  you  sell  at  4.32, 
which  you  send  to  the  Missouri  River  territory  1 

Mr.  Cutler.  We  make  some  money;  we  make  something.  We  do 
not  make  dividends. 

Mr.  Garrett.  You  make  your  dividends  out  of  your  Utah  sales  ? 

Mr.  Cutler.  Not  altogether.  We  do  not  make  full  dividends  on 
that  which  we  send  away;  not  full  dividends. 

Mr.  Garrett.  Then  am  I  to  understand  that  you  would  not  be 
able  to  make  dividends  if  you  were  obhged  to  sell  altogether  in  the 
Missouri  River  territory  ? 

Mr.  Cutler.  They  would  be  very  much  reduced. 

Mr.  Garrett.  What  dividends  have  you  paid  ? 

Mr.  Cutler.  Up  to  the  amalgamation  in  1907  we  paid  6  per  cent 
on  the  preferred  stock,  and  I  say  that  we  only  paid  two  dividends  of 
one  and  a  quarter  each  on  the  capital  stock. 

Mr.  Garrett.  Yes;  that  was  before  the  amalgamation. 

Mr.  Cutler.  Yes. 

Mr.  Garrett.  And  since  that  ? 

Mr.  Cutler.  Since  that  we  have  paid  7  per  cent  on  the  preferred 
stock  and  nothmg  on  the  commoli,  because  the  common  now  has  been 
retired. 

Mr.  Garrett.  The  common  stock  has  been  retired  ? 

Mr.  Cutler.  Yes. 

Mr.  Garrett.  So  that  the  entire  stock  is  now  receiving  a  dividend 
of  7  per  cent?  ^ 

Mr.  Cutler.  Yes. 
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Mr.  Gaeeett.  Is  that  guaranteed  ? 

Mr.  CuTLEE.  The  common  stock  was  retired  not  at  par  value. 

Mr.  Gaeeett.  How  was  it  retired  ? 

Mr.  CuTLEE.  It  was  retired  on  a  basis  of  four  dollars  and  a  half  in 
preferred  stock.  There  was  dissatisfaction  among  the  common 
stockholders  that  held  more  common  than  preferred.  Some  of  them, 
in  fact,  had  bought  common  stock  for  speculation. 

Mr.  Gaeeett.  When  did  that  retiring  of  common  stock  occur  ? 

Mr.  Cutlee.  There  are  about  18  shares  out  yet,  so  that  we  can  not 
say  that  it  is  retired.  That  18  shares  is  in  the  hands  of  about  four 
trustees  in  the  States,  so  that  it  is  difficult  to  get  rid  of.  It  has  been 
about  a  year  that  it  has  been  gradually  retired  on  that  basis. 

Mr.  Gaeeett.  It  was  retired  by  the  company  ? 

Mr.  CxjTLEE.  Yes,  by  the  company. 

Mr.  Young.  The  company  had  a  surplus  in  the  treasury  of  pre- 
ferred stock  which  it  issued  on  that  basis  of  the  common  stock. 

Mr.  Gaerett.  And  it  is  not  subject  to  reissue  ? 

Mr.  Cutlee.  No,  sir. 

Mr.  Gaeeett.  You  say  that  Mr.  Havemeyer  sought  you  ? 

Mr.  Cutlee.  Mr.  Havemeyer  originally  sought  me. 

Mr.  Garrett.  He  sent  Mr.  Willett  ? 

Mr.  Cutler.  Yes. 

Mr.  Gaeeett.  Through  the  West  and  through  Utah,  studying  the 
business,  and  he  came  to  you  and  stated  he  was  from  Mr.  Havemeyer  ? 

Mr.  Cutlee.  No,  he  did  not  state  that  he  was  from  Mr.  Havemeyer, 
He  did  subsequently,  but  not  at  first ;  he  did  not.  He  wanted  to  feel  of 
me,  and  it  was  several  days  before  he  told  me  who  the  party  was.  He 
said  that  he  had  a  party  who  was  influential,  who  had  wealth,  and 
who  desired  to  go  into  the  beet-sugar  industry.  That  was  his  first 
statement.  He  said,  "I  will  not  tell  you."  I  said,  "I  am  not  goiag 
to  ask  until  I  tell  you  whether  I  will  entertain  any  proposition,  or  how 
my  people  would  feel  about  it,  to  start  in  on."  Finally,  before  I  left 
for  New  York,  he  told  me  who  the  party  was,  and  told  me  where  he 
would  meet  me. 

Mr.  Gaeeett.  You  knew  of  Mr.  Havemeyer  before  that,  of  course  ? 

Mr.  Cutlee.  I  had  heard  of  him.     I  hacl  never  met  him. 

Mr.  Garrett.  You  had  never  met  him  ? 

Mr.  Cutler.  No,  sir. 

Mr.  Gaeeett.  How  did  it  happen  that  you  and  Mr.  Havemeyer 
settled  upon  just  the  basis  you  did  as  to  his  ownership;  that  is,  that 
he  and  the  American  Sugar  Refining  Co.  should  acquire  precisely  a 
half  ownership  in  your  companies  ? 

Mf.  Cutler.  Because  te  asked  if  he  could,  obtain  one-half. 

Mr.  Gareett.  Do  you  know  why  he  wanted  that  particular 
amount  ? 

Mr.  Cutler.  No,  sir. 

Mr.  Garrett.  No  more  and  no  less  ? 

Mr.  Cutler.  I  do  not.  I  take  it  that  any  m'an  or  company  that 
held  half  could  soon  get  a  control  by  buying  one  share,  if  they  wanted 
it.     I  know  I  could,  m  almost  anj  company. 

Mr.  Gareett.  Besides  the  holdings  of  the  American  Sugar  Refining 
Co.  did  Mr.  Havemeyer  individually  hold  other  stocks  ? 

Mr.  Cutler.  I  did  not  quite  catch  that. 
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Mr.  Garrett.  Did  Mr.  Havemeyer  individually  hold  other  stocks 
besides  the  holdings  of  the  American  Sugar  Refining  Co.  ? 

Mr.  Cutler.  No.  When  we  were  organizing  the  Idaho  factory, 
the  stock  being  at  a  premium,  one  day  when  I  was  in  New  York  he 
asked  me  if  I  thought  that  I  could  purchase  him  some  stock  in  the 
Idaho  Sugar  Co.  That  was  before  we  amalgamated  with  the  Free- 
man. I  told  him  I  thought  so ;  it  would  have  to  be  purchased  through 
a  broker,  because  everything  was  issued.  He  said,  "Buy  me  $200,000 
worth.  Draw  on  me  through  McCormick's  Bank  in  Salt  Lake  City." 
I  bought,  gi'adually,  the  stock  that  he  asked  me  for,  and  sent  it  to 
him,  paying  the  premium  for  it.  I  asked  him  to  whom  it  should  be 
transferred,  and  he  said  to  transfer  it  to  a  party  by  the  name  of 
J.  C.  Mott.  Now,  that  is  all  I  know,  until  later,  after  Mr.  Have- 
meyer died,  that  stock  was  transferred  to  the  estate  of  H.  O.  Have- 
meyer. 

Mr.  Garrett.  And  transferred  on  the  books  of  the  company  ? 

Mr.  Cutler.  On  the  books  of  my  company. 

Mr.  Garrett.  Did  Mr.  Havemeyer  explain  to  you  why  he  had  that 
stock  put  in  the  name  of  Mr.  Mott  ? 

Mr.  Cutler.  He  simply  said  that  he  had  associates  that  had  inti- 
mated that  they  would  like  to  get  some  of  our  stock;  that  was  all. 

Mr.  Garrett.  And  did  he  explain  why  he  had  the  stock  put  in  the 
name  of  Mr.  Donner  and  Mr.  Heike  which  belonged  to  the  American 
Sugar  Refining  Co.  ? 

Mr.  Cutler.  No,  sir. 

Mr.  Garrett.  No  explanation  as  to  that  ? 

Mr.  Cutler.  No  explanation  whatever. 

Mr.  Garrett.  I  beheve  that  is  all. 

The  Chairman.  Will  some  other  gentleman  take  up  the  examina- 
tion here  ?  Before  that  is  done,  let  me  request  of  the  committee — and 
I  will  try  to  comply  with  the  request  myself — that  we  do  not  dupli- 
cate any,  because  it  takes  so  much  time.  Let  the  questions  follow 
as  much  as  possible  lines  not  gone-  over. 

Mr.  Malby.  In  the  interest  of  economizing  time  and  making  prog- 
ress I  most  heartily  indorse  that  suggestion. 

Only  a  question  or  two,  Mr.  Cutler,  if  you  please.  I  want  to  have 
you  state  a  httle  more  in  detail  where  you  market  your  sugar.  Can 
you  give  us  the  States  and  the  quantity  shipped  to  each  State  ? 

Mr.  Cutler.  I  can  only  do  it  from  very  indistinct  "memory.  I  have 
not  got  those  data  that  I  could  give  you,  and  I  can  give  it  to  you  only 
from  indistinct  memory.  The  last  year  a  fraction  over  20  per  cent 
was  marketed  m  the  States  of  Utah,  Idaho,  Oregon,  Wyoming,  and 
Nevada.  Not  much  in  Nevada.  The  balance  was  shipped  to 
Nebraska  and  all  points  on  the  Missouri  River,  from  St.  Paul  down 
to  Kansas  City,  Oklahoma,  and  probably  30  or  40  different  points 
that  way,  Iowa  taking  the  largest  pro  rata. 

Mr.  Malby.  Did  you  ship  any  into  Wisconsin  ? 

Mr.  Cutler.  I  thihk  a  httle;  very  Httle.  It  might  have  been  on 
some  special  occasion. 

Mr.  Malby.  Have  you  a  selhng  agent  of  your  company « 

Mr.  Cutler.  Yes.  ^  r     j 

Mr.  Malby.  What  is  his  name  ? 

Mr.  Cutler.  Joseph  Geoghegan. 

Mr.  Malby.  Where  does  he  reside  ? 
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Mr.  Cutler.  In  Salt  Lake  Citj. 

Mr.  Malby.  Did  you  sell  any  in  Illinois « 

Mr.  Cutler.  Yes,  sir. 

Mr.  Malby.  Any  considerable  quantity  ? 

Mr.  Cutler.  No,  sir. 

Mr.  Malby.  Or  in  Indiana  ? 

Mr.  Cutler.  No,  sir. 

Mr.  Malby.  Or  Kentucky  or  Tennessee  ? 

Mr.  Cutler.  No,  sir. 

Mr.  Malby.  Did  you  sell  much  of  any  east  of  the  Missouri  River  ? 

Mr.  Cutler.  Very  httle.  We  can  not  get  there  very  well.  We 
sold  in  Iowa,  of  course;  that  is  all. 

Mr.  Malby.  Is  there  any  express  or  implied  understanding  with 
other  beet-sugar  industries  that  you  shall  not  invade  the  territories 
east  or  west  ? 

Mr.  Cutler.  None  whatever. 

Mr.  Malby.  As  a  matter  of  fact,  you  do  not  sell  on  the  Pacific 
slope,  and  you  do  not  sell  much  east  of  the  Mississippi  River  ? 

Mr.  Cutler.  No,  sir;  we  can  not  get  much  east  of  the  Mississippi 
River  or  the  Missouri  River. 

Mr.  Malby.  Are  the  rates  very  much  different  from  Utah  to  St. 
Louis  than  to  Chicago  ? 

Mr.  Cutler.  Yes. 

Mr.  Malby.  Do  you  know  what  the  rates  are  ? 

Mr.  Cutler.  Our  rate  is  50  cents;  that  is,  to  the  Missouri  River, 
if  we  ship  in  carload  lots  of  less  than  55,000  pounds.  If  we  ship  in 
carloads  of  60,000  pounds,  it  is  50  cents  to  the  Missouri  River.  I 
think  I  can  tell  you  what  the  rates  are,  though,  to  different  points 
[consulting  naemoranda]. 

Mr.  Malby.  Give  us  a  few  illustrations  of  it. 

Mr.  Cutler.  In  distributing  sugars  in  the  States  east  of  the  Rocky 
Mountains  we  are  confronted  with  the  competition  of  the  refineries  of 
the  Atlantic  seaboard  and  the  Gulf;  also  the  competition  of  the  beet 
refineries  of  Colorado,  Nebraska,  and  Michigan.  The  freight  for 
dehvering  our  sugar  in  the  States  named,  with  the  exception  of  Okla- 
homa, is  55  cents  per  hundred  for  cars  of  33,000  pounds'  capacity,  and 
50  cents  per  hundred  for  cars  of  60,000  pounds'  capacity.  In  Chicago, 
where  once  in  a  while  we  are  compelled  at  times  to  market  some  of 
our  sugars,  we  have  the  competition  of  the  Colorado  factories,  who 
have  a  less  rate,  and  the  beet  refiners  of  Michigan,  with  rates  of  10  to 
15  cents  per  hundred,  and  the  refiners  of  the  Atlantic  seaboard,  with 
rates  of  22  cents  per  hundred  in  Minneapolis  and  St.  Paul,  where  they 
do  a  large  business,  so  that  to  meet  the  rate  from  New  York,  at 
Duluth  our  rates  are  55  and  60  cents,  as  against  24  cents  from  the 
Atlantic  seaboard.  In  Oklahoma  we  have  to  compete  with  the  New 
Orleans  refiners,  who  enjoy  a  rate  of  35  to  42  cents  as  against  the 
rates  named. 

Mr.  Malby.  While  you  have  pointed  out  the  territory  where  you 
have  competition,  and  the  reasons  for  competition,  you  do  not  quite 
tell  me,  if  you  have  them,  "what  the  rates  are  ? 

Mr.  Cutler.  The  rates  into  those  points? 

Mr.  Malby.  Yes ;  what  I  wanted  to  know  was  as  to  the  difference 
between  the  rates,  what  it  was  between  Utah  and  St.  Louis,  and  that 
of  Chicago,  or  points  east  of  the  Mississippi  River  ? 
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Mr.  Cutler.  That  is  not  the  only  point,  sir.      '  _ 

Mr.  Malby.  I  know  it  is  not  the  only  point,  but  it  is  the  only  point 
1  ask  for  at  present. 

Mr.  Cutler.  One  of  our  points— pardon  me  for  makmg  a  further 
explanation— is  that  we  try  to  get  into  Chicago,  and  we  have  got 
not  only  to  meet  the  competition,  but  a  less  price. 

Mr.  Malby.  I  know  you  have  to  meet  the  competition,  but  you 
say  less  rates  ? 

Mr.  Cutler.  A  less  price. 

Mr.  Malby.  What  are  the  rates.;  what  are  the  differences  i 

Mr.  Cutler.  We  do  not  want  to  go  into  any  territory  if  we  can 
help  it,  where  we  have  to  meet  a  less  price  than  we  could  obtam  at 
a  nearer  point.  i      ,    •  i 

Mr.  Malby.  Can  you  tell  me  the  difference  between  the  freight 

rates?  ,  ,  ,,         ^.i- 

Mr.  Cutler.  No;  I  am  not  posted  up  to-day  on  those  thongs. 

I  could  send  them  to  you. 

Mr.  Malby.  Do  the  railroad  companies  have  different  rates  for  a 
territory  west  of  the  Mississippi  River?  Is  that  the  dividing  liae, 
by  the  railroads,  for  the  establishment  of  rates  1 

Mr.  Cutler.  It  is  a  certain  dividing  line.  We  have  what  is  called 
the  Missouri  River  rates,  and  then  there  are  the  Mississippi  River 
rates. 

Mr.  Malby.  For  instance,  they  give  you  a  certain  rate  up  to  the 
Missouri  River  or  up  to  the  Mississippi  River,  and  then  beyond  that 
is  another  rate,  to  whatever  point  it  may  go  to  ? 

Mr.  Cutler.  Another  rate. 

Mr.  Malby.  Can  you  tell  me  about  what  the  rate  is  into  Chicago  ? 

Mr.  Cutler.  It  is  10  cents,  if  I  remember  correctly,  from  Omaha. 

Mr.  Malby.  Ten  cents  a  hundred  ? 

Mr.  Cutler.  Yes;  that  is  the  present  rate.  But  the  question  of 
rates  is  such  a  complicated  one  that  we  have  a  traffic  manager,  and 
all  those  matters  are  left  to  him,  and  I  can  not  go  into  them. 

Mr.  Malby.  If  you  can  fUe  with  the  committee  a  statement,  at 
any  time,  on  the  part  of  your  company,  giving  the  rates  between 
Utah  and  the  territory  west  of  the  Missouri  River,  the  rates  west  of 
the  Mississippi  River,  and  the  rates  east  of  the  Mississippi  River,  in 
contiguous  States,  I  would  be  pleased  to  have  you  do  it. 

Mr.  Cutler.  That  can  be  done,  sir. 

Mr.  Malby.  In  contiguous  States.  Now,  in  the  territory  in  which 
your  factories  are  operating  are  there  any  competing  companies  in 
the  manufacture  of  beet  sugar  ? 

Mr.  Cutler.  Yes. 

Mr.  Malby.  What  are  they  ? 

Mr.  Cutler.  The  Amalgamated  Sugar  Co. 

Mr.  Malby.  Where  does  the  Amalgamated  have  its  factories 
located  ? 

Mr.  Cutler.  One  in  Ogden,  Utah,  and  one  in  Logan,  Utah.  Then 
there  is  the  Lewiston  Co.,  a  separate  company.  Is  Lewiston  in  Utah 
or  Idaho  ?     It  is  in  Utah,  is  it  not  ? 

Mr.  Young.  It  is  in  Utah. 

Mr.  Cutler.  It  is  so  near  the  dividing  hne  that  I  really  did  not 
know. 

Mr.  Malby.  Where  do  you  locate  Lewiston,  in  Idaho  or  in  Utah? 
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Mr.  Cutler.  It  is  in  Utah,  pretty  near  the  dividing  line. 

Mr.  Malby.  Do  you  know  what  the  capacity  of  the  Ogden  mill  is  ? 

Mr.  Cutler.  No,  sir;  they  have  increased  several  times. 

Mr.  Malby.  Do  you  know  what  the  capacity  of  the  Logan  mill  is  ? 

Mr.  Ctn'LER.  I  do  not  know. 

Mr.  Malby.  Or  of  the  LeAviston  mill  ? 

Mr.  Cutler.  I  do  not  know. 

Mr.  Malby.  Do  you  know  what  the  output  is  in  tons  of  sugar  from 
those  who  are  operating  in  your  territory  ? 

Mr.  Cutler.  No  ;  I  do  not  know.  From  repute  I  would  say  about 
-one-hMf  of  what  we  produce  in  a  normal  season. 

Mr.  Malby.  Located  at  the  mills  or  factories  to  which  you  have 
referred  ? 

Mr.  Cutler.  Yes;  I  would  judge  that. 

Mr.  Malby.  Under  whose  management  are  they,  or  have  you 
given  that  ? 

Mr.  Cutler.  Mr.  Eccles  is  the  president  of  the  company — David 
Eccles. 

Mr.  Malby.  Who  owns  the  stock  ?  Or,  to  make  it  brief,  does  the 
American  Sugar  Refining  Co.  own  any  of  the  stock  ? 

Mr.  Cutler.  They  own  part — one-half,  from  repute — of  the 
Amalgama'ted  Co.,  which  has  three  factories.  I  did  not  mention  it 
to  you,  but  I  did  to  Mr.  Garrett,  that  they  also  incorporated — ^the 
Amalgamated — with  the  one  in  Rio  Grande,  Oreg. 

Mr.  Malby.  The  Amalgamated  includes  what  companies  ? 

Mr.  Cutler.  It  includes  the  factories  of  Ogden,  Logan,  and  Rio 
Grande,  Oreg. 

Mr.  Malby.  You  say  that  the  American  Sugar  Refining  Co.  has 
an  interest  in  the  stock  of  those  companies  ? 

Mr.  Cutler.  Of  that  company. 

Mr.  Malby.  Of  that  company,  and  owns  the  subsidiary  companies 
to  what  extent  ? 

Mr.  Cutler.  Pardon  me,  what  do  you  mean  by  the  subsidiary 
companies  ? 

Mr.  Malby.  I  mean  the  Ogden  Co.  and  the  Logan  Co:  and  the 
Lewis  ton  Co. 

Mr.  Cutler.  I  only  know  by  repute;  that  is  all. 

Mr.  Malby.  What  is  your  information  on  that  point  ? 

Mr.  Young.  These  three  companies  have  been  eliminated  entirely 
by  the  dissolution  or  consolidation,  and  the 

Mr.  Malby  (interposing).  Into  what? 

Mr.  Young.  Into  the  Amalgamated;  so  there  is  no  subsidiary  com- 
pany now,  as  I  understand  it. 

Mr.  Malby.  Taking  the  Amalgamated  Co.,  who  owns  the  stock 
in  that  company,  or  does  the  American  Sugar  Refining  Co.  own 
the  stock  in  that  company,  as  you  understand  it  ? 

Mr.  Cutler.  I  only  know  by  repute. 

Mr.  Malby.  What  is  that  information  ? 

Mr.  Cutler.  That  they  own  one-half  of  the  stock  of  that  corn- 
Mr.  Malby.  And  they  are  also  interested  to  what  extent  in  the 
companies  in  which  you  are  interested  ? 

Mr.  Cutler.  One-half — no,  it  is  not  quite  one-half  now.  I  stated 
yesterday  the  number  of  shares  proportionate  to  the  amount  issued. 
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Mr.  Malby.  Is  there  any  known  competition  between  the  amal- 
gamated companies  and  your  company  in  the  sale  of  sugar  ? 

Mr.  Cutler.  I  think  I  have  stated  there  was  competition  so  far  as 
I  was  concerned,  but  when  it  comes  to  active  competition,  they  send 
their  sugars  abroad,  just  as  we  do. 

Mr.  Malby.  Are  they  sold  substantially  at  the  same  prices  in  the 
same  markets  ? 

Mr.  Cutler.  That  I  am  not  conversant  with. 

Mr.  Malby.  You  have  a  salesman  who  looks  after  those  affairs  ? 

Mr.  Cutler.  Yes;  who  looks  after  our  sugar. 

Mr.  Malby.  He  probably  is  conversant  with  what  other  people 
are  selling  in  the  same  markets  ? 

Mr.  Cutler.  He  would  not  be  a  man  of  business  if  he  was  not. 

Mr.  Malby.  Will  you  kindly  have  him  furnish  the  committee  with 
such  information  as  he  may  have  as  to  whether  the  Amalgamated 
Co.  and  your  company  sell  sugar  at  substantially  the  same  price 
in  the  same  market  ? 

Mr.  Cutler.  I  do  not  know  that  I  can  promise  it.  He  might  not 
be  able  to  get  that  information  from  his  competitors. 

Mr.  Malby.  If  you  have  that  information,  please  furnish  it;  if  you 
can  not,  state  the  fact  to  be  so. 

Mr.  Cutler.  Yes. 

Mr.  Malby.  What  California  company  sells  sugar  in  your  market  ? 

Mr.  Cutler.  I  take  it  that  pretty  nearly  every  California  sugar 
company  does.  The  California  &  Hawaiian  Refining  Co.  are  sup- 
posed to  own — that  is,  I  think  it  has  been  so  stated — about  85  per 
cent  of  the  product — of  the  Hawaiian  product. 

Mr.  Malby.  That  is  granulated  sugar  ? 

Mr.  Cutler.  Granulated  and  every  other  kind.     The  Western 

Mr.  Malby  (interrupting).  The  Western  is  one  in  which  Mr. 
Spreckels  was  interested  ? 

Mr.  Cutler.  Yes,  sir. 

Mr.  Malby.  And  also  the  American  Sugar  Co.  ? 

Mr.  Cutler.  I  take  it  that  their  sugar  comes  in. 
_    Mr  Malby.  The  Western  Sugar  Co.  is  the  one  in  which  the  Amer- 
ican Sugar  Eefining  Co.  is  interested,  is  it  not? 

Mr.  Cutler.  I  have  heard  so. 

Mr.  Malby.  So  that  in  all  the  sugar  sold  in  vour  territory,  according 
to  your  knowledge  and  information,  the  American  Sugar  Refining 
Co.  IS  a  large  stockholder  m  each  one  of  the  companies «  That  is  to 
say,  It  IS  mterested  in  yours,  it  is  interested  in  the  Amalgamated,  it  is 
also  mterested  m  the  American  Sugar  Co.  ? 

Mr.  Cutler.  It  is  reputed  to  be  mterested  in  the  Western  I  have 
no  knowledge. 

Mr.  Malby.  The  evidence  here  is  that  it  is 
.nt  f;  ^r';?'^-/  *^™^'  '\  is  probably  so.     I  think  it  is  admitted,  but 
dieted         ^^^'^''^^^  ^"^  Hawaiian,     I  think  that  has  been  contra- 

Mr.  Malby.  But  not  in  what « 

..^rSi"^''''''-  ^°A™  *^''  California  &  Hawaiian  Refinery,  who  are 
very  active  competitors.  j,    v  lu  tuo 

Mr.  Malby.  In  your  market  ? 
Mr.  Cutler.  Yes,  sir. 
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Mr.  Malby.  Of  course,  prior  to  the  time  that  you  started  your  beet 
sugar  factories,  they  were  supphecl  from  other  sources;  and  from 
what  other  sources  were  thej'^  supphed  ? 

Mr.  Cutler.  Principally  from  the  Pacific  coast. 
Mr.  Malby.  I  think  you  have  stated— I  do  not  know  that  you  have, 
and  if  you  have  not  you  may,  if  you  please,  state  the  cost  of  producinj^ 
sugar  in  your  locality  by  your  companies. 

Mr.  Cutler.  For  the  past  5  years  I  made  a  httle  estimate;  I 
would  not  care  to  go  back  10  years,  because  the  cost  was  so  high  10 
years  ago ;  but  say  5  years  ago  ? 
Mr.  Malby.  Yes,  take  5  years. 

Mr.  Cutler.  $3.75  a  hundred  pounds  of  granulated  sugar,  without 
discounting  or  writing  off  anything  for  the  construction  of  the  plant, 
but  providing  for  maintenance. 

Mr.  Malby.  Providing  for  present  maintenance  ? 
Mr.  Cutler.  What  we  call  maintenance. 
Mr.  Malby.  What  you  call  depreciation? 
Mr.  Cutler.  Yes,  sir;  and  interest  charges,  but  no  dividends. 
Mr.  Malby.  That  is  without  the  payment  of  dividends  ? 
Mr.  Cutler.  That  is  without  the  payment  of  dividends. 
Mr.  Malby.  Prior  to  the  acquisition  of  these  various  companies, 
did  the  American  Sugar  Refining  Co.  have  any  interest  in  the  com- 
panies acquired. 

Mr.  Cutler.  I  do  not  quite  catch  your  question. 
Mr.  Malby.  Did  the  American  Sugar  Refining  Co.  have  any  interest 
in  the  companies  which  your  company  acquired? 
Mr.  Cutler.  No,  sir;  not  prior  to  1902. 

Mr.  Malby.  Prior  to  such  acquisition,  I  mean;  in  other  words, 
did  they  have  any  interest  in  companies  which  your  company  bought 
out  prior  to  their  being  bought  out? 
Mr.  Cutler.  I  do  not  know;  I  could  not  tell  you  that. 
Mr.  Malby.  Do  you  know  how  they  got  their  start  ? 
Mr.  Cutler.  I  thought  if  you  alluded  to  all  the  companies  I  would 
not  have  access  to  all  the  books. 

The  Chairman.  You  have  testified  that  in  1902  Mr.  Havemeyer 
bought  this  interest  ? 
Mr.  Cutler.  Yes,  sir. 

The  Chairman.  And  the  consoldiation  which  resulted  in  the  Utah- 
Idaho  Co.  took  place  in  1907  ? 
Mr.  Cutler.  Yes. 

The  Chairman.  The  Utah-Idaho  Co.  was  organized  in  1907  ? 
Mr.  Cutler.  That  might  answer  the  question,  for  this  reason:  That 
Mr.  Havemeyer  might  have  had  some  interest  in  some  of  these  com- 
panies that  I  do  not  Imow  anything  about. 

Mr.  Malby.  Did  he  have  an  interest  in  any  of  them  prior  to  1907 
that  you  know  about  ? 

Mr.  Cutler.  1902  is  the  time  they  purchased  from  us.  He  had  a 
half  interest  in  1907  and  he  had  a  half  interest  on  March  2,  1902,  of 
all  we  had  acquired  up  to  that  date. 

Mr.  Malby.  I  believe  I  understand  it  now.  What  is  your  judgment 
as  to  the  necessity  for  maintaining  our  present  or  any  tariff  on  beet 
sugar  ? 

Mr.  Cutler.  I  will  take  my  own  case.  We  can  make  and  have  been 
making,  probably,  for  the  past  nine  years  from  90  cents  to  a  dollar  per 
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hundred  pounds  profit  on  the  sugar  we  manufacture.     I  am  trying  to 
get  it  as  concisely  as  possible.     It  will  take  to  pay  7  per  cent  divi- 
dends on  our  present  basis  about  72J  cents.     The  balance  is  carried 
to  what  we  call  the  depreciation  account,  to  provide  for  incidentals  in 
the  way  of  depreciation.     We  try  to  keep  a  liquid  fund  in  the  way  of 
a  depreciation  fund.     Suppose  I  had  to  move  the  factory  which  I  have 
atNampa.     The  Nampa  factory  will  have  to  be  moved.     I  can  not  get 
beets  for  it.     It  would  cost  to-day,  I  take  it,  $500,000  to  move  that  fac- 
tory.   Instead  of  writingoff.wehavebeencompelled  to  carry  a  deprecia- 
tion fund,  or  a  liquid  fund,  to  be  disposed  of  in  such  cases  as  that,  to 
pay  for  the  moving  of  the  factory,  if  necessary.     I  have  discussed  it 
with  a  great  many  beet-sugar  people  of  Germany  and  France  and  in 
the  United  States,  and  I  find,  taking  the  statement  of  a  good  many  of 
the  factories  in  Germany,  that  they  discount  from  the  cost  of  their 
factory   8  per  cent  per  annum.     We   have   never  discounted  any 
stated  amount  from  our  factories,  and  there  is  a  life  to  them.     Of 
course  you  will  say,  "What  about  your  Bee  Hive  factory  ?     That  has 
been  in  operation  20  years."     We  have  endeavored  to  keep  it  up  and 
maintain  it,  but  there  is  a  time  when  it  falls  to  pieces,  and  I  take  it 
that  we  ought  to  be  in  position  not  only  to  pay  our  dividends,  but 
also  that  in  20  years  a  factory  ought  to  be  entirely  written  off  the 
books.     That  is  my  position.     If  you  lessen  the  tariff  one  iota,  we  can 
not  do  that  and  pay  dividends. 

Mr.  Malby.  You  would  either  have  to  forego  the  dividends  or  you 
would  have  in  some  manner  to  secure  your  beets  for  a  less  price  ? 

Mr.  Cutler.  I  doubt  whether  we  could  get  the  beets  for  a  less 
price.  I  should  hate  to  go  to  a  farmer  and  ask  him  to  sell  his  beets 
for  less  than  all  the  factories  are  paying. 

Mr.  Malby.  Do  you  think,  in  order  to  keep  up  the  present  supply 
of  beets,  that  a  moderate  increase  in  the  present  prices  will  have  to 
be  maintained  to  the  farmer  ? 

Mr.  Cutler.  Yes,  sir. 

Mr.  Malby.  I  think  you  stated  the  average  crop  per  acre  and  also 
the  percentage  of  sugar  ? 

Mr.  Cutler.  Yes,  sir. 

Mr.  Malby.  I  think  you  have  already  stated  that. 

Mr.  Cutler.  Yes,  sir. 

Mr.  Malby.  I  think  that  is  all,  Mr.  Chairman. 

The  Chairman.  Does  any  other  member  of  the  committee  want 
to  take  up  the  examination  of  this  witness  now  ? 

Mr.  Hinds.  I  have  a  few  questions,  Mr.  Chairman 

You  spoke^Mr.  Cutler,  of  the  old  days  in  Utah,  when  sugar  was  $1 
a  pound.     What  was  it  made  that  price,  the  freight  rate « 

Mr.  Cutler.  The  freight  rate  was  40  cents  a  pound,  in  eold  in 
war  time,  and  no  railroad.  '        s      > 

Mr.  Hinds.  That  was  cane  sugar? 

Mr.  Cutler.  It  was  any  sugars  that  could  be  bought.  I  myself 
have  bought  sugar  from  Franklin  MacVeagh  ani  sent  it  out, 
local  freight,  to  Utah  when  I  was  m  the  mercantile  business. 

Mr.  Hinds.  That  would  be  cane  sugar? 

Mr.  Cutler.  And  I  used  to  scheme  to  take  the  sugar  out  of  the 
ongmal  sack  and  put  it  m  a  seamless  bag,  because  thl  seamless  bag 
was  worth  money  and  the  other  was  not  in  Utah 

How^fa^  dTth^Taihoad  gof  ^-"'*  ^^  ''  <^^^*^  ^  P«"^^  ^^  -^1-^^- 
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Mr.  Cutler.  The  railroad  at  that  time  went  as  far  as  the  Missouri 
River. 

Mr.  Hinds.  And  then  it  was  freighted 

Mr.  Cutler  (interrupting).  Then  it  was  freighted  across  the 
plains;  yes,  sir. 

Mr.  Hinds.  Freight  has  not  ceased  to  be  an  essential  element  in 
your  sugar  business  yet  in  Utah,  has  it  ? 

Mr.  Cutler.  No,  sir. 

Mr.  Hinds.  Although  it  is  greatly  reduced? 

Mr.  Cutler.  It  is  a  wonderfully  important  thing. 

Mr.  Hinds.  It  is  an  important  thing? 

Mr.  Cutler.  Yes. 

Mr.  Hinds.  You  say,  do  you,  that  freight  is  higher  from  Utah 

Soints  to  the  Pacific  Coast,  San  Francisco,  for  instance,  than  San 
rancisco  to  Utah  points  ? 

Mr.  Cutler.  Yes.  These  freights  are  almost  prohibitive,  for  the 
reason  there  is  so  little  sugar  shipped  that  way.  It  is  not  the  custom. 
The  tendency  is,  on  account  of  free  sugar  from  the  Hawaiian  Islands, 
and  also  the  300,000  tons  from  the  Philippines,  that  they  have  to  get 
that  sugar  to  market.  They  can  not  market  it  on  the  Pacific  coast. 
Therefore,  the  bulk  of  that  sugar  must  go  east. 

Mr.  Hinds.  That  is,  the  railroads  consider  the  necessity  of  that 
trade  ? 

Mr.  Cutler.  Certainly. 

Mr.  Hinds.  And  there  is  no  law,  interstate  commerce  law  or  other- 
wise, that  would  compel  them  to  give  the  same  rate  from  Utah  to  San 
Francisco  that  they  give  from  San  Francisco  to  Utah? 

Mr.  Cutler.  That  ordinarily  is  a  question  of  the  water  rate.  I 
win  ask  Mr.  Young  to  answer  that  as  far  as  he  can. 

Mr.  Young.  I  do  not  know;  I  am  sure  I  have  not  examined  that 
question. 

Mr.  Hinds.  You  know  it  is  a  fact  the  rates  are  higher  one  wa}' 
than  the  other  ? 

Mr.  Young.  Yes;  and  I  understand  further,  the  rate  from  San 
Francisco  through  the  Missouri  River  is  identical  with  the  rate  from 
San  Francisco  to  Salt  Lake  on  account,  I  presume,  of  water  com- 
petition; that  is,  from  San  Francisco  either  around  the  Horn  or 
across  the  Isthmus,  and  of  course  our  rate  is  unaffected  by  water, 
being  entirely  all  rail. 

Mr.  Cutler.  And  all  uphill  ? 

Mr.  Young.  Of  course,  we  are  4,500  feet  above  sea  level. 

Mr.  Hinds.  You  meet  serious  competition  in  your  territory  now, 
I  understand  you  to  say  ? 

Mr.  Cutler.  Yes,  sir. 

Mr.  Hinds.  From  the  Atlantic  coast  ? 

Mr.  Cutler.  Not  from  the  Atlantic  coast  so  much  as  from  the 
Pacific  coast,  because  they  can  only  bring  certain  sugars  into  Utah, 
such  as  this  Havemeyer  &  Elder  sugar  in  cases,  that  sugar  being  used 
in  restaurants,  hotels,  and  so  on.  The  price  being  so  much  higher 
they  can  afford  to  pay  freight  on  that  into  Utah. 

Mr.  Hinds.  So  your  main  competition  is  from  the  Pacific  coast 
sugar  ? 

Mr.  Cutler.  Yes,  sir. 

Mr.  Hinds.  And  some  Atlantic  coast  sugar  goes  into  the  Missouri 
territory  ? 
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Mr.  CuTLBE.  There  is  where  we  get  our  competition. 

Mr.  Hinds.  You  get  competition  there  ?  _ 

Mr.  CuTLEE.  We  get  competition  there,  especially  from  Louisiana. 

Mr.  Hinds.  From  Louisiana  ? 

Mr.  CuTLEE.  On  the  Missouri  River;  yes. 

Mr.  Hinds.  Do  you  know  what  the  rates  are  from  New  Orleans,  for 
instance,  up  to  the  Missouri  River  points «  ^    ,         _ 

Mr.  CuTLEE.  I  think  the  rate  to-day  is  about  28  cents.  Perhaps  I 
may  be  mistaken.     It  is  a  river  rate,  a  very  low  rate. 

Mr.  Hinds.  How  much  does  the  tariff  give  you  on  100  pounds? 
How  much  protection  on  refined  sugar  does  it  give  you  ? 

Mr.  CuTLEE.  That  is  problematical.  I  think  it  was  explained  here 
yesterday  that  it  is  very  doubtful  if  we  get  a  protection  of  more  than 
11.34 ;  perhaps  not  quite  that  much. 

Mr.  Hinds.  $1.34  per  hundred  pounds? 

Mr.  CuTLEE.  Yes,  sir. 

Mr.  Hinds.  The  freight  on  sugar  from  Hamburg,  Germany,  to  New- 
York  has  been  stated  here  at  10  cents  per  100  pounds? 

Mr.  CuTLEE.  Yes. 

Mr.  Hinds.  Do  you  know  about  that,  or  do  you  have  any  informa- 
tion as  to  the  correctness  of  it  ? 

Mr.  CuTLEE.  I  think  that  is  correct,  Hamburg  to  New  York. 

Mr.  Hinds.  Are  you  familiar  with  that  fact  in  freight  rates,  that 
sometimes  on  some  articles  in  this  country  the  freight  from  Europe, 
say,  from  Hamburg  or  from  London,  to  an  interior  point  in  the  United 
States,  is  often  less  at  times  than  fi'om  the  coast  of  the  United  States 
to  that  same  interior  point  ? 

Mr.  CuTLEE.  Certainly. 

Mr.  Hinds.  Does  that  prevail  also  as  to  sugar  ? 

Mr.  CuTLEE.  No,  but  it  prevails  as  to  seed. 

Mr.  Hinds.  I  would  like  to  know  about  that. 

Mr.  Cutler.  I  mean  beet  seed.  I  was  told  yesterday  that  beet  seed 
is  brought  from  Hamburg  to  some  parts  of  Michigan  on  a  freight  rate 
of  about  44J  or  45  cents  a  hundred  pounds.  It  costs  us  $1.12  to 
Utah. 

Mr.  Hinds.  From  Hamburg  ? 

Mr.  CuTLEE.  From  Hamburg. 

Mr.  Hinds.  How  much  ? 

Mr.  Cutler.  $1.12. 

Mr.  Hinds.  And  it  is  brought  into  Michigan  at  $1.44  ? 

Mr.  Cutler.  No;  '44 J  cents. 

Mr.  Hinds.  And  it  costs  you  $1.12  ? 

Mr.  CuTLEE.  Yes. 

Mr.  Hinds.  How  much  would  be  the  freight  rate  between  Mchigan 
and  Utah  ? 

Mr.  Cutler.  You  would  have  to  apply  the  difference. 

Mr.  Hinds.  I  mean  on  our  railroads.  It  would  not  be  60  cents, 
would  it  ? 

Mr.  Cutler.  It  would  be  at  least  a  dollar.  If  I  had  to  ship  it  from 
Michigan,  I  could  not  get  that  through  from  Michigan  for  less  than 
a  dollar;  perhaps  not  that. 

Mr.  Hinds.  Do  you  know  how  much  the  freight  rate  would  be  from 
New  York  to  Michigan  ? 
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Mr.  Cutler.  No,  sir;  I  do  not.  It  is  very  small;  I  do  not  know 
now  much  it  is. 

Mr.  Hinds.  On  sugar  from  New  York  to  Michigan  the  freight  rate 
IS  30  cents,  is  it  not,  or  something  like  that « 

Mr.  Cutler.  I  think  it  was  stated  here  yesterday  at  16^  cents. 

Mr.  Hinds.  How  much  is  the  freight  rate  from  New  York  to  Utah « 

Mr.  Cutler.  It  is  $1.10  from  the  Missouri  River  to  Utah  on 
sugar — the  Missouri  Eiver. 

Mr.  Hinds.  Suppose  the  tariff  was  taken  off  of  sugar  entirely, 
might  not  a  German  steamer,  coming  to  New  Orleans  or  coming  to 
San  Francisco  by  the  canal,  when  that  is  opened,  and  taldng  advan- 
tage of  this  combination  of  ocean  and  land  rates,  might  they  not  land 
sugar  there  at  a  rate  that  you  could  not  possibly  meet  ? 

Mr.  Cutler.  The  parity  of  prices  between  refined  sugar  was  stated, 
I  think,  yesterday,  to  have  been  against  the  United  States  for  some 
time.  There  are  times  when  they  have  been  in  their  favor.  I  take 
it  that  if  such  conditions  could  obtain  now  it  would  be  done.  But 
I  do  not  believe  it  is  done.  I  do  not  think  there  is  any  granulated 
sugar  that  comes  into  the  United  States  from  Germany  at  the  present 
time. 

Mr.  Hinds.  No;  but  if  Germany  can  land  beet  sugar  in  Michigan 
for  44^  cents — as  I  understood  you  to  say  ? 

Mr.  Cutler.  Yes. 

Mr.  Hinds.  From  Hamburg  ? 

Mr.  Cutler.  Yes. 

Mr.  Hinds.  Hamburg  to  Michigan  for  44^  cents  via  New  York? 

Mr.  Cutler.  I  do  not  know  whether  they  bring  it  through  New 
York. 
.    Mr.  Hinds.  You  do  not  know  how  they  bring  it  ? 

Mr.  Cutler.  No;  I  think  it  is  a  matter  of  lake  freight.  It  is 
probably  brought  up  the  St.  Lawrence  Eiver  and  down  the  Great 
Lakes. 

The  Chairman.  Over  water  rates  ? 

Mr.  Cutler.  Over  water  rates. 

Mr.  Hinds.  I  see;  but  you  would  get  from  New  Orleans  into 
Missouri  Eiver  points  similar  low  water  rates,  would  you  not  ? 

Mr.  Cutler.  Yes. 

Mr.  Hinds.  Where  you  are  now  in  competition  with  the  Atlantic 
coast  ? 

Mr.  Cutler.  Yes. 

Mr.  Hinds.  And  also  from  the  Pacific.  In  other  words,  presuming 
the  Panama  Canal  to  be  open,  as  it  will  be  in  a  few  years,  you  consider 
the  possible  competition  of  Germany  by  her  steamers,  combined 
with  our  railroad  rates,  an  essential  factor  in  your  problem  in  Utah  ? 

Mr.  Cutler.  I  think  with  the  opening  of  the  Panama  Canal  an  era 
of  conditions  is  going  to  obtain  that  is  fraught  with  danger  on  the 
lines  of  which  you  speak,  and  on  also  other  lines,  where  they  enter 
into  competition  with  the  United  States. 

Mr.  Hinds.  In  other  words,  freight  is  a  very  essential  element  in 

considering  the  tariff  or  an  industrial  problem  in  the  United  States  ? 

Mr.  Cutler.  Yes.     Let  me  illustrate  one  condition  of  the  local 

affairs.     I  pay,  for  instance,  for  what  might  be  called  the  Wyoming 

coal  mines  in  Utah  for  m}-  coal,  which  is  run  of  mine.  S3. 25  per  ton. 

Mr.  Hinds.  For  freight? 
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Mr.  Cutler.  For  the  coal  and  the  freight;  $1.25  for  the  coal  and 
S2  for  the  freight.  The  moment  that  gets  to  the  line  of  the  State  of 
Idaho  the  same  coal  is  sold  for  S4.25.  Nevertheless,  the  distance  is 
no  more— that  is,  to  certam  points.  They  have  their  freight  rates, 
their  arbitraries,  and  all  that  sort  of  thing.  They  have  to  follow 
them.  It  is  more  expensive  for  them  to  carry  that  coal.  They  have 
to  climb  long  hills  and  tremendous  great  grades. 

Mr.  Hinds.  Then,  as  a  business  man  concerned  in  the  manufacture 
of  sugar,  and  having  paid  all  sorts  of  rates  of  freight  for  rnany  years, 
would  you  consider  it  safe  to  embark  on  a  change  in  the  tariff  on  sugar 
without  a  very  careful  inquiry  into  freight  rates  the  world  over  ? 

Mr.  Cutler.  I  think  they  ought  to  be  inquired  into  further— you 
are  asking  a  question  and  I  will  elaborate  on  it  a  little  bit.  The 
refiners  are  clamoring,  of  course,  no  doubt  for  a  reduction  of  the 
tariff.  Who  would  be  benefited  by  a  reduction  of  the  tariff  ?  Why, 
the  refiners,  as  against  the  beet-sugar  factories.  The  refiners,  if  they 
can  buy  their  sugar  for  two-thirds  of  what  they  are  paying  to-day 
will  of  course  be  benefited. 

Mr.  Malby.  Raw  sugars,  you  mean  ? 

Mr.  Cutler.  Yes,  raw  sugars.  They  will  continue  in  business  and 
they  will  sell  more  sugars.  Sugar  will  become  cheaper.  They  will 
will  sell  more  sugar  because  sugar  is  cheaper.  They  will  have  less 
money  invested  in  their  business.  There  is  a  greater  opportunity  to 
make  profits  when  sugars  are  low  than  when  they  are  high.  It  is  all  in 
favor  of  the  refiners.  There  is  a  great  howl  for  free  trade  on  sugars, 
but  they  will  kill  the  beet-sugar  industry,  sure. 

Mr.  Hinds.  "To  return  to  the  matter  of  freight  rates,  would  it  be 
your  judgment  that  freight  rates,  both  ocean  and  land,  are  almost  of  as 
much  importance  in  considering  the  pi-oblem  of  the  sugar  tariff  as  the 
cost  of  production  ? 

Mr.  Cutler.  I  consider  it  very  highly  important,  very  highly  im- 
portant, though  I  recognize  that  in  a  great  many  instances  the  rail- 
roads of  course  have  their  complications.  I  know  some  of  thepi,  and 
I  would  be  the  last  man  in  the  world,  knowing  some  of  my  own,  to 
criticize  theirs. 

Mr.  Hinds.  I  was  not  speaking  with  the  idea  that  the  ra,ilroads 
ought  to  be  further  regulated.  About  that  I  would  express  no 
opinion.  But  I  meant,  taking  conditions  as  they  are,  ocean  fjreight 
and  rail  freight,  that  the  problems  made  by  those  conditions  in  rela- 
tion to  your  business  are  very  important. 

Mr.  Cutler.  I  think  they  are  very  important. 

Mr.  Hinds.  And  you  just  have  said  you  do  not  know  very  much 
about  rates  ? 

Mr.  Cutler.  Very  little. 

Mr.  Hinds.  You  have  said,  I  think,  you  have  now  six  factories 
in  your  amalgamation  ? 

Mr.  Cutler.  Six  factories  in  the  amalgamation.    . 

Mr.  Hinds.  And  you  spoke  of  the  economies  made  possible  by  that; 
for  instance,  an  advantage  in  borrowing  money  and  in  the.  rates  of 
interest. 

Mr.  Cutler.  And  also  in  purchases,  supplies,  reducing  the  cost  of 
management,  and  the  officers.  It  is  true  it  has  reduced  the  nuinber 
of  stockholders  in  this  way,  that  if  I  own  stock  in  three  factories  I 
would  count  as  three.     I  only  count  as  one  now. 
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Mr.  Hinds.  That  you  have  been  over  this  morning. 

What  I  want  to  ^et  at  is  this :  If  you  should  add  six  more  factories 
to  your  amalgamation,  do  you  think  those  economies  would  be  pro- 
portionate ? 

Mr.  CuTLEK.  I  would  not  like  to  add  them  all  in  one  year.  I  would 
not  want  to  add  more  than  one  factory  at  a  time.  They  would  have 
to  come  gradually.  There  is  a  gradual  evolution  in  all  lines  of  busi- 
ness; a  gradual  cutting  off. 

_  Mr.  Hinds.  But  there  is  a  limitation  to  the  economy  of  amalgama- 
tion, is  there  ? 

Mi".  Cutler.  I  think  a  manager  can  take,  with  proper  organization, 
20  factories  and  manage  them  just  as  well  as  he  can  six. 

Mr.  Hinds.  That  is,  if  they  are  in  homogeneous  territory  ? 

Mr.  Cutler.  Yes,  sir. 

Mr.  Hinds.  But  would  you  think  it  any  advantage  to  put  the 
Colorado  factories  with  the  Utah  factories  ? 

Mr.  Cutler.  No  ;  I  should  not. 

Mr.  Hinds.  Would  it  be  a  disadvantage? 

Mr.  CtJTLEE.  I  think  it  is  too  ponderous.    They  are  too  far  arway. 

Mr.  Hinds.  They  are  too  far  away? 

Mr.  Cutler.  Yes. 

Mr.  Hinds.  You  would  not  advocate  putting  the  Michigan  factories 
with  the  Utah  factories  ? 

Mr.  Cutler.  No;  sir. 

Mr.  Hinds.  In  other  words,  if  an  amalgamation  should  be  proposed 
to  take  factories  outside  of  what  you  might  caU  homogeneous  territory, 
you  would  think  it  for  other  purposes  than  economy  of  production? 

Mr.  Cutler.  I  might.    They  would  have  to  convert  me. 

Mr.  Hinds.  You  do  not  see  any  economy  of  production  in  doing 
that  now  ? 

Mr.  Cutler.  No;  not  where  they  are  too  far  apart. 

Mr.  Hinds.  I  suppose,  if  you  wish  to  stifle  competition,  such; an 
amalgamation  might  have  advantages? 

Mr.  Cutler.  It  might  have. 

Mr.  Hinds.  If  it  could  be  made  extensive  and  inclusive  enough,  it 
certainly  would;  would  it  not? 

Mr.  Cutler.  It  might. 

Mr.  Hinds.  Is  it  reasonable  to  infer  or  am  I  misrepresenting  your 
judgment  to  us  that  so  far  as  economy  of  production  is  concerned, 
you  would  not  favor  too  large  an  amalgamation? 

Mr.  Cutler.  I  should  not  favor  it  under  present  conditions. 

Mr.  Hinds.  And  if  you  went  into  a  larger  amalgamation,  there 
would  have  to  be  some*  inducement  like  a  stock  bonus  or  the  stifling 
of  competition  to  induce  that,  would  there  not  ? 

Mr.  Cutler.  There  might  be  another  reason. 

Mr.  Hinds.  That  is  what  we  are  searching  for. 

Mr.  Cutler.  In  these  days  of  great  combinations,  there  might  be 
another  reason.  If  the  beet  sugar  people  would  form  a  big  enough 
combination  to  compete  with  all  the  refiners  that  import  foreign 
sugar,  there  might  be  a  very  good  reason,  to  my  mind. 

Mr.  Hinds.  How  could  you  do  that  unless  you  could  introduce 
economies  enough  to  make  your  product  lower  ? 

Mr.  Cutler.  In  these  days  you  might  possibly  do  that,  but  there 
is  a  great  question  of  aggrandizement  of  capital,  or,  in  other  words, 
in  having  capital  enough. 
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Mr.  Hinds.  Certain  incidental  powers  that  capital  gives  you  ? 

IVTt*    Otttt  T^Ti      X^f*S 

Mr!  Hinds.  What  is  the  nature  of  those  powers  ?  What  would  you 
conceive  them  to  be,  a  control  over  freight  rates,  by  power  over  the 
railroads  ? 

Mr.  Cutler.  No  ;  I  would  scarcely  say  that. 

Mr.  Hinds.  That  has  gone  by  ?  ,  ,  ,      , 

Mr.  Cutler.  That  has  gone  by;  I  do  not  think  that  could  be  done. 

Mr.  Hinds.  A  control  over  the  wholesale  jobbers  by  duress  as  to 
whom  he  should  buy  from  ?  a     i        ^ 

Mr.  Cutler.  I  would  not  say  that;  but  you  could  atlord  to  lose 
money  for  a  few  years,  if  you  wanted  to,  if  you  saw  that  the  ultimate 
end  would  be  the  buildmg  up  of  the  beet  industry  as  against  for- 
eign sugars  in  tlus  country. 

Mr.  Hinds.  In  other  words,  the  advantage  would  be  a  militant 
advantage  in  a  contest  ? 

Mr.  Cutler.  Yes. 

Mr.  Hinds.  You  could  not  afford  to  lose  money  all  over  the  United 
States  at  one  time  ? 

Mr.  Cutler.  Well,  I  do  not  know;  we  hope  not. 

Mr.  Hinds.  A  big  company  like  the  American  Sugar  Refining  Co., 
could  afford  to  lose  money,  or  thought  they  could,  for  a  little  time 
in  the  Missouri  River  points  ? 

Mr.  Cutler.  I  am  simply  answering  your  question  by  a  problem- 
atical answer,  of  course,  but  giving  it  just  as  it  comes  to  my  mind. 

Mr.  Hinds.  What  I  want  to  get  at  is  what  the  advantage  of  the 
big  combination  is  or  would  be  in  the  field  of  competition  where  you 
remove  from  it  those  advantages  to  which  it  was  not  entitled,  like 
railroad  rebates  and  things  of  that  sort. 

Mr.  Cutler.  When  I  spoke,  sir,  it  simply  appealed  to  me  this  way, 
as  a  problematical  case,  that  such  a  thing  might  possibly  be  feasible, 
in  that  having  a  sufficient  capital  to  be  able  to  afford  to  lose  money 
for  a  series  of  years  in  the  establishment  of  the  beet-sugar  industry, 
as  against  a  shipping  in  of  the  foreign  sugars 

Mr.  Hinds  (interposing).  But  a  great  amalgamation  would  not  nec- 
essarily give  you  that  greater  capital  excepting  as  you  might  apply  a 
greater  capital  to  a  limited  territory.  In  other  words,  the  Sugar 
Trust,  when  they  reduced  prices  on  the  Missouri  River,  could  do  it 
there;  but  if  they  had  had  to  reduce  them  all  over  the  United  States, 
they  would  have  been  relatively  as  weak  as  you  are  in  other  territory, 
would  they  not  ? 

Mr.  Cutler.  That  was  simply  a  part.  They  did  not  offer  that. 
There  was  no  great  amount  of  sugar  sold  at  3h  cents  at  the  time,  I  am 
informed.     No  one  wants  to  lose  money.     That  was  simply  a  part. 

Mr.  Hinds.  Then  the  principal  advantage  of  great  amalgamation 
would  be  what  the  English  call  this  dumping  power  against  its 
competitor  ? 

Mr.  Cutler.  I  think  so. 

Mr.  Hinds.  If  that  dumping  power  could  be  obviated,  you  can  con- 
ceive of  no  other  advantage  a  great  aggregation  would  have  over  a 
reasonable  aggregation  ? 

Mr.  Cutler.  No,  sir. 

Mr.  Hinds.  You  spoke  of  having  the  advantage  of  borrowing 
money  in  your  amalgamation.  How  much  would  that  advantage 
amount  to  in  comparison  ? 
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Air.  Cutler.  Not  so  much  in  comparison,  perhaps,  as  it  is  in  being 
able  to  borrow  it  at  all.  An  unknown  small  company  has  great  diffi- 
culty at  times  in  obtaining  money  during  a  crisis. 

Mr.  Hinds.  What  is  about  the  current  rate  you  pay  for  money  ? 

jlr.  Cutler.  We  pay  the  current  rates  to-day,  at  present,  through 
our  brokers,  that  are  obtaining  in  New  York  for  what  is  called  time 
mercantile  paper. 

Mr.  Hinds.  And  that  is  what? 

Mr.  Cutler.  To-day,  probably  about  4  per  cent  for  short-time 
money.     I  only  have 

Mr.  Hinds  (interposing).  That  is  about  the  American  rate,  ordi- 
narily, is  it  ? 

Mr.  CxTTLER.  Oh,  no;  from  4  to  5  per  cent. 

Mr.  Hinds.  From  4  to  5  per  cent  is  the  American  rate  ? 

Mr.  Cutler.  For  such  kind  of  paper. 

Mr.  Hinds.  The  kind  of  mercantile  paper  such  as  a  corporation  in 
good  standing  would  put  out  ? 

Mr.  Cutler.  Yes. 

Mr.  Hinds.  From  your  experience  with  beet-sugar  manufacturers 
in  France  and  Germany,  can  you  tell  me  what  they  get  money  for 
there  ? 

Mr.  Cutler.  No.  That  is  a  matter  I  never  inquired  into.  That 
is  a  matter  of  statistics  that  I  have  not  at  my  command. 

Mr.  Hinds.  You  do  not  know  what  the  business  men  of  France  or 
Germany  get  ? 

Mr.  Cutler.  No,  sir ;  I  do  not. 

Mr.  Hinds.  Did  you  ever  hear  it  was  not  much  lower  than  it  is 
in  this  country  ? 

Mr.  Cutler.  I  have  heard  it  is  a  little  lower. 

Mr.  Hinds.  And  that  that  is  an  essential  element  in  competition 
with  those  peoples  over  there  ? 

Mr.  Cutler.  Yes,  sir;  quite  an  essential  element. 

Mr.  Hinds.  I  am  going  to  ask  you  a  question  which  I  think  I  have 
no  right  to  ask,  and  therefore  I  ought  to  warn  you  about  it.  I  would 
like  to  know,  if  the  question  does  not  seem  to  you  too  impertinent, 
why  the  Mormon  Church  goes  into  the  sugar  business.  I  realize  I 
have  no  right  to  inquire  into  the  affairs  of  the  church,  but 

Mr.  Cutler  (interrupting).  I  am  perfectly  willing  and  glad  to 
answer  that  question.  They  have  the  welfare  of  their  people  at 
heart.  Anythmg  that  affects  the  welfare  of  the  Mormon  people 
financially  is  to  their  interest,  and  they  encourage  it. 

Mr.  Hinds.  That  is,  the  wisdom  of  their  leaders  causes  them  to 
believe  that  one  of  the  great  things  in  this  world  is  to  furnish  occupa- 
tion for  the  people  ? 

Mr.  Cutler.  That  is  part  of  it;  yes,  sir. 

Mr.  Hinds.  To  encourage  occupation  ? 

Mr.  Cutler.  To  encourage  occupation,  and  also  they  have  done  it 
with  woolen  factories  and  every  other  thing  that  would  stand  on  its 
feet. 

Mr.  Hinds.  You  have  encouraged  woolen  factories  ? 

Mr.  Cutler.  Yes,  sir;  I  have  helped  build  them  myself. 

Mr.  Hinds.  On  the  ground  that 

Mr.  Cutler  (interrupting).  On  the  ground  that  it  furnishes  labor. 
Mr.  Hinds.  It  is  easier  to  look  out  for  the  spiritual  welfare  of 
employed  people  than  unemployed  people  ? 
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Mr.  Cutler.  They  act  in  a  dual  capacity  in  that  regard.  It  is 
their  duty,  if  they  can,  to  help  and  assist  their  people  financially  by 
providing  labor  in  any  way,  shape,  or  form,  in  the  early  days,  in 
the  days  of  Brigham  Young,  he  built  a  great  wall,  that  has  been  the 
admiration,  for  many  years,  of  the  people,  until  it  got  old-fashioned, 
to  give  labor  to  emigrants  that  came  in,  around  that  big  temple 
there.  Finally  part  of  it  was  pulled  down.  That  was  done  just 
simply  to  give  labor.  The  temple,  to  a  great  extent — while  of  course 
we  are  believers  in  temples — ^is  partly  built  for  that  reason.  They 
made  expenses,  so  they  would  furnish  labor  to  the  people  until  they 
could  get  on  their  feet. 

Mr.  Hinds.  I  thank  you  for  answering  that  question.  It  was 
curiosity  on  my  part.  I  ask  the  pardon  of  the  committee  if  I  have 
taken  their  time  for  something  not  strictly  in  the  fine  of  the  inquiry 
before  us. 

The  Chairman.  Mr.  Madison,  do  you  care  to  ask  anything  at  this 
time? 

Mr.  Madison.  Yes ;  I  have  several  questions,  Mr.  Chairman. 

I  understand,  Mr.  Cutler,  from  your  last  answer  to  Mr.  Hinds — 
and  I  am  no  more  desirous  of  being  impertinent  than  he  is — ^that  the 
Mormon  Church  constitutes  in  fact  not  alone  a  spiritual  organization, 
but  in  a  sense  a  business  organization  ? 

Mi;.  Cutler.  To  a  great  extent,  yes. 

Mr.  Madison.  While  it  was  disincorporated  previous  to  statehood 
because  of  controversy  with  the  National  Government  over  polygamy, 
and  is  no  longer  a  corporation,  it  does  take  advantage  of  the  fact  that 
it  may  be  a  legal  entity  as  a  voluntary  association,  and  that  in  that 
way  it  is  able  to  engage  to  a  large  degree  as  an  organization  in  busi- 
ness, and  does  do  that.     That  is  true,  is  it  not  ? 

Mr.  Cutler.  To  some  extent,  yes. 

Mr.  Madison.  So  that  the  Mormon  Church  is  in  the  Union  Pacific 
Kailroad 

Mr.  Cutler  (interrupting).  I  doubt  it.  While  I  do  not  know,  I 
do  not  think  it  owns  a  share.     I  wish  it  did- 

Mr.  Madison.  I  am  not  trying  to  be  impertinent,  but  this  is  inter- 
esting, and,  to  my  mind,  is  closely  related  to  the  question  that  we  have 
to  determine  in  this  hearing.  So  that  the  Mormon  Church,  or  the 
head  of  it,  at  least,  is  a  director  in  the  Union  Pacific  Railroad;  it  is 
interested  in  irrigation  companies;  it  is  interested  in  the  woolen 
business;  it  is  interested  in  agriculture  generally;  and  it  is  interested 
m  the  beet-sugar  business;  not  as  a  matter  of  the  encouragement  of 
industry  and  thrift,  a  matter  which  it  has  done  to  the  admiration  of 
the  world,  but  also  as  a  pure,  cold-blooded  business  proposition. 
That  IS  true,  is  it  not  ? 

Mr.  Cutler.  To  some  extent,  yes;  because  business  must  be  car- 
ried on  in  that  manner  or  it  will  fail. 

Mr.  Madison.  It  makes  the  head  of  its  church  the  trustee  for  all 
the  people  m  these  great  business  enterprises  into  which  it  goes, 
does  it  not  ?  ^      ' 

Mr.  Cutler.  Not  necessarily. 

Mr  Madison.  Ah,  but  that  is  hardly  a  frank  answer.  I  ask  for 
a  lact  as  to  whether  or  not  it  did;  not  as  to  whether  or  not,  bv  com- 
pulsion, It  did  so.     It  does  do  it,  as  a  matter  of  fact,  does  it  not,  in 
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most  instances  at  least,  make  the  head  of  its  church  its  trustee  in 
these  great  business  enterprises  in  which  it  engages'? 

Mr.  Cutler.  We  might  take,  for  instance — and  I  have  no  desire 
to  shirk  the  question — the  Z.  C.  M.  A.,  being  the  Zion  Cooperative 
Mercantile  Association,  of  wliich  it  is  supposed  to  own  a  part.  I  do 
not  think  it  owns  a  majority  of  that  stock.  The  stock  has  been  on 
the  market  and  bought  up  eagerly.  I  think  it  is  stock  that  is  prob- 
ably held  all  over  the  United  States,  the  same  as  ours.  There  have 
been  times  when  the  church  has  seen  fit  sometimes  to  go  into  the 
sugar  industry,  to  help  along  a  dragging  industry  or  a  dragging  mer- 
cantile company  or  something  of  that  sort.  It  has  seen  fit  to  mvest 
a  little  of  its  funds  in  that  way,  and  the  stock  would  necessarily  be 
held  in  the  name  of  the  trustee,  who  would  be  the  president  of  the 
Mormon  Church,  and  that  is  the  only  way  it  could  be  done  for  the 
church.     Is  that  a  satisfactory  answer? 

Mr.  Madison.  In  other  words,  it  has  a  fund  which  it  may  use  for 
the  purpose  of  investment  in  business  enterprises  ? 

Mj.  Cutler.  I  take  it  so;  yes. 

Mr.  Madison.  From  what  source  does  that  come  ? 

Mr.  Cutler.  From  the  tithings  and  investments. 

Mr.  Madison.  And  who  administers  that  fund  ? 

Mr.  Cutler.  The  fund,  I  should  take  it,  is  under  the  direction 
of  the  trustee  in  trust  of  the  Mormon  Church. 

Mr.  Madison.  And  who  is  the  trustee  in  trust  ? 

Mr.  Cutler.  But  the  property  is  looked  after  by  the  presiding 
bishop  of  the  church. 

Mr.  Madison.  Who  is  the  presiding  bishop  of  the  church  ? 

Mr.  Cutler.  Charles  W.  Libby,  to-day.  He  succeeded  Bishop 
William  B.  Preston,  who  died  a  short  time  ago. 

Mr.  Madison.  Are  we  to  understand,  then,  that  the  head  of  the 
church  is  in  fact  the  nominal  trustee,  but  the  business  manager  is 
the  bishop  to  whom  you  have  just  referred  ? 

Mr.  Cutler.  The  business  manager  has  immediate  charge  of  all 
the  properties,  to  look  after  and  gather  in  the  dividends,  and  things 
of  that  sort.     The  tithings  are  paid  through  his  office. 

Mr.  Madison.  This  fund  is  continually  in  process  of  investment, 
and  continually  in  process  of  development  and  growth  ? 

Mr.  Cutler.  And  liquidation. 

Mr.  Madison.  What  do  you  mean  by  liquidation  ? 

Mr.  Cutler.  By  the  church  in  all  its  ramifications,  10,000  of 
them — building  schoolhouses,  building  meeting  houses,  paying  the 
fares  of  missionaries  after  they  have  been  abroad,  and  taking  care 
of  the  poor,  and  educational  purposes,  and  taking  care  of  the  tem- 
ples—10,000  different  funds.  ,       ,      , 

Mr.  Madison.  Do  you  build  your  local  churches  and  school 
houses  from  the  general  funds  of  the  church,  or  from  the  local  funds 
derived  from  the  communities  in  which  they  are  located  1 

Mr  Cutler.  We  build  church  institutions,  as  well  as  to  pay  our 
taxes  and  educate  our  children  in  colleges.  We  pay  from  the  school 
funds,  but  we  have  also  church  colleges,  just  as  the  Cathohc  and 
other  denominations  have. 

Mr.  Madison.  You  have  church  schools  ? 

Mr.  Cutler.  Yes,  sir;  some  church  schools. 


816  AMEEICAN   SUGAR  BBFINING   CO. 

Mr.  Madison.  Those  church  schools  are  the  ones  I  had  in  mind. 
Do  you  maintain  them  out  of  the  general  fund  of  the  church,  or  do 
you  maintain  them  out  of  local  funds  that  are  derived  from  the  com- 
munities in  which  the  schools  are  located  ? 

Mr.  Cutler.  I  am  not  identified  with  any  of  them,  but  if  you  will 
permit  Maj.  Young,  who  is  connected  with  one  of  them,  to  explain 
if  he  wants  to,  I  think  you  will  understand  it  better. 

Mr.  Madison.  Certainly,  yes. 

Mr.  Young.  The  Mormon  Church  does  not  pretend  to  maintain 
common  schools 

Mr.  Madison.  You  understand  church  schools  are  what  I  have 
reference  to,  and  I  am  getting  at  the  question  of  this  fund  and  its 
size  and  use  and  form,  because  the  testimony  is  here  that  as  a  matter 
of  fact  portions  of  it  have  been  employed  in  the  sugar  business,  and 
therefore  we  have  a  right  to  go  into  it. 

Mr.  Young.  Answering  your  question  as  to  the  church  schools, 
there  is  a  system  of  church  schools  of  about  the  high  school 
grades,  some  25  or  30  in  number,  maintained  by  the  Mormon 
Church  throughout  its  settlements  from  Canada  to  Mexico.  These 
schools  are,  because  of  the  competition,  you  might  say,  of  the  high 
schools  maintained  by  the  States,  in  pretty  much  all  of  their  locali- 
ties, which  are  free — these  schools  are  necessarily  free.  I  am  con- 
nected with  the  institution  at  Provo,  which  is  a  church  school.  There 
is  a  registration  fee  of  about  $10  per  year.  That  is  all  that  the  pupils 
pay  or  anybody  pays  into  the  maintenance  fund  of  that  school,  with 
the  exception  of  the  church.  The  church  annually  appropriates,  as 
I  recall  it  now,  some  $65,000  or  $75,000  out  of  the  general  income  of 
the  church  toward  the  maintenance  of  that  school. 

Mr.  Madison.  What  is  the  size  of  this  general  fund  at  the  present 
time  which  has  been  used  for  the  purposes  which  we  have  learned 
here  to-day  ? 

Mr.  Cutler.  I  do  not  know  that  I  have  that  in  mind.  That  is  not 
within  my  province,  and  I  could  not  answer  that.  I  do  not  know 
whether  they  have  one  penny  in  that  general  fund  to-day. 

Mr.  Madison.  You  have  very  kindly  illuminated  us  by  stating  that 
it  is  reputed  in  a  number  of  instances  that  such  and  such  is  true.  I 
take  it,  of  course,  that  among  the  Mormon  people,  and  certainly  with 
gentlemen  who  have  been  members  of  its  clergy,  there  is  a  reputation 
as  to  the  amount  of  the  fund  at  least,  and  I  would  like  to  ask  you  if 
it  has  a  general  reputation  among  Mormon  people  as  to  what  the  size 
is  to-day  ? 

Mr.  Cutler.  I  should  answer  that  only  by  saying  no,  it  has  not 
got  any  reputation  of  having  a  general  fund.  It  has  the  reputation 
of  spending  its  income  as  fast  as  it  gets  it  from  the  sources  I  have 
mentioned,  among  its  people. 

Mr.  Madison.  By  '%nd"  we  mean  the  amount  that  has  been 
invested,  the  invested  fund,  which  of  course  is  in  securities  of  one 
kind  or  another  and  which  do  not  change  from  year  to  year.  I  am 
not  referring  to  the  current  cash.  I  am  referring  to  the  fund  which, 
from  time  to  time,  has  been  invested  in  permanent  investments  and 
which  is  now,  a  portion  of  it,  as  I  understand,  in  the  beet-sugar  busi- 
ness.    I  want  to  know  what  the  size  of  that  fund  is. 

Mr.  Cutler.  I  wish  I  knew,  but  I  do  not.     I  have  no  idea. 
_    Mr.  Madison.  Why  do  you  say  you  wish  you  knew — because  there 
is  a  mystery  about  it  ? 
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Mr.  Cutler.  No,  sir;  because  I  lack  information.  I  wish  I  knew, 
so  I  could  answer  your  question,  but  I  do  not  know,  and  there  is  no 
tendency  on  the  part  of  the  Mormon  people,  at  least,  to  surmise,  I 
presume.  They  take  it  for  granted  the  church  in  its  rights  has 
properties,  such  as  the  Temple,  some  stock  in  the  sugar  companies, 
and  things  of  that  sort;  but  I  never  heard  it  questioned  or  any 
special  surmise  made  as  to  how  large  the  amount  was. 

Mr.  Madison.  Let  me  inquire,  then,  are  we  to  understand  that  this 
fund  is  one  concerning  which  no  account  is  required  to  be  made  by 
the  head  of  the  church  to  his  people  ? 

Mr.  Cutler.  I  take  it  that  there  is  a  schedule  that  is  made  every 
year — I  do  not  know  for  certain — and  deposited  in  the  proper  place 
in  the  archives,  or  wherever  such  records  are  kept. 

Mr.  Madison.  Is  that  published  to  the  people  at  large  ? 

Mr.  Cutler.  It  is  not  published  to  the  people  in  print.  It  is 
talked  of.  At  the  general  conferences  they  give  an  accountings 
The  accounting  is  given  at  a  general  conference. 

Mr.  Madison.  You  were  at  one  time  a  member  of  the  Episcopacy 
of  the  church? 

Mr.  Cutler.  I  was  bishop,  a  bishop  over  a  local  ward  in  the- 
country. 

IVIr.  Madison.  As  such  bishop  were  you  a  member  of  the  general 
conference  of  the  church  1 

Mr.  Cutler.  Yes;  a  member  at  the  general  conference.  Every- 
body is  a  member  of  the  general  conference — every  member  of  the 
church. 

Mr.  Madison.  Is  there  an  inner  circle,  so  to  speak — and  I  do  not 
use  that  in  any  offensive  way — or  a  conference  that  is  composed  of 
higher  officials  of  the  church,  to  whom  only  such  an  accounting  is 
made? 

Mr.  Cutler.  I  take  it,  that  accounting  that  was  made  at  the  con- 
ference, at  the  general  conference,  is  stated  to  the  people. 

Mr.  Madison.  Is  there  an  accounting  made — we  are  getting  at  the 
matter  now,  possibly — is  there  an  open  public  accounting  made  of 
this  fund  to  the  people  at  the  general  conference  ? 

Mr.  Cutler.  Tnere  is  a  statement  made  at  the  general  conference, 
not  in  detail.  I  never  have  heard  one  in  detail  as  to  what  the  property 
of  the  church  consists  of;  but  it  will  tell  as  to  what  the  funds  have, 
been  devoted  to,  certain  purposes,  how  much  it  has  cost  for  church 
schools,  and  so  on;  how  much  it  has  cost  for  the  poor  in  the  diilerent 
wards,  of  which  there  are  himdreds. 

Mr.  Madison.  Then  the  amount  of  the  expenditures  are  accounted, 
for,  but  not  the  amount  of  the  receipts  ? 

Mr.  Cutler.  Not  the  amount  of  the  investments. 

Mr.  Madison.  Not  the  amount  of  the  investments? 

Mr.  Cutler.  No. 

Mr.  Madison.  That  is  a  matter  peculiarly,  then,  within  the  know- 
ledge of  the  official  members  of  the  Mormon  Church  ? 

Mr.  Cutler.  I  should  think  that  the  proper  person  should  be  the 
bishop  of  the  church,  who  has  those  things  in  charge.  That  would 
be  my  own  opinion. 

Mr.  Madison.  Certainly  he  administers  the  fund  under  the  direction 
and  control  of  the  head  of  the  church,  does  he  not  ? 

Mr.  Cutler.  I  do  not  think  the  trustee  ever  disburses  any  funda 
without  the  approval,  first,  of  his  counselors,  and  then  of  the  12' 
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apostles  who  ineet  in  conference.  You  are  asking  about  conferences. 
They  meet  every  day  or  two,  and  discuss  all  matters  pertaining  to  the 
church. 

Mr.  Madison.  How  much  money  do  you  know  of  that  has  been 
invested  out  of  this  general  fund  of  the  Mormon  church  in  the  beet- 
sugar  business  in  Utah  and  Idaho  ? 

Mr.  Cutler.  An  amount  of  about  $490,000. 

Mr.  Madison.  They  hold  stock  of  par  value  of  $490,000  ? 

Mr.  Cutler.  Yes;  I  will  say  we  have  invested  about  that  much 
money,  and  we  have  to  pay  par  for  it. 

Mr.  Madison.  That  investment  was  made  by  Mr.  Woodruff  ? 

Mr.  Cutler.  Part  of  it  was  made  by  Mr.  Woodruff  when  he  was 
president  of  the  church;  part  of  it  was  made  since  by  Mr.  Lorenzo 
Snow,  who  was  president  of  the  church,  and  part  by  Mr.  Smith. 

Mr.  Madison.  What  part  was  made  by  Mr.  Woodruff  ? 

Mr.  Cutler.  A  very  small  part  of  that,  because  in  those  days  it 
was  at  a  time  when  the  church  property  was  cheapest,  and  he  would 
have  liked  to  put  more  money  into  the  beet-sugar  business  than  he 
was  able  to.     I  think  probably  about  one-fourth  of  it  at  that  time. 

Mr.  Madison.  What  part  was  invested  by  Mr.  Snow? 

Mr.  Cutler.  Not  more  than  one-fourth. 

Mr.  Madison.  Then  one-half  was  invested  by  the  present  head  of 
the  church  ? 

Mr.  Cutler.  I  would  say  yes. 

Mr.  Madison.  By  Mr.  Smith? 

Mr.  Cutler.  That  is  about  my  estimate.     I  may  be  wrong. 

Mr.  Madison.  Then  the  investment  made  by  Mr.  Woodruff  was  the 
investment  that  was  made  before  the  American  Sugar  Refining  Co. 
came  into  the  matter  ? 

Mr.  Cutler.  Yes,  sir. 

Mr.  Madison.  And  was  for  the  purpose  of  helping  a  new  and  strug- 
gling industry  ? 

Mr.  Cutler.  Yes,  sir. 

Mr.  Madison.  Is  that  true  also  of  the  investment  made  by  Mr. 
Snow? 

Mr.  Cutler.  Yes,  sir. 

Mr.  Madison.  And  it  was  Mr.  Smith,  then,  that  made  the  invest- 
ment after  the  American  Sugar  Refining  Co.,  became  a  party  to  the 
transaction  ? 

Mr.  Cutler.  Yes;  and  took  the  proportion  of  the  stock  that  would, 
be  allotted  to  him  as  trustee,  as  one  of  the  general  stockholders 
that  would  be  allotted  to  every  stocldiolder.  He  took  his  pro  rata 
as  trustee  of  the  church  of  the  stock  that  the  church  already  owned — 
in  the  new  organization  of  the  company. 

Mr.  Madison.  Did  he  take  an}^  more  than  that  ? 

Mr.  Cutler.  I  think  he  has  bought  a  Uttle  at  times. 

Mr.  Madison.  Upon  his  personal  account,  or  upon  account  of  the 
church  ? 

Mr.  Cutler.  I  do  not  think  there  is  any  stock  in  his  name.  I  have 
looked  over  the  documents  before  I  left,  and  I  could  not  find  a  share 
of  stock  in  his  own  name.  Whatever  he  may  have  had  he  had 
divided  up  among  his  children.  He  has  divided  up  what  stock  he  did 
have  among  his  children  long  ago. 

Mr.  Madison.  Mr.  Chairman,  it  is  1  o'clock 
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The  Chaieman  (interrupting).  No;  we  have  10  minntes  yet. 

Mr.  Madison.  I  do  not  want  to  complete  in  10  minutes  my  exami- 
nation of  this  witness'. 

The  Chairman.  It  is  so  near  our  time  for  recess  that  we  will  take 
it  at  this  time.  We  will  take  a  recess  at  this  time  until  half  past  two, 
at  which  time,  Mr.  Cutler,  you  will  please  return. 

Mr.  Cutler.  Very  well. 

(Thereupon,  at  12.55  o'clock  p.  m.,  a  recess  was  taken  until  2.30 
p.  m.) 

AFTER    RECESS. 

At  the  expiration  of  the  recess  the  cojumittee  resumed  its  session. 

TESTIMONY  OF  THOMAS  R.  CUTLER— Continued. 

The  Chairman.  Mr.  Madison,  you  may  resume  your  examination. 
Mr.  Madison.  I  was  not  here '  yesterday  and  I  do  not  want  to 
repeat.  If  I  ask  you  a  question  which  you  have  already  answered, 
just  give  me  a  very  brief  reply  because  I  do  not  care  to  duplicate  the 
work  of  the  committee.  I  want  you,  to  a  slight  degree,  to  travel 
over  some  of  the  same  ground,  but  not  on  the  same  matters,  except 
perhaps  for  the  purpose  of  making  some  things  a  little  more  definite 
and  complete.  You  testified  before  luncheon  about  the  fund  of  the 
Mormon  Church  that  was  used  in  investments  and  in  business  mat- 
ters, for  the  development  of  your  people  industrially  and  agricultu- 
rally, etc. ;  and  the  amount  which  had  been  invested  in  the  beet- 
sugar  industry.  Now,  I  understand  that  you  people  had  begun  the 
industry  and  were  developing  it  before  Havemeyer  appeared  on  the 
scene.  I  understand  that  Willett  of  Willett  &  Gray  came  out  in 
your  country  and  had  a  personal  conference  with  you,  and  suggested 
the  possibility  or  the  probability  of  some  strong  man  getting  in  with 
you,  and  finally  developed  who  his  principal  was.  The  strong  man 
that  might  come  in  was  Henry  O.  Havemeyer.  That  is  right,  is  it 
not? 

Mr.  Cutler.  Yes,  sir. 

Mr.  Madison.  For  my  information,  tell  me  what  year  that  was. 

Mr.  Cutler.  That  was  in  the  latter  part  of  September,  1901. 

Mr.  Madison.  I  understand  that  that  met  with  your  approval; 
that  you  felt  it  to  be  a  good  idea  to  have  Havemeyer  associated  with 
you? 

Mr.  Cutler.  Yes,  sir. 

Mr.  Madison.  Consequently  you  sought  an  interview  with  Mr. 
Havemeyer,  or  one  was  arranged.     Is  that  true  ? 

Mr.  Cutler.  Yes,  sir. 

Mr.  Madison.  Did  you  go  to  New  York  to  see  him  ? 

Mr.  Cutler.  Yes,  sir. 

Mr.  Madison.  At  the  invitation  of  Mr.  Havemeyer? 

Mr.  Cutler.  Yes,  sir. 

Mr.  Madison.  Did  that  invitation  come  through  Mr.  Willett,  or  did 
it  come  directly  from  Mr.  Havemeyer  ? 

Mr.  Cutler.  It  came  first  through  Mr.  Willett,  suggested  by  Mr. 
Havemeyer.  Then  Mr.  Willett  went  to  San  Francisco  with  me,  and 
we  were  gone  for  nearly  a  week.     I  had  to  go  down  on  business. 
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When  I  came  back  I  presented  these  ideas  to  the  directors  and  a  com- 
mittee was  appointed.  During  the  committee's  discussions  Mr.  Wil- 
lett  wrote  or  wired  to  Mr.  Havemeyer,  and  wlien  it  got  to  a  certain 
consummation  of  the  committee's  work  he  then  divulged  who  the 
party  was  and  showed  me  the  telegram  from  Mr.  Havemeyer  request- 
ing Mr.  Willett  to  ask  me  to  go  on  to  New  York. 

Mr.  Madison.  Did  you  suspect  who  the  party  was  before  that  ? 

Mr.  Cutler.  Not  very  much;  no. 

Mr.  Madison.  You  had  something  of  a  suspicion,  as  we  say  out 

West?  .    ,  ,.    , 

Mr.  Cutler  (interrupting) .  I  had  a  httle — a  little. 

Mr.  Madison  (continuing) .  That  it  was  probably  the  American 
Sugar  Refinuig  Co.  ?  '  • ,  i        • 

Mr.  Cutler.  It  was  simply,  to  my  mind,  an  mcident  that  it  was 
Havemeyer.  If  it  had  been  anybody  else  that  had  had  an  equal 
amount  of  money  to  invest,  that  we  thought  was  influential  enough 
to  help  to  carry  out  what  we  desired  to  carry  out,  it  might  have  been 
some  one  else,  to  my  mind. 

Mr.  Madison.  But  you  were  not  particularly  surprised  when  Mr.' 
Willett  disclosed  his  principal  ? 

Mr.  Cutler.  Not  at  all. 

Mr.  Madison.  And  that  it  was  Mr.  Havemeyer  ?  What  was  the 
proposition  ?  What  was  Willett  proposing  that  you  should  do,  and 
what  was  the  proposition  that  you  laid  before  your  board  of  directors  ? 

Mr.  Cutler.  The  first  proposition — do  you  mean  that  which  was 
explained  by  Mr.  Willett  or  Mr.  Havemeyer?     Which? 

Mr.  Madison.  No;  I  mean  the  one  that  was  explained  by  Mr.  Wil- 
lett while  he  was  there  in  Utah  in  the  first  instance. 

Mr.  Cutler.  Simply  to  bring  about  with  me  an  interview  with 
Mr.  Havemeyer,  with  a  view  of  engaging  my  personal  services  to  help 
build  up  the  beet  industry. 

Mr.  Madison.  That  Mr.  Havemeyer  wanted  to  employ  you  ? 

Mr.  Cutler.  Yes,  sir. 

Mr.  Madison.  And  you  were  to  go  into  the  service  of  Havemeyer? 

Mr.  Cutler.  That  was  his  idea — that  Havemeyer  carried  that  idea 
that  he  wanted  a  man  who  had  had  some  experience  in  the  beet 
sugar,  and  there  were  very  few  in  the  country  then — to  help  them  to 
exploit  beet  sugar  in  localities  where  it  would  be  advantageous. 

Mr.  Madison.  What  was  the  proposition  that  you  then  submitted 
to  your  board  of  directors  ? 

Mr.  Cutler.  He  then  said  still  further:  "Providing  that  an 
arrangement  could  be  made,  there  is  a  possibility  that  it  might  take 
in  the  question  of  selling  a  part  of  your  stock."  That  was  the 
proposition  that  I  took  to  the  directors ;  and  also  I  wanted  to  inform 
them  that  I  was  not  doing  any  underhanded  business  with  them. 
When  I  am  employed  with  anybody,  I  am  going  to  tell  them.  I  am 
either  going  to  state  to  them  what  I  am  doing  or  that  I  am  going  to 
leave  their  employ  and  give  them  due  notice;  but  I  would  not  go 
surreptitiously  to  New  York  City  and  engage  with  anybody  else,  if  I 
was  in  the  employ  of  somebody,  without  informing  the  directors.  I 
am  under  the  direction  of  the  directors.  ' 

Mr.  Madison.  Did  Mr.  Willett  make  any  definite  proposition  as 
to  the  amount  of  stock  that  would  be  taken' by  this  party? 

Mr.  Cutler.  Not  the  least. 
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Mr.  Madison.  Simply  that  an  investment  would  be  made  in  your 
stock  ?  ^ 

Mr.  CuTLEE.  Yes. 

Mr.  Madison.  Was  it  to  be  new  stock 

Mr.  CuTLEK.  That  is,  possibly. 

Mr.  Madison.  I  understand.  Was  it  to  be  new  stock,  or  was  he  to 
buy  out  the  old  stockholders,  and  take  a  portion  of  their  holdings  ? 

Mr.  CuTLEB.  The  proposition,  he  said,  as  presented  to  himby  Mr. 
Havemeyer,  was  to  purchase  an  amount  of  stock  up  to  one  half  of 
our  holdings.  We  could  not  teU  without  consulting  together.  As 
I  have  testified  here,  I  think,  the  directors  did  not  hold  one  half  of 
the  stock.  Therefore  means  had  to  be  discussed,  ways  and  means, 
how,  if  we  were  going  to  make  an  offer  to  Mr.  Havemeyer,  we  should 
be  able  to  get  hold  of  sufl&cient  stock  to  make  the  deal. 

Mr.  Madison.  And  you  called  your  directors  together  and  sub- 
mitted the  matter  to  them  ? 

Mr.  CxTTLEE.  Yes,  sir. 

Mr.  Madison.  And  at  that  time  they  had  how  many  sugar  factories  ? 

Mr.  CxJTLEE.  One. 

Mr.  Madison.  Just  one  ? 

Mr.  CuTLEE.  One. 

Mr.  Madison.  That  was  the  Utah  Co.  ? 

Mr.  CuTLEE.  The  Utah  Co.  The  cutting  stations — no;  we  did  not 
have  any  cutting  stations  at  that  date.  That  was  too  early.  Oh, 
yes,  we  did.  I  was  thinking  of  1891.  We  had  three  cutting  stations 
at  that  time. 

Mr.  Madison.  But  one  factory? 

Mr.  CuTLEE.  One  factory. 

Mr.  Madison.  And  your  capital  stock  was  how  much  ? 

Mr.  CuTLEE.  At  that  time  we  were  incorporated.  We  had  been 
reincorporated  for  $1,000,000,  and  we  had  $400,000  of  bonds. 

Mr.  Madison.  Was  your  $1,000,000  of  stock  aU  common  or  all 
preferred  ? 

Mr.  CuTLEE.  All  preferred. 

Mr.  Madison.  Your  dividends  were  how  much? 

Mr.  CuTLEE.  There  had  been  no  dividends  paid  early  ia  the  history 
until  we  began  to  reap  the  reward  from  the  bounty  question.  We- 
bad  a  bounty  from  the  United  States  and  one  from  the  State.  We 
then  began  to  pay  dividends  of  6  per  cent  on  the  preferred  stock,  and 
once  in  a  whUe  an  extra  dividend  in  the  early  history. 

Mr.  Madison.  Were  you  paying  6  per  cent  at  the  time  Mr.  Willett 
appeared  on  the  scene  ? 

Mr.  CuTLEE.  Yes,  sir. 

Mr.  Madison.  Now,  then,  you  disclosed  to  your  people  that  this, 
was  Mr.  Havemeyer  who  wanted  to  deal  with  you  ? 

Mr.  CuTLEE.  Yes,  sir. 

Mr.  Madison.  Then  you  went  on  to  New  York  to  see  Mr.  Have- 
meyer as  I  understand  it  ? 

Mr.  CuTLEE.  Yes,  sir. 

Mr.  Madison.  Now,  wiU  you  relate  substantially  all  the  conversa- 
tion that  took  place  between  you  and  Mr.  Havemeyer  at  that  time  I 

Mr.  CuTLEE.  As  nearly  as  I  could  I  gave  it,  in  as  concise  a  way  as 
I  could,  yesterday.     I  think  it  is  on  file. 

Mr.  Madison.  That  was  given  ? 
99220— No.  10—11 4 
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Mr.  Clttler.  It  was  given  here  yesterday. 

Mr.  Madison.  Just  briefly,  for  my  benefit  (because  I  want  to  ask 
some  questions  later  on),  will  you  repeat  it? 

Mr.  Cutler.  Concisely,  he  explained  that  "we"  (which  I  took 
to  mean  his  company;  at  first  I  did  not  know  whether  he  was  going 
into  this  for  his  Company  or  himself,  as  I  met  him  in  his  home  on 
Fifth  Avenue — ^but  he  used  theword  "we"  and  "we"  can  be  applied 
to  anybody,  and  naturally  I  took  it'  to  mean  his  company)  "have 
decided  to  go  into  the  beet-suga,r  industry.  We  have  surplus  capital 
at  our  command.  Sugar  is  our  business,  and  we,"  or  "I  believe  that 
the  beet-sugar  business  will  grow  very  fast,  and  we  want  to  getinto 
it.  Will  you  entertain  a  proposition,  Mr.  Cutler,  to  identify  ytjurseilf 
with  us  in  the  building  of  beet-sugar  factories  in  the  United  States, 
pointing  out  localities,  hunting  for  them,  that  will  be  profitable, 
covering  as  many  States  as  possible  where  it  would  be  proper  to 
go  into  the  industry  and  that  would  have  the  advantages  for  the 
iilduStry."  I  told  him  no,  that  my  obligations  to  my  people  were  of 
that  nature,  and  my  home  was  in  Salt  Lake,  Utah,  that  I  should  not 
care  to  personally  enter  into  the  employ  of  Mr.  Havemeyer  in  that 
way;  but  if  he  would  consider  a  proposition  from  us  to  assist  us 
in  developing  the  industry  wherever  we  would  consider  it  proper, 
in  a  section  contiguous  to  our  present  land  in  Utah — and  I  told  him 
I  thought  there  were  some  good  places  in  Idaho  that  had  been  sug- 
gested to  me  by  some  friends;  in  fact,  we  had  been  deluged  with 
applications  from  locations,  wanting  to  know  if  they  could  not  get  us 
to  go  into  the  industry,  and  we  had  to  tell  them  invariably  that  we 
did  not  have  capital  to  enter  into  the  industry  any  faster  than  we 
could  gather  it  together.  He  agreed  to  that  on  condition,  also,  that 
we  could  deliver  him  one-half  of  the  stock  of  the  Utah  Sugar  Co. 
I  told  him  I  would  go  home  and  consult  again  with  the  company  and 
see  -what  they  had  to  say.  I  testified  here  that  I  made  six  trips  be- 
tween the  latter  part  of  September,  1901,  and  March  2,  1902,  when 
the  consummation  was  made. 

Mr.  Madison.  You  finally  succeeded  in  getting  him  the  stock? 

Mr.  Cutler.  Yes,  sir.  .  - 

'  Mr.  Madison.  Did  you  make  pubhc  the  fact  that  you  had  bought 
this  stock  for  him  ? 

Mr.  Cutler.  At  that  time  ? 

Mr.  Madison.  Yes. 

Mr.  Cutler.  No. 

Mr.  Madison.  For  business  reasons,  I  can  understand  why  not.  It 
would  be  perfectly  proper  for  you  not  to  say  anything  about  it  while 
you  were  buymg  it  up,  from  a  business  standpoint;  but  after  you  had 
done  so,  and  after  he  had  acquired  his  ownership  of  one-haK,  then 
was  the  pubHc  mformed  that  he  had  acquired  half  of  the  stock? 

Mr  Cutler.  The  public— it  was  pubHshed  in  the  newspapers  of 
bait  Lake  City  that  he  had  purchased  it.  While  I  was  in  New  York 
gettmg  my  check,  the  day  that  I  got  my  check  it  was  published  in  the 
newspapers  of  Salt  Lake  City  that  I  had  sold  half  of  the  stock  and  to 
whom.  It  said  H.  0.  Havemeyer— for  I  did  not  know  anybody  else 
m  the  transaction,  with  one  exception.  The  day  that  I  arrived  in 
New  York  to  deliver  the  stock  Mr.  Havemeyer  had  a  part  of  his  direc- 
tors at  his  home.     He  says,  "Have  you  got  your  stock?"     I  said. 

Yes;  i  am  here  with  the  stock."     He  had  the  directors  around  a 
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table  similar  to  this — a  smaller  one — and  he  questioned  each  one 
singly.  He  explained  to  them  all  about  it  and  said,  "Are  you  in 
favor  of  this  proposition,  Mr.  So-and-so  1  Say  'Aye  '  if  you  are.  Are 
you  in  favor,  Mr.  So-and-so?"  ''Yes."  He  questioned  every  one 
of  them  separately,  and  as  soon  as  they  had  all  acquiesced  he  said, 
"Mr.  Cutler,  meet  my  secretary,  Mr.  Heike,  at  the  Colonial  Bank 
to-morrow  morning  at  10  o'clock  and  get  your  money  and  deliver 
your  stock." 

Mr.  'Madison.  What  did  he  pay  for  this  ? 

Mr.  Cutler.  He  paid  $18  a  share,  the  par  value  being  $10.  We  had 
their  auditor  to  come  out  there,  and  he  was  out  there  for  two  months 
exa/mining  the  accounts  and  going  over  everything.  It  was  really  the 
value  of  the  stock.     We  had  accumulated  that  much  value. 

Mr.  Madison.  You  purchased  the  stock,  then,  as  the  agent  in  fact, 
of  Mr.  Havemeyer  in  the  first  instance  ?  That  is,  when  you  went  out 
to  buy  the  stock  and  deliver  it  to  him,  you  purchased  it  as  the  agent  of 
Mr.;  Havemeyer  ? 

Mr.  Cutler.  Well,  I  don't  know.  I  would  not  like  to  say  that. 
I  was  in  the  employ  of  the  Utah  Sugar  Co. 

Mr.  Madison.  I  know,  but  at  the  same  time  he  had  said  to  you: 
"You  must  obtain  for  me  one-half  of  the  stock,"  and  you  went  out 
and  bought  it  for  him. 

Mr.  Cutler.  An  agent  is  supposed  to  be  paid  for  his  services.  I 
never  got  a  penny  for  such  a  thing. 

Mr.  Madison.  Unfortuntely  some  of  us  are  acting  as  agents  where 
there  is  no  question  of  getting  paid  for  the  services,  and  yet  the  rela- 
tion of  agency  was  existing. 

Mr.  Cutler.  I  was  acting  for  my  people  only,- at  that  time. 

Mr.  Madison.  Yes;  so  far  as  their  advantage  was  concerned. 

Mr.  Cutler.  Yes,  sir.  ... 

Mr.  Madison.  But  as  a  matter  of  fact  you  were  buying  the  stock 
for  Mr.  HavemeyeTj  to  go  to  Havemeyer. 

Mr.  Cutler.  It  was  purchased,  in  fact— there  had  to  be  a  little 
syndicate  gotten-up,  which  agreed  thus :  That  if,  after  giving,  everyone 
of  the  stockholders  the  right  to  put  in  their  proportion,  it  should  not  be 
made  up  evenly,  others — and  I  was  one  of  them — would  let  part  of 
our  stocli  go  to  make  the  balance  up. 

Mr.  Madison.  Did  you  have  to  do  it? 

Mr.  Cutler.  Yes;  temporarily. 

Mr.  Madison.  Now,  then,  we  will  take  the  next  step.  Mr.  Have- 
meyer has  gotten  one-half  of  the  stock  of  the  Utah  Sugar  Co.;  and 
you  have  one  factory  capitalized  at  about  $1,000,000.  Now,  then, 
v/hat  was  the  next  company  that  you  formed  ?  ■  .' 

Mr.  Cutler.  The  next  actual  company  ?     Of  course  we  reorganized 

the  old  company.  ■     x-        i_   i.  ^    iu 

Mr.  MadisoN:.  I  am  not  referring  to  a  reorganization,  but  to  tne 
next  company  that  was  formed.  ,      ■     ,  1 1  i.     xu 

■  Mr.  Cutler.  The  next  company  that  was  formed  would  be  the 
Idaho  Sugar  Co. 

Mr.  Madison.  The  what  1 

Mr.  Cutler.  The  Idaho  Sugar  Co. 

Mr.  Madison.  The  Idaho  Sugar  Co. « 

Mr.  Cutler.  Yes. 
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Mr.  Madison.  Mr.  Havemeyer  took  one-half  of  the  stock  of  that, 
did  he  not  ? 

Mr.  Cutler.  Yes,  sir. 

Mr.  Madison.  Did  he  suggest  the  formation  of  the  Idaho  Sugar  Co.  ? 

Mr.  Cutler.  No,  sir;    we  suggested  it. 

Mr.  Madison.  You  suggested  it  to  him  ? 

Mr.  CoTLER.  Yes. 

Mr.  Madison.  Did  you  ask  him  then  if  he  would  take  half  of  the 
stock  ? 

Mr.  Cutler.  That  was  the  understanding,  that  he  should,  of  any 
factory  site  we  could  obtain  that  appealed -to  him  as  being  a  proper 
thing,  that  he  would  take  one-half.  That  was  the  agreement,  because 
we  wanted  to  extend  the  industry  in  localities  where  we  had  been  del- 
uged with  appHcations. 

Mr.  Madison.  Then,  in  the  contract  that  was  made  in  New  York 
between  you  and  him,  whether  it  was  in  one  home  company  or  a 
dozen,  the  understanding  was  in.  fact  that  you  were  to  go  ahead  and 
extend  the  industry  and  build  new  factories  at  different  places,  and 
that  the  American  Sugar  Refining  Co.  was  to  put  in  one-half 

Mr.  Cutler.  He  did  not  use  the  words 

Mr.  Madison.  Of  the  amount  invested  and  take  one-half  of  the  stock  ? 

Mr.  Cutler.  He  did  not  use  the  word  "American."  He  simply 
said  "we." 

Mr.  Madison.  "We"  after  a  while  came  to  be  understood  as  the 
American  Sugar  Refining  Co.  ? 

Mr.  Cutler.  I  understood  it  so. 

Mr.  Madison.  Certainly. 

Mr.  Cutler.  Yes. 

Mr.  Madison.  You  first  organized  the  Idaho  company  ? 

Mr.  Cutler.  Yes,  sir. 

Mr.  Madison.  And  that  you  organized  as  a  separate  corporation? 

Mr.  Cutler.  Yes,  sir. 

Mr.  Madison.  You  did  not  build  it  with  the  old  corporation? 

Mr.  Cutler.  We  couldn't.     We  didn't  have  money  enough. 

Mr.  Madison.  You  could  have  increased  the  stock  ? 

Mr.  Cutler.  Yes. 

Mr.  Madison.  And  you  could  have  gone  out  and  put  it  under  one 
corporation  if  you  had  wished  to ;  but  the  fact  was  that  you  did  not. 
Now,  then,  you  built  another  company  later  ? 

Mr.  Cutler.  Yes,  sir. 

Mr.  Madison.  Or  rather  you  organized  another  company  and  built 
anotherplant.     What  was  that  ? 

Mr.  Cutler.  That  was  called  the  Fremont  County  Sugar  Co., 
which  was  to  embrace,  and  did,  the  other  factories  in  eastern  Idaho 
which  we  built. 

Mr.  Madison.  Which  was  to  do  what  ? 

Mr.  Cutler.  To  be  amalgamated  to  take  in  any  other  factories  up 
to  the  amount  of  stock  subscribed  in  the  new  company.  We  had  then 
one  factory  in  contemplation,  with  possibly  more.  We  increased  the 
capital  stock,  or  made  the  capital  stock  $5,000,000,  authorized. 

Mr.  Madison.  Of  the  Fremont  County  Co.  ? 

Mr.  Cutler.  Of  the  Fremont  County  Co.  That  was  then  to  take 
in  the  Idaho  and  amalgamate  with  the  Idaho  Co. 

Mr.  Madison.  Did  you  actually  do  that  ? 
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Mr.  Cutler.  Yes,  sir. 

Mr.  Madison.  You  amalgamated  the  two  ? 

Mr.  Cutler.  Yes,  sir. 

Mr.  Madison.  In  other  words  you  practically  dissolved  the  Idaho 
Co.  and  merged  it  with  the  Fremont  County  Co.  ? 

Mr.  Cutler.  We  did  dissolve  by  law. 

Mr.  Madison.  What  was  the  next  company  that  you  organized? 

Mr.  Cutler.  The  next  company  that  we  organized  was  the  Western 
Idaho  Sugar  Co. 

Mr.  Madison.  Capitalized  at  how  much  ? 

Mr.  Cutler.  $2,000,000,  authorized. 

Mr.  Madison.  Did  Mr.  Havemeyer  take  one-half  of  the  stock  that 
was  actually  issued  ? 

Mr.  Cutler.  One-half  that  was  issued. 

Mr.  Madison.  Then  did  you  organize  another  one  ? 

Mr.  Cutler.  No,  sir. 

Mr.  Madison.  You  then  had  three  companies  ? 

Mr.  Cutler  (continuing  last  answer).  Not  until  the  general  amalga- 
mation of  the  Utah-Idaho  Sugar  Co. 

Mr.  Madison.  I  understand.     You  now  had  three  companies  ? 

Mr.  Cutler.  Yes,  sir. 

Mr.  Madison.  They  were  in  fact  under  your  control  and  under  the 
control  of  Mr.  Havemeyer  jointly — or  the  American  Sugar  Refining 
Co.? 

Mr.  Cutler.  Under  the  control  of  the  board  of  directors  of  the 
Utah  Sugar  Co. 

Mr.  Madison.  Of  which  you  were  president  ? 

Mr.  Cutler.  Of  which  I  was  vice  president  and  general  manager. 

Mr.  Madison.  You  were  in  consultation  with  Mr.  Havemeyer 
about  all  these  matters,  were  you  not  ? 

Mr.  Cutler.  Letters  passed  between  us  very  infrequently.  I 
would  go  to  New  York  about  four  times  a  year  to  report  personally 
what  we  were  doing. 

Mr.  Madison.  Did  you  consult  with  him  about  the  question  of 
prices  ? 

Mr.  Cutler.  The  price  of  what  ? 

Mr.  Madison.  Sugar. 

Mr.  Cutler.  Never. 

Mr.  Madison.  You  never  did? 

Mr.  Cutler.  I  never  did. 

Mr.  Madison.  Did  you  consult  with  him  either  by  letter  or  other- 
wise with  regard  to  the  question  of  the  territory  in  which  you  should 
sell  your  sugar  ? 

Mr.  Cutler.  No,  sir. 

Mr.  Madison.  Did  you  consult  with  him  either  by  letter  or  other- 
wise with  regard  to  the  times  when  you  should  sell  your  sugar  ? 

Mr.  Cutler.  Yes.  I  asked  him  this  question  several  t^'mes: 
"Mr.  Havemeyer,  do  you  think  it  is  a  good  time  to  send  the  bulk  of 
our  sugar  down  to  the  Missouri  River?  How  do  you  think  the 
market  is?"  Being  remote,  while  I  would  have  lists  and  everything 
of  that  sort,  still  I  would  like  to  get  it  from  some  one  who  ought  to 
know  the  markets.  I  would  ask:  "What  do  you  think?  Is  it  a 
good  time  to  unload  a  lot  of  sugar  on  the  river?  What  do  you  think 
of  the  European  crops — the  Cuban  crops,  the  Porto  Rican  crops,  and 
others  ? "     He  would  give  me  his  ideas. 
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Mr.  Madison.  That  was  as  far  as  it  went,  in  the  matter  of  con- 
sultations between  you  and  him,  in  regard  to  the  prices  and  markets, 
and  times  and  places  where  you  would  sell  your  sugar?  ■^^ 

Mr.  Cutler.  I  thought  probably  you  were  gomg  to  ask  me  did  I 
follow  his  advicei  always  ?  .  ' 

Mr.  Madison.  Well,  I  might  have  asked  that,  and  I  may  do  so 
later.     But  I  assume  that  you  did  not.  ' 

Mr.  Cutler..!  did  not,  for  I  found  this:  That  Mr.  Havemeyer  was 
more  or  less  erratic.  While  he  might  be  a  good  judge,  it  was  pretty 
difficult  for  him  to  judge  our  conditions  away  off.  in  that  wa,y— 
what  our  local  wants  would  require,  •  and  what  the  conditions  might 
be  on  the  Pacific  coast.     While  he  might  have  been  posted,  I  do  not 

know.  J-       1  • 

Mr.  Madison.  What  did  he  say  about  the  matter  of  sending  his 
sugar  out  there  at  the  time  when  you  were  selling  yours  ? 

Mr.  Cutler.  I  never  came  into  competition  with  him. 

Mr.  Madison.  He  did  not  send  his  sugar  out  there  ? 

Mr.  Cutler.  He  could  not,  on  account  of  the  freights — not  to 
Utah.  :     • 

Mr.  Madison.  Wait  a  moment.  He  was  also  largely  in  control  of 
the  Cahfornia  market. 

Mr.  Cutler.  Was  he  ?  I  remember  one  remark,  if  you  will  pardon 
me.  ■  I  rememberone  remark  which  led  me  to  believe  that  he  was  not. 
He  made  this  remark  to  me  once;  It  was  during  the  life  of  Mr.  Claus 
Spreckels — the  old  gentleman. 

Mr.  Madison.  Yes.     ' 

Mr.  Cutler.  He  said,  "We  own" — I  think  he  said  either  50  or  51 
per  cent  of  that  refinery,  but  he  said,  "I  can  not  do  anything  with 
them.  I  can  not  get  any  of  the  information  that  I  want  to."  That 
led  me  to  believe  that  he  was  not  in  information  as  much  as  he  ought 
to  have  been,  or  as  I  thought  he  ought  to  have  been. 

Mr.  Madison.  One  of  the  decidedly  remarkable  ■  features  of  this 
investigation  has  been  the  fact  that  everybody  has  conceded  that 
Mr.  Havemeyer  was  a  masterful  man,  and  yet  nobody  ever  followed 
any  of  his  dicta.    ■ 

Mr.  Cutler.  I  have  a  letter  in  my  possession  that  showed  his 
peculiarities.  It  is  written  on  a  scrap  of  paper  there.  I  had  asked 
him  by  Jetter,  I  think,  what  he  thought  of  the  markets,  and  he  wrote 
back:  "I  think  in  view  of  the  tremendous  crop  in  Europe  and  Cuba 
it  might  be  a  good  idea  to  unload  some  of  your  sugar  which  you  are 
thinkmg  of  carrying  over  and  selling  gradually."  He  said:  "Sugar 
may  be  lower."  And  he  ended  up:  And  it  also  may  be  higher." 
Now,  what  can  you  get  out  of  a  letter  of  that  kind  ? 

Mr.  Madison.  Well,  you  are  in  the  sugar  business  and  I  am  not. 
What  did  you  get  out  of  it  ? 

Mr.  Cutler.  Nothing;  absolutely  nothing. 

Mr.  Madison.  What  we  are  trying  to  get  at  is  the  relationship 
between  your  company  and  Mr.  Havemeyer  and  the  American  Sugar 
Kefining  Co.  after  you  formed  your  business  relations— after  you 
formed  your  combination  and  he  had  one-half  of  your  stock.  Now, 
it  would  look  to  me,  from  the  picture  that  is  thrown  on  my  mental 
horizon — and  I  say  this  merely  as  a  tentative  conclusion — that  you, 
by  reason  of  your  position,  controlled  one-half  of  the  stock  and  Mi. 
Havemeyer  the  other,  and  that  you  and  he  were  the  dominating  factors 
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out  there  so  far  as  the  Utah-Idaho  group  were  concerned.     That  is 
pretty  near  true,  is  it  not  ? 

Mr.  Cutler.  Yes,  sir. 

Mr.  MiVDisoN.  That  is  right  ? 

Mr.  Cutler.  Yes,  sir;  certainly. 

Mr.  Madison.  That  is  pretty  near  the  situation  ? 
'  Mr.  Cutler.  That  is  pretty  near  true. 

Mr.  Madison.  Now,  then,  your  testimony  is  really  substantially  to 
this  effect:  That  by  reason  of  distan,ce,  by  reason  of  location,  by 
reason  of  the  market  that  you  had  there  at  hand,,  there  was  not  any 
necessary  or  natural  or  unavoidable  competition  between  you  and  the 
American  Sugar  Refining  Co.  In  other,  words,  that  each  of  you 
might  go  along  in  your  respective  sphere  without  clashing  in  any 
way,  shape,  or  form.  If  there  had  been  competition,  that  question 
would  have  been  met  as  it  arose? 

Mr.  Cutler.  Certainly. 

Mr.  Madison.  As  a  matter  of  fact,  there  was  not  much  necessity 
for  it,  was  there?.  ,  ,  ,  i       r. 

Mr.  Cutler.  I  take  it  that  Mr.  Havemeyer  did  not  want  to  lose 
any  money  by  going  into  excessive  competition  any  more  tha»  I 
would. 

Mr.  Madison.  Certainly  not;  and  that  you  were  there  in  a  situation 
so  that  if  you  wished  you  could  control  the  question  of  competition 
to  a  large  degree  ? 

Mr.  Cutler.  To  some  degree;  yes. 

Mr.  Madison.  Why  not  entirely  there  in  that  particular  country  ? 

Mr.  Cutlee.  To  some  degree;  yes. 

Mr.  Madison.  You  and  he  could  have  done  it? 

Mr.  Cutler.  Yes. 

Air.  Young.  If  you  will  allow  me,  Mr.  Madison,  it  seems  to  me 
important  to  a  thorough  understanding  of  this  that  the  witness  should 
be  asked  to  what  extent,  if  any,  the  American  Sugar  Refining  Co. 
ever  sent  any  sugar  into  Utah  from  the  east.  There  is  an  intimation 
that  by  reason  of  this  combination  the  American  Sugar  Refining  Co. 
ceased  sending  sugar  into  Utah. 

Mr-  Madison.  Tasked  him  the  question.  I  inferred  that  if  there 
was  necessity  he  could  have  sent  it  in  from  the  east  to  the  west;  but 
I  wiU  be  glad  to  have  the  witness  answer  the  question  the  major  puts. 

'Mr.  Cutler.  Will  you  kindly  repeat  the  question  ? 

Mr.  Young.  The  question  was  as  to  the  extent  to  which  sugar  came 
into  Utah  from  the  east,  at  any  time  ? 

Mr.  Cutler.  At  any  time  before  or  after  his  association  ? 

Mr.  Young.  Yes. 

Mr.  Cutler.  I  do  not  remember  any  granulated  sugar  coming  from 
any  of  Mr.  Havemeyer's  refineries,  unless  it  should  be  Louisiana,  pre- 
vious to  his  association  with  us,  because  the  freight  would  be  against 
him — that  is,  the  granulated.  But  he  did,  and  does  now,  send  his 
cube  sugar  from  his  refinery,  which  is  supposed  to  be  the  best  in  the 
world.  What  do  you  call  it?  It  comes  in  cartons.  I  do  not  re- 
member. 

Mr.  Madison.  Yes. 

Mr.  Cutler.  And  other  sugars  come  from  the  coast,  naturally. 

Mr.  Madison.  The  Western  Sugar  Refining  Co.  out  there  was  one 
in  which  one-half  was  owned  by  him,  was  it  not — he  and  Spreckels 
owned  it  ? 
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Mr.  Cutler.  It  is  reputed  to  be. 

Mr.  Madison.  They  also,  together,  owned  one  of  the  largest  beet 
sugar  factories,  and  they  were  shipping  their  sugar  into  your  country, 
were  they  not  ?  .  . 

Mr.  Cutler.  I  do  not  know  whether  Havemeyer  was  interested  in 
the  beet-sugar  business  out  there  or  not.     I  never  heard. 

Mr.  Madison.  We  understand  that  is  true ;  but  that  is  a  matter,  of 
course,  that  I  will  not  follow  out  with  you.  Now,  then,  there  was  one 
fly  in  the  ointment,  in  a  sense.  It  was  interesting  to  have  you  say 
what  you  did  about  the  Amalgamated  Sugar  Co.  I  understand  you 
were  commanded  (I  gather  this  from  your  testimony)  by  the  head  of 
your  church,  by  reason  of  his  authority,  that  your  abihty  and  talents 
should  be  employed  for  the  purpose  of  assisting  the  Ogden  Sugar  Co.  ? 

Mr.  Cutler.  It  was  not  the  head  of  the  church  that  asked  me  to 
go  and  assist. 

Mr.  Madison.  Who  was  it  ? 

Mr.  Cutler.  It  was  George  Q.  Cannon,  a  former  Eepresentative  in 
Congress  from  Utah. 

Mr.  Madison.  In  other  words,  he  asked  you  and  directed  you,  I 
assume.  While  he  was  not  directly  the  head  of  the  church — and  as 
far  as  that  is  concerned,  he  was  very  far  from  it  at  all  times — I  assume 
that  whatever  authority  he  had  came,  as  a  matter  of  fact,  through  the 
church.  You  would  not  have  gone  up  there  into  that  section  of  the 
country,  a  business  man,  as  you  are,  for  the  purpose  of  assisting  to 
build  up  a  rival  and  competitor  unless  there  had  been  some  other 
influence  besides  a  mere  matter  of  business  inducement  to  you  ? 

Mr.  Cutler.  A  matter  that  I  am  interested  in  just  as  much  as  the 
heads  of  the  church,  whoever  they  may  be,  is  the  welfare  of  the 
people,  or  I  am  not  true  to  myself  or  to  them;  and  I  should  consider 
it  my  bounden  duty,  though  my  own  business  feelings  might  prompt 
me  to  say  I  did  not  like  it  as  a  business  man. 

Mr.  Madison.  I  understand.     You  are  very  frank  about  it. 

Mr.  Cutler.  When  you  weigh  the  welfare  of  the  community  on  the 
one  hand  and  my  business  experience  on  the  other,  I  think  under  those 
conditions  and  at  that  particular  time,  when  the  people  were  strug- 
gling, that  I  was  led  by  that  impulse  to  do  it.  In  other  words,  I  had 
to  be  a  Jekyll  and  Hyde.  That  is  just  about  the  idea.  I  turned 
myself  around. 

Mr.  Madison.  As  a  patriot,  you  went  ? 

Mr.  Cutler.  Yes,  sir. 

Mr.  Madison.  As  a  business  man  it  was  very  repugnant  ? 

Mr.  Cutler.  That  is  it.  And  as  it  proved  afterwards,  in  compe- 
tition  

Mr.  Madison.  Was  it  a  question  of  patriotism  or  loyalty  to  a  State 
or  to  a  religion  ? 

Mr.  Cutler.  With  me  it  was  patriotism  to  my  people. 

Mr.  Madison.  To  the  Mormon  people  ? 

Mr.  Cutler.  The  people  at  large,  whether  they  are  Mormons  or  not. 

Mr.  Madison.  That  is  interesting.     Whether  Mormon  or  Gentile  ? 

Mr.  Cutler.  Whether  Mormon  or  anybody  else — Jew  or  Gentile. 
With  me  we  are  all  brothers  together. 

Mr.  Madison.  That  is  fine.  Was  there  a  question  of  the  develop- 
ment of  the  Commonwealth  of  Utah  ? 

Mr.  Cutler.  And  incidentaUy  I  could  reap  a  benefit  in  seeing  the 
State  raised  to  where  it  ought  to  be. 
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Mr.  Madison.  Yes;  now,  what  pleasant  and  bland  inducement 
did  George  Q.  hold  out  to  you  ? 

Mr.  Cutler.  None  whatever. 

Mr.  Madison.  Did  he  command? 

Mr.  Cutler.  No,  sir. 

Mr.  Madison.  How  did  you  come  to  go  ? 

Mr.  Cutler.  I  do  not  take  commands  from  anybody. 

Mr.  Madison.  Fine. 

Mr.  Cutler.  I  am  not  a  soldier. 

Mr.  Madison.  All  right.     How  did  you  come  to  go  ? 

Mr.  Cutler.  I  went  because  I  was  requested  to  go  and  assist  them. 
That  was  all. 

Mr.  Madison.  The  question  did  not  come  up,  then,  as  a  matter  of 
the  church  or  anything  of  that  kind.  It  was  simply  a  request  on  the 
part  of  Cannon  that  you  should  go  up  there  in  the  north  part  of  Utah, 
and,  as  I  understand  it,  as  I  caught  it,  you  would  do  certain  mis- 
sionary work  ? 

Mr.  Cutler.  Yes,  sir. 
^    Mr.  Madison.  In  that  sense  you  went  in  your  capacity  as  a  member 
of  the  church  ? 

Mr.  Cutler.  I  went  and  took  a  blackboard 

Mr.  Madison.  A  what  ? 

Mr.  Cutler.  A  blackboard  in  a  schoolhouse,  showing  the  farmers 
how  to  raise  beets,  and  what  profits  there  would  be  in  them,  and  all 
that  sort  of  thing. 

Mr.  Madison.  Did  you  do  that  as  a  missionary  of  the  church  1 

Mr.  Cutler.  No,  sir;  as  an  individual. 

Mr.  Madison.  You  used  the  word  "missionary."  That  is  the 
reason  I  asked  the  question — at  least,  you  did  in  reply  to  Mr.  Garrett. 
Then,  as  a  matter  of  patriotism,  you  went  up  there  to  help  this 
institution  teach  these  people  up  there  in  the  north  part  of  Utah, 
and  they  finally  organized  a  corporation  and  have  now  several 
factories,  and  have  combined  them  under  the  name  of  the  Amal- 
gamated Sugar  Eefining  Co.,  or  something  of  that  kind — beet-sugar 
company.  Now,  they  are  not,  however,  in  any  active  competition 
with  you  ? 

Mr.  Cutler.  Well,  it  depends  on  how  you  look  at  it. 

Mr.  Madison.  I  mean  by  "active  competition"  that  there  is  real 
controversy. 

Mr.  Cutler.  Every  pound  of  sugar  that  they  can  sell  m  what  i  call 
my  territory,  where  I  am  operating,  lessens  the  amount  that  I  can 
sell.  Every  pound  that  anybody  else  can  sell  there  lessens  the 
amount  that  I  can  sell  and  makes  my  percentage  of  sugar  sold  m 
that  territory  less. 

■  Mr.  Madison.  Yes,  but  as  a  matter  of  fact  do  not  you  and  the 
Amalgamated  Co.,  both  of  them  Mormon  organizations,  furnish  to 
Utah  and  to  the  Mormon  population  of  Idaho  practically  the  entire 
consumption  of  granulated  sugar  during  the  time  when  the  beet 
sugar  is  going  on  the  market  ? 

Mr.  Cutler.  No,  sir;  not  one-half  of  it. 

Mr.  Madison.  Where  does  the  rest  come  from? 

Mr'  Cutler.  From  California. 

Mr  Madison.  Well,  now,  I  notice  this:  That  you  are  furnishing 
Utah  with  one-third  of  the  annual  consumption,  and  you  are  only 
putting  sugar  on  the  market  about  one-third  of  the  year. 
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Mr.  Cutler.  Pardon  me.  We  try  to  hold  that  sugar,  to  distribute 
it  equally,  so,  as  to  have  a  little  sugar  12  months  in  the  year  for  the 
local  distributors.  "    >     ■    >'        *  <■'    > 

Mr.  Madison.  Then  you  are  following  a  different  plan  from  what 
others  are  following  in  the  matter  of  marketing  their  sugars  ? 

Mr.  Cutler.  I  think  so. 

Mr.  Madison.  And  you  are  storing  it  in  that  country  1 

Mr.  Cutler.  Yes,  isir.  .  i      " 

Mr.  Madison.  And  holding  it  and  distributing  it  throughout  the 
year?  •      ,■..■'.•-.  •■     ■   ■■■ 

Mr.  Cutler.  Yes;  as  far  as  that  local  market  is  concerned. 

Mr.  Madison.  That,  is,  so  far  as  Utah  is.  concerned  and  so  far  as 
Idaho  is  concerned  ?  '        .     ■ 

Mr.  Cutler.  And  so  far  as  Wyoming  is  concerned — what  little  we 
get  into  there.  If  we  did  not,  we  could  not  keep  the  trade  of  the 
OTOcers  to  whom  we  sell.  Suppose  we  were  spasmodic  and  i  erratic. 
They  would  say:  "No;  I  do  not  have  to  deal  with  you.  1  will  deal 
with  someone  who  will  supply  me  when  I  need  it,  every  week  in  the 
year."  ■      ■  ■     i  •(< 

Mr.  Madison.  Possibly  you  are  able  to  teach  these  other  gentle- 
men in  the  beet-sugar  business  an  important  lesson  there.  Thfey 
have  testified  here  before  us  that  they  were  unable  to  hold  the  trade 
because  of  the  fact  that  they  could  only  furnish  sugar,  to  them  in 
certain,  periods  of  the  year.  Is  there  anything  in  your  climate  up 
there  that  gives  you  an  advantage  in  storing  your  sugar  ?      ,  ,».  •    .,| 

Mr.  Cutler.  No,  sir.  : ; ,  : 

Mr.  Madison.  In  other  words,  it  is  perfectly  feasible  to  store  sugar 
and  distribute  it  throughout  the  year  ?    .  '        .  ,,| 

Mr.  Cutler.  There  is  a  disadvantage 

Mr.  Madison.  I  sometimes  make  an  assertion  when  I  mean  it  to  be 
in  the  form  of  an  interrogation,;  and  I  meant  that  as  a  question,;  and 
not,  as  an  assertion  of  fact;-  .        ;  .,     ,  l  ■- ^ 

Mr.  Cutler.  There  is  a  disadvantage  in  storing  sugar  in  bags.  It 
has  to  be  crushed.  We  have  a  method  of  crushing  that  sugar  wh^ 
the  weather  gets  warm.  The  climate  being  dry  there,  the, sugar, 
as  soon  as  the  weather  gets  warm,  begins  to  get  a  little  hard^  and  we 
have  to  beat  it  up  in  some  way.  Sometimes  we  have  to  take  ihart 
sugar  out  of  the  bags  and  beat  it  up.  We  can  not  do  it  otherwise. 
It  gets  so  hard.  There  is  that  disadvantage.  But  the  material 
advantage  is  that  you  maintain  your  trade  by  having  warehouses  to 
take  care  of  the  supply  for  local  consumption  every  month  in  , the 
year,  as  nearly  as  you  can.     Of  course,  you  can  not  get  it  exactly.  , 

Mr.  Madison.  Now,  then,  passing  back  to  the  formation  of  the 
Utah-Idaho  Co. — well,  I  want  to  ask  you  this  question.  1  think  it 
has  been  brought  out,  but  mj^  colleague  suggests  it.  Havemeyer,  we 
are  informed,  obtained  also  an  interest  in  the  other  Mormon  company/ 
the  Amalgamated.  Did  jou  have  anything  to  do  with  assisting  him 
in  doin"  that  ? 

Mr.  Cutler.  No,  sir. 

Mr.  Madison.  Did  he  consult  with  you  about  it  ? 

Mr.  Cutler.  He  asked  me  to  bring  about  an  introduction  to  Mr. 
Eccles.  I  was  there  one  time  when  Mr.  Eccles  was  in  New  York,  and 
I  introduced  Mr.  Eccles  to  Mr.  Havemeyer;  but  it  was  not  until 
some  time  afterwards  that  that  amalgamation  or. that  purchase  was 
made. 


AMBBICAN    SUGAB   REFINING    CO.  831 

.  Mr  Madison.  Did  you  learn  that  the  amalgamation  and  the 
investment  of  the  American , Sugar  Refining  Co.  grew  out  of  that 
introduction  ? 

Mr.  Cutler.  I  do  not  know,  for  this  reason.  The  reason  I  say  I 
do  not  know,  Mr.  Hayemeyer  made  the  remark,  I  believe  the  next 
day ,  

Mr., Madison.  After  the  introduction? 

Mr.  Cutler.  After  the  introduction— that  he  could  not  deal  with 
that  man.     That  is  all  I  know  about  it. 

Mr.  Madison.  But  they  later  did  renew  their  negotiation? 

Mr.  Cutler.  They  later  did  renew  it. 

Mr.  Madison.  Was  Cannon  still  interested  at  that  time « 

Mr.  Cutler.  Who  ? 

Mr.  Madison.  Cannon — George  Q.  Cannon. 

Mr.  Cutler.  I  am  trying  to  think  whether  he  was  dead  or  not  at 
that  time. 

Mr.  Madison.  Was  it  the  old  gentlemen  ? 

Mr.  Cutler.  The  old  gentleman. 

Mr.  Madison.  The  young  man's  name  is  Frank,  is  it  not  ? 

Mr.  Cutler.  Frank.  I  am  not  quite  sure.  I  think  he' died  soon 
afterwards. 

Mr.  Madison.  Did  he  have  a  financial  interest  in  that  ? 

Mr.  Cutler.  I  think  not.     I  do  not  know  that  he  had. 

Mr.  Madison.  He  was  one  of  the  hierarchy  of  .the  church,  was 
he  not  ?  ,  .  ,    , 

Mr.  Cutler.  He  was  a  counselor,  at  that  time,  to  the  president 
of  the  church.  ,  i  ,  ;  -    . 

Mr.  Madison.  Who  was  Mr.  Woodruff  at  that  time  ? 

Mr.  Cutler.  At  that  time,  Mr.  Woodruff. 

Mr.  Madison.  And  he  was  a  counselor  at  the  time  he  requested 
you  to  go  out  into  the  north  part  of  the  State  and  assist  these  people 
in  the  development  of  the  sugar  business  I.  ■    ■  ,       ,      . 

Mr.  Cutler.. Now,  that  would  take  me  quite  a  little — I  do  not 
know  that  I  could  search  my  memory.     I  do  not  know  whether  it 
was  so  or  not. 
-  Mr.  Madison.  Mr.  Young  says  he  was. 

Mr.  Young.  I  tliink  he  was. 

Mr.  Cutler.  I  am  impressed  with  the  idea  that  he  was. 

Mr.  Madison.  Now,  getting  back  again  to  the  organization  of  the 
Utah  Co.,  I  noticed  that  you  read  from  a  document  which  you  after- 
wards passed  to  me,  the  reasons  why  (and  they  were  the  reasons  that 
y;ou  promulgated  to  your  organization)  there  should  be  a  consolida- 
tion of  the  three  companies  into  one.  Did  you  read  all  of  the  reasons 
that  you  read  to  your  board  at  that  time  ? 

Mr.  Cutler.  I  think  not.  I  mentioned  also  other  reasons.  I 
think  I  used  those  words — that  I  stated  that  there  were  also  other 
reasons. 

Mr.  Madison.  But  there  were  also  other  reasons  right  there  on  that 
printed  page  that  you  did  not  read,  were  there  not  ? 

Mr.  Cutler.  I  tliink  so;  very  likely. 

Mr.  Madison.  I  wish  you  would  read  reason  fifth,  as  a  reason  why 
there  should  be  an  organization,  which  you  did  not  read  to  the 
committee. 

Mr.  Cutler  (reading).  Reason  fifth:  Better  control. 
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Mr.  Madison.  Yes.  That  was  one  of  the  reasons,  that  it  would 
give  better  control. 

Mr.  Cutler.  Yes,  sir. 

Mr.  Madison.  If  you  were  organized  in  three  rather  than  in  one? 

Mr.  Cutler.  If  we  were  organized  in  one  rather  than  in  three. 

Mr.  Madison.  Certainly.  That  was  simply  a  slip  of  the  tongue  on 
my  part — if  you  were  organized  in  one  ratner  than  in  three. 

Mr.  Cutler.  Yes,  sir. 

Mr.  Madison.  It  would  give  better  control  over  the  industry  ? 

Mr.  Cutler.  It  would  give  better  control  technically. 

Mr.  Madison.  Better  control.  In  other  words,  the  combination 
would  be  more  effective  and  more  efficient,  so  far  as  the  question  of 
control  over  the  industry  in  that  section  of  the  country  was  con- 
cerned than  they  would  be  as  three  different,  separate  and  distinct 
corporations  ? 

Mr.  Cutler.  Better  control  for  the  manager,  technically,  prin- 
cipally.    That  requires  a  little  elaboration. 

Mr.  Madison.  Give  it. 

Mr.  Cutler.  I  find  that  where,  for  instance,  there  are  a  number 
of  companies — this  has  been  our  experience — and  you  have  a  great 
many  superintendents  that  are  not  in  immediate  connection  with 
the  general  manager,  and  where  you  do  not  make  your  purchases,  we 
will  say,  from  one  central  point,  that  you  are  apt  to  get  a  great  many 
pieces  of  machinery  that  you  have  to  keep  in  duplicate.  That  is  one 
reason,  and  a  very  important  one,  too.  It  is  highly  important  that 
you  should  have  the  duphcate  pieces.  I  will  go  no  further  than  a 
beet  wheel,  or  a  beet  cutter,  I  should  say.  We  have  been  going 
through  an  evolution  in  beet  cutters.  We  have  been  trying  to  get 
beet  cutters  that  would  fit  one  particular  pattern.  We  require  so 
many  pieces  of  machinery,  being  remote,  that  we  have  to  carry  a 

great  many  articles  of  that  sort;  what  we  call  spare  articles.  If  we 
ave  one  control,  we  can  keep  in  stock  probably  one  of  those  cutters 
that  might  be  shipped  to  any  of  those  factories,  but  if  you  are  buying 
for  three  or  four,  you  have  got  to  ship  them  direct.  You  can  not 
keep  thern  separately  very  well,  and  it  makes  better  control,  tech- 
nically, principally. 

Mr.  Madison.  Better  control,  boiling  it  right  down,  over  the  busi- 
ness? 

Mr.  Cutler.  Better  control  over  the  business  ? 

Mr.  Madison.  Better  control  over  the  business,  better  control  and 
a  more  efficient  machine  for  the  purpose  of  accomplishing  the  ob- 
jects, whatever  they  were  ?    That  was  the  idea,  was  it  not  ? 

Mr.  Cutler.  From  the  standpoint  of  a  general  manager,  I  would 
say  yes. 

Mr.  Madison.  Now,  there  was  another  reason  there  on  the  printed 
page  which  you  did  not  read,  which  is  reason  sixth.  Will  you  read 
that  ?  -^ 

Mr.  Cutler  (reading).  Reason  six:  Absence  of  criticism  in  selling 
sugars  in  the  favored  territories. 

Mr.  Madison.  I  would  just  like  to  know  what  that  meant.  "Ab- 
sence of  criticism."  These  were  reasons  that  you  were  giving  to  your 
company.     Pardon  me.     Will  you  pass  that  to  me,  please  ? 

Mr.  Cutler.  Yes,  sir  [handing  a  paper  to  Mr.  Madison]. 
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Mr.  Madison.  You  were  giving  to  these  three  companies  reasons 
why  they  should  combine  in  one,  and  you  read  to  us,  "First,  greater 
economy;  second,  the  stock  will  have  greater  stability;  third,  we 
should  be  entitled  to  a  lower  rate  of  interest  on  money  borrowed 
to  carry  sugar;  fourth,  in  case  of  partial  failure  in  any  locality,  the 
general  result  would  be  more  permanent;  seventh,  one  board  of  di- 
rectors instead  of  three." 

Now,  you  said  you  had  there  the  printed  reasons  that  you  had 
urged,  but  you  omitted  to  read:  Fifth,  better  control,  and  sixth, 
absence  of  criticism  in  selling  sugars  in  favored  territories. 

Mr.  Cutler.  Yes. 

Mr.  Madison.  Now,  I  wish  you  would  kindly  explain  what  you 
meant  by  "absence  of  criticism."  What  criticism  did  you  mean,  and 
what  territories  were  the  favored  territories,  and  why  the  favored 
territories  ? 

Mi.  Cutler.  In  dealing  with  1,500  stockholders  there  is  always 
criticism.  Are  you  doing  the  right  thing  by  me  ?  One  manager  for 
three  factories?  Are  you  selling  my  proportion  of  sugars  in  what 
would  be  called  the  market  that  we  get  the  best  prices  from  ?  That 
criticism  was  very  severe  at  one  time,  and  that  was  what  I  had  in 
mind  at  the  time  that  I  presented  that  idea. 

Mr.  Madison.  Will  you  please  give  me  that  again,  so  that  I  may 
clearly  comprehend  it  ? 

Mr.  Cutler.  I  said  that  1,500  stockholders  were  always  criticizing, 
and  some  of  their  criticisms  were  very  severe  in  regard  to  many 
things.  Is  the  general  manager  of  these  three  companies  doing  jus- 
tice to  one  factory  as  much  as  another?  I  have  got  stock  there  as 
one  stockholder  in  that  particular  factory.  Am  I  getting  my  proper 
share  of  the  business,  or  is  the  manager  discriminating  against  me, 
and  making  dividends  for  that  factory  and  neglecting  me? 

Mr.  Madison.  Then  the  absence  of  criticism  in  selhng  sugars,  you 
say,  in  the  favored  territories  ? 

Mr.  Cutler.  Yes,  sir. 

Mr.  Madison.  What  were  the  favored  territories  ? 

Mr.  Cutler.  At  home. 

Mr.  Madison.  There  in  Utah  ? 

Mr.  Cutler.  Yes,  sir. 

Mr.  Madison.  Now,  I  can  not  exactly  understand  the  expression 
you  used — absence  of  criticism  in  selling  sugars  in  the  favored  terri- 
tories. There  might  be  a  critcism  for  not  selling  sugars  in  the  favored 
territories,  but  you  have  it:  "The  absence  of  criticism  in  selling 
sugars  in  favored  territories." 

Mr.  Cutler.  The  absence  of  criticism. 

Mr.  Madison.  Now,  then,  a  combination  is  formed,  of  course,  for 
the  purpose  of  introducing  greater  economy,  and  also,  usually,  the 
elimination  of  competition,  and  to  make  the  machine  more  effective 
and  efficient  for  the  purpose  for  which  it  was  created,  and  generally, 
also,  for  the  purpose  of  obtaining  a  better  price  for  the  product, 
increasing  the  price  to  the  consumer,  possibly,  and  making  a  better 
profit  for  the  new  organization,  the  combination.  Was  that  matter 
in  any  wise  involved  ? 

Mr.  Cutler.  I  scarcely  know  how  to  answer  that.  The  amalga- 
mation of  those  factories  did,  to  a  certain  extent,  ehminate  a  possible 
criticism,  because  I  could  say  this  fairly:  "Our  broker  handles  our 
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sugar  for  the  company.     You  are  getting,  I  take  it,  your  share,  the 
same  as  any  other  stockholder."     I  could  not  say  that  before. 

Mr.  Madison.  In  other  words,  that  the  economies  would  bring 
about  a  better  or  larger  profit  than  what  there  had  been  before  ? 

Mr.  Cutler.  Certainly. 

Mr.  Madison.  That  was  your  idea  ? 

Mr.  Cutler.  That  was  one  idea. 
■  Mr.  ^Iadison.  Being  so  largely  and  so  efficiently  in  control,  then, 
while  there  was  not  any  real  competition  between  you  befpre>  yet 
you  were  bringing  together  a  more  efficient  machine.  Now,  what 
about  the  matter  of  increasing  prices  to  the  consumer  in  the  favored 
territories — the  territory  at  home  1 

Mr.  Cutler.  We  could  not  do  that. 

Mr.  Madison.  You  could  not  ? 

Mr.  Cutler.  No,  sir. 

Mr.  Madison.  You  did  not  do  that  ?  .  ' 

Mr.  Cutler.  We  do  not  determine  the  price  of  sugar  in  Utah. 
We  can  not  do  it. 

Mr.  Madison.  What  fixes  it?  ■> 

Mr.  Cutler.  The  price  of  sugar  on  the  Pacific  coast,  plus  the 
freight  and  less  20  cents  differential  against  beet  sugar. 

Mr.  Madison.  Now,  then,  some  portions  of  Utab,  in  places  where 
you  ship'  your  stuff,  and  some  places  in  Idaho  and  Wyoming,  as  a 
matter  of  fact,  are  peculiarly  your  territory.  Is  not  that  true — as 
indicated  here  by  the  expression  "favored  territories"? 

Mr.  Cutler.  Wherever  we  can  get  it.  ' 

Mr.  Madison.  Some  part  of  it  is  not  very  well  penetrated  by 
railroads,  and  you  send  your  sugar  in  there,  do  you  not? 

Mr.  Cutler.  Yes;  in  some  parts;  yes.  '  ... 

Mr.  Madison.  And  in  such  a  situation,  as  a  matter  of  fact,  largely 
you  dictate  the  price  ? 

Mr.  Cutler.  We  can  not  dictate  the  price.  Everything  is  based 
upon  the  list  price,  the  prices  made  on  the  Pacific  coast,  plus  the  freight 
less  the  differential,  wherever  we  go.     We  can  not  help  that 

Mr.  Madison.  I  think  that  is  ^1 1  care  to  ask,  Mr.  Chairman. 

The  Chairman.  I  will  take  up  the  examination  right  where  he  left 
off,  Mr.  Cutler. 

While  that  is  true,  yet,  in  the  Utah  sugar  market,  if  there  were 
competition,  fierce  competition  amoug  the  people  in  Utah  who  make 
sugar,  they  might  sell  it  cheaper  to  the  consumer  in  Utah^might  sell 
it  at  a  lower  figure  to  the  consumer  in  Utah  than  the  California  price, 
plus  the  freight,  minus  the  differential;  is  not  that  correct? 

Mr.  Cutler.  They  could  give  it  away  if  they  chose; 

The  Chairman.  I  understand  that,  but  the  competition  would 
probably  force  it  lower  than  that,  wouldn't  it  ? 

Mr.  Cutler.  It  might  force  us  even  to  give  it  away. 

The  Chairman.  One  of  the  objects  of  combination  is  to  keep  that 
from  being  done,  isn't  it  ? 

Mr.  Cutler.  I  would  say  yes.  .  . 

The  Chairman. 9ln  other  words,  the  people  Who  are  located  right 
at  a  sugar  factory  door  ought  not  to  have  the  price  put  up  on  them  as 
high  as  it  is  at  San  Francisco? 

Mr.  Cutler.  It  is  not.  .  .:  , 

The  Chairman.  Except  the  differential,  which  is  for  difference  in 
quality,  or  supposed  to  be  ? 
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■ 

Mr.  Cutler.  That  needs  an  explanation  again. 

The  Chairmax.  All  right. 

Mr.  Cutler.  Since  we  have  been  in  the  sugar  business  the  rates 
made  on  the  Pacific  coast,  the  list  I  told  you  about— for  instance,  there 
is  a  rate  made  for  sugar  in  Utah  and  a  rate  made  for  sugar  in  Idaho 
and  a  rate  made  for  sugar  in  Wyoming.  You  may  depend  that  we 
have  to  follow  the  lowest  rate. 

The  Chairman.  The  lowest  railroad  rate  ? 

Mr.  Cutler.  No;  the  lowest  rate  made. 

The  Chairman.  For  sugar  ? 

Mr.  Cutler.  Or,  in  other  words,  we  contend  that  since  the  Utah 
Sugai-  Co.  has  been  in  business  we  have  saved -to^  the  people  of  Utah 
25  cents  a  hundred  more  than  they  would  be  paying  to-day  and  would 
have  paid  probably  for  the  last  20  years. 

The  Chairman.  Now,  why  and  how  ? 

Mr.  Cutler.  Because  that  rate  was  made — ^ 

The  Chairman  (interrupting).  Who  makes  that  rate? 

Mr.  Cutler.  That  I  can  not  tell  you.  It  is  made  on  the  Pacific 
coast. 

The  Chairman.  You  mean  a  regular  sugar  schedule  of  rates  ? 

Mr.  Cutler.  Yes.  -'■■'. ^        ■         ■     < 

The  Chairman.  And  do  you  have  that  fixed  for  alt  the  territory  of 
the  United  States  ?     They  fix  it  on  the  Pacific  coast  out  there  ? 

Mr.  Cutler.'  There  is  a  regular  schedule  list  sent  out. 

The  Chairman.  Have  you  got  one  of  those  lists  here  ? 

Mr.  Cutler.  I  have  not  got  one. 

The  Chairman.  They  say  up  there  how  much  the  people  in  Utah 
shall  pay  ?  < 

Mr.  Cutler.  They  simply  make  the  rates  on  sugar.         ■ 
■■   The  Chairman.  That  is,   the  price,   you  mean?     What  do  you 
mean  by  "rate?" 

Mr.  Cutler.  The  price. 

The  Chairman.  In  other  words,  they  make  prices  out  there  for 
sugar  ? 

Mr.  Cutler.  I  call  them  rates;  it  is  the  price  of  sugar. 

The  Chairman.  They  say  to  you,  "Sugar  in  Cahfornia  shall  bring 
so  much,  sugar  in  Utah  shall  bring  so  much,  sugar  in  Idaho  shall 
bring  so  much,  sugar  in  Nebraska  shall  bring  so  much,"  and  so  on? 
Is  that  what  I  am  to  understand  ? 

Mr.  Cutler.  I  do  not  think  they  can  fix  the  prices — I  am  speak- 
ing of  the  intermountain  States. 

The  Chairman.  They  fix  prices  for  the  intermountain  States  ? 

Mr.  Cutler.  I  think  they  have  to  fix  a  price  at  which  their  brokers 
can  be  governed,  when  doing  so. 

The  Chairman.  Whom  do  you  mean  by  "they"  ? 

Mr.  Cutler.  The  refiners  and  producers  of  sugar  on  the  Pacific 
coast. 

The  Chairman.  Have  they  an  organization  ? 

Mr.  Cutler.  I  do  not  know. 

The  Chairman.  Who- fixes  up  these  rates  ? 

Mr.  Cutler.  That  I  do  not  know. 

The  Chairman.  Who  sends  them  to  you  ? 

Mr.  Cutler.  We  get  them  from  two  companies. 

The  Chairman.  What  two  companies  are  they  ? 
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Mr.  Cutler.  The  Western  Sugar  Eefining  Co.  and  the  California, 
&  Hawaiian. 

The  Chairman.  You  say  you  think  the  Utah  company  has  paid 
the  people  of  Utah  25  per  cent  ? 

Mr.  Cutler.  Twenty-five  per  cent. 

The  Chairman.  On  sugar  ? 

Mr.  Cutler.  At  times. 

The  Chairman.  By  inducing  these  people  to  put  your  rates  down  ? 

Mr.  Cutler.  No,  sir. 

The  Chairman.  How  ? 

Mr.  Cutler.  Because  they  had  to  meet  the  competition  in  Utah, 
our  competition. 

The  Chairman.  What  about  these  rates  ?  Do  you  follow  these 
rates  ? 

Mr.  Cutler.  We  follow  these  rates. 

The  Chairman.  Why  do  you  do  that  ? 

Mr.  Cutler.  It  is  the  only  thing  we  have  to  follow. 

The  CHAiRMAjf .  Why  do  you  have  to  follow  them  ? 

Mr.  Cutler.  We  have  to  follow  something.  We  can  not  make 
rates  ourselves. 

The  Chairman.  But  you  get  as  much  as  you  can  for  your  sugar  ? 

Mr.  Cutler.  We  certainly  do. 

The  Chairman.  And  if  you  sell  it  a  little  cheaper,  you  might  sell 
more  and  produce  more  ? 

Mr.  Cutler.  No  ;  I  think  whatever  price  we  attempted  to  establish 
on  them,  they  would  follow  us. 

The  Chairman.  In  other  words — let  us  be  frank  with  each  other 
about  this ;  this  rate  business  you  refer  to — in  other  words,  this  price 
list  for  the  various  States  in  the  intermountain  territory  is  fixed  by 
the  sugar  people,  and  everybody  follows  it  to  avoid  a  sugar  war  ? 

Mr.  Cutler.  It  is  fixed  and  determined  by  the  price  of  raw  sugar 
they  have  to  pay. 

The  Chairman.  I  do  not  care  how  it  is  determined.  I  want  to 
know  by  whom  it  is  determined. 

Mr.  Cutler.  That  is  about  the  only  answer  I  can  give,  because  it 
is  the  only  one  I  know. 

The  Chairman.  Who  sends  you  these  rate  sheets  ? 

Mr.  Cutler.  They  are  sent  from  different  refineries. 

The  Chairman.  Do  you  send  one  ? 

Mr.  Cutler.  No,  sir. 

The  Chairman.  Tell  me  what  refineries  send  them  to  you. 

Mr.  Cutler.  I  think  I  told  you. 

The  Chairman.  You  mentioned  one — the  Great  Western. 

Mr.  Cutler.  The  Western. 

The  Chairman.  The  Great  Western,  wasn't  it? 

Mr.  Cutler.  No;  the  Western  Sugar  Eefining  Co. 

The  Chairman.  Give  me  another  one  there. 

Mr.  Cutler.  As  the  prices  they  obtain  are  based  upon  the  price 
of  raw  sugar 

The  Chairman  (interrupting).  I  did  not  ask  what  they  were  based 
on.  I  am  trying  to  find  out  who  sends  out  these  things,  these  Hsts. 
You  know  what  people  send  out  those  lists,  do  you  not  ? 

Mr.  Cutler.  The  California  &  Hawaiian  Sugar  Co. 

The  Chairman.  The  Cahfornia  &  Hawaiian  Sugar  Co.  ? 
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Mr.  CuTLEK.  Yes. 

The  Chairman.  Do  you  know  any  other  people  in  your  territory 
that  sehd  out  this  list  * 

Mr.  Cutler.  No,  sir. 

The  CHAiRiiAiJ.  Does  y'our  concern  follow  th^se  lists  ? 

Mr.  CuTLEii.  Yes. 

Thte  Chairman.  Do  the  Ggden  people  follbw  them  or  the  Amalga- 
mated ?' 

Mr.  Cutler.  I  take  it  that  they  do. 

The  Chairman.  Do  all  the  people  yoU'  kiiow  of  that  operate  ihyour 
territory  follow  them  ? 

Mr.  Cutler.  With  one  exception. 

The  Chairman.  What  is  that  exception  ? 

Mr.  Cutler.  I  am  told  by  the  Ogden  people  that  in  selhhg  sugar 
in  tlie  vicinity  of  Ogden  piahtS  t&ei'fe  is  SOine  soft  of  a  coiicession 
made  to  their  jobbers  because  6t  their  close  proximity  t6  their' 
factories. 

The  Chairman.  Do  you  know  what  sort  of  a  concession  that  is? 

Mr.  Cutler.  In  the  freight. 

The  CBfAilR^lNfAN.  You  do  it,  thto,  sometimes? 

Mr.  Cutler.  Once  in  a  great  while  we  have  to  let  them  hatiiit  by 
wagon  instead  of  by  raili-bad.  For  instance,  tli6  rate  from  Salt  Lake 
City  on  our  sugarsj  a  distance  of  30  miles,  taken  hj  railroad,  from 
Lehi'  to  Salt  Lake  City,  is  fe.SO  a  ton.  If  that  sugar  is'  deli-s>-ered  to 
Provo,  a  distance  of  17  miles,.tlVe  rate  is  the  same.  Soinetimes  V-otf 
will  permit  them  to  haul  a  caWoad'of  sugar  By  Wagon',  which  costs  Itess 
money  than  12^  cents  a  hundred. 

The  Chairman.  And  you  allow^  theiii  the  difference  in  that  case? 

Mr.  Cutler.  Yes. 

Mr.  Madison.  The  facts  of  the  mattei*  are  th'at  you  beet-Su^ar  peo- 
ple all  over  the  country  do  just  as  you  ans\\^ered  Mr.  Gr'arrett  this 
morning — that  is,  in  the  very  towns  in  which  j>^6ur  factoi-ies  are 
located,  you  charge  the  sattie  prixie  that  you  charge  for  sugar  2'0O  or 
300  or  500'  miles  awa'y  ? 

Mr.  Cutler.  tVe  follow  the  prices,  whatever  they  may  be,  and  the 
sugar  as  sold,  I  will  say,  at  our  factories  iW  A  little  higher  than  that 
we  send  away. 

The  Chairman.  It  is  a  difference  in  freight  rate? 

M'r.  Cutler.  Yes;  it  is'  a  difference  in  ff^ight  rate. 

Mr.  Madison.  In  other  words,  you  appropriate  the  freight  rate  to 
yourself,  although  as  a  matter  of  fact  thfe  sugar  does  not  travel  a 

mile? 

Mr.  CutLER.  C^rtaihly. 

'i'he  CHAiRWtAN.  Free  and  open  and  natural  con\])etition'  olight  t6 
give  the  people  cheaper  sugar  if  it  is  produced  right  at  his  do6f — right 
at  the  door  of  the  jobber — when  ydu  consiLler  that  sugar  pays  no 
freight  rat6;  is  not  that  correct  ? 

Mr.  CULTiiR.  I  do  not  catch  yout  question. 

The  Chairman.  I  say,  if  thei-e  were  free  and  open  and  natural 
competition  among  the  people  who  manufacture  or  refine  suga¥,  or 
both  then  the  man  at  whOSe  very  d'Obf  Su^a'r  is  rAanufa'cttired-,  atid  to 
whom  sugar  does  not  hav6  to  be  hauled  A  mile,  btight  to  get  it  witlibut 
paying  that  freight  rate,  ought  he  not  ? 
99220— No.  10—11 5 
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Mr.  Cutler.  I  am  not  able  to  answer  that  question.  I  do  not 
know  what  the  consequences  would  be  if  there  was  what  you  might 
eall  extraordinary  competition — extraordinary  and  excessive  com- 
petition. 

The  Chairman.  So  you  are  not  willing  to  face  those  consequences  ? 

Mr.  Cutler.  I  do  not  know  what  the  result  would  be. 

The  Chairman.  Let  me  see,  now.  You  can  sell  sugar  at  Lehi, 
right  at  the  door  of  yoar  factory,  cheaper  than  you  can  at  St.  Louis 
or  Kansas  (^ity,  can  you  not  ? 

,  Mr.  Cutler.  I  would  answer  that  question  by  saying  that  without 
the  higher  prices  in  the  interior  it  would  be  impossible,  from  my 
standpoint,  to  make  money  at  the  business. 

The  Chairman.  And  yet  you  do  not  supply  one-third  of  the  con- 
sumption of  Utah? 

Mr.  Cutler.  No,  sir ;  it  is  that  one-third  that  helps  us  and  assists  us. 

The  Chairman.  That  may  help  out;  but  your  whole  product  could 
go  there,  could  it  not? 

Mr.  Cutler.  We  can  not  sell  it  there. 

The  Chairman.  Why  not? 

Mr.  Cutler.  There  would  not  be  the  consumption  of  sugar  in  that 
territory. 

The  Chairman.  Utah  and  Idaho  and  Wyoming  alone  would  con- 
sume to  product  of  all  your  plants,  would  they  not  ? 

Mr.  Cutler.  We  can  not  meet  the  freight  rates  in  Wyoming.  It 
is  only  occasionally  we  get  over  there. 

The  Chairman.  You  can  in  Utah  and  Idaho  ?  Your  factories  are 
in  Utah « 

Mr.  Cutler.  Some  of  them  are  in  Utah,  yes. 

The  Chairman.  You  have  four  in  Idaho,"have  you  not  ? 

Mr.  Cutler.  Four  in  Idaho. 

The  Chairman.  And  two  of  the  biggest  in  Utah  ? 

Mr.  Cutler.  Yes. 

The  Chairman.  I  want  to  know  if  this  is  true,  that  in  Utah  and  in 
Idaho  you  make  the  consumer  pay  the  San  Francisco  price,  plus  the 
freight  rate,  before  you  will  sell  him  your  sugar  at  all  ? 

Mr.  Cutler.  Less  20  cents. 

The  Chairman.  Less  20  cents  ? 

Mr.  Cutler.  Yes,  sir. 

The  Chairman.  And  there  is  no  competition  at  all  on  that  point  ? 
You  all  do  that  ? 

Mr.  Cutler.  Everybody  has  to  do  it. 

The  Chairman.  That  is  a  matter  of  opinion.  I  do  not  know 
whether  they  have  to  do  it  or  not.  If  there  was  any  real  competition, 
I  do  not  think  they  would  have  to  do  it.  I  understand  you  to  say 
you  follow  these  lists  ? 

Mr.  Cutler.  I  follow  your  idea,  Mr.  Chairman. 

The  Chairman.  In  other  words,  you  are  not  obliged  to  take  that 
freight  rate  from  the  local  consumer.  There  is  no  law  that  requires 
st,  is  there  ? 

Mr.  Cutler.  No  law. 

The  Chairman.  It  is  only  a  matter  of  self-interest  that  requires  it 

Mr.  Cutler.  Self-interest  requires  it  for  us. 

The  Chairman.  That  is  what  I  say. 

Mr.  Cutler.  Yes. 
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The  Chairman.  If  competition  were  operating  freely,  for  instance, 
among  all  these  six  plants  you  have  combined  into  one  concern,  the 
tendency  would  be  to  give  up  some  of  that  freight  rate  in  order  to  get 
busines'3. 

Mr.  Cutler.  I  do  not  want  to  be  general  manager  under  such 
conditions. 

The  Chairman.  No  ;  from  the  standpoint  of  the  producer,  you 
would  not  like  it;  but  you  spoke  of  the  patriotism  you  had  for  the 
people.  Does  not  that  appeal  to  you  from  the  standpoint  of  the 
people  who  consume  sugar  1 

Mr.  Cutler.  From  the  standpoint  of  the  people  who  consume 
sugar,  I  claim  we  have  saved  them  hundreds  of  thousands  of  dollars. 

The  Chairman.  By  getting  some  arbitrary  concession  by  which 
they  do  not  have  a  lower  rate  ? 

Mr.  Cutler.  They  have  done  that. 

The  Chairman.  At  your  solicitation  ? 

Mr.  Cutler.  No,  sir. 

The  Chairman.  Because  you  might  make  the  prices  cheaper  ? 

Mr.  Cutler.  Because  they  expected  to  have  to  meet  some  com- 
petition in  Utah. 

The  Chairman.  Couldn't  you  force  it  down  still  more  then? 

Mr.  Cutler.  I  do  not  know. 

The  Chairman.  Have  you  tri'ed  ? 

Mr.  Cutler.  I  do  not  want  to. 

The  Chairman.  You  do  not  want  to  ? 

Mr.  Cutler.  No,  sir. 

The  Chairman.  Why  did  you  force  it  down  at  all  ? 

Mr.  Cutler.  It  was  not  "done  by  us  intentionally. 

The  Chairman.  In  other  words,  you  did  not  do  that;  but  they 
thought  you  were  going  to  do  it;  is  that  the  idea? 

Mr.  Cutler.  Possibly  so. 

The  Chairman.  I  wanted  to  see  if  I  was  right  about  that;  I  want 
to  catch  your  statements  as  you  go  along. 

Mr.  Cutler.  Of  course,  I  do  not  know  what  their 

The  Chairman  (interrupting).  You  said  you  saved  them  25  cents 
by  that  ? 

Mr.  Cutler.  I  claim  we  have  saved  the  people  of  Utah  money. 

The  Chairman.  I  know  that,  but  I  am  not  speaking  of  generaUza- 
tions  or  matters  of  that  sort.  I  want  to  see  where  it  comes  in.  How 
did  you  save  them  money  ? 

Mr.  Cutler.  Because  sugar  that  would  have  cost  them  in  20  years, 
during  which  we  have  been  in  business,  a  higher  price,  we  have  saved 
them  money  on  by  being  in  the  field. 

The  Chairman.  But  you  have  taken  all  the  money  that  was  saved 
and  put  it  in  your  own  pockets,  haven't  you  ? 

Mr.  Cutler.  No,  sir. 

The  Chairman.  Let  us  see  if  you  have  not.  You  make  them  pay 
the  freight  rate  from  San  Francisco,  do  you  not  ? 

Mr.  Cutler.  Yes,  sir. 

The  Chairman.  And  if  you  were  not  in  existence  to-day,  sugar 
would  not  cost  them  1  cent  a  pound  more  than  it  does,  would  it  ? 

Mr.  Cutler.  That  is  problematical,  to  my  mind. 

The  Chairman.  It  looks  to  me  like  it  is  a  mathematical  demon- 
stration straight  through. 
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Mr.  Cutler.  It  is  problematical,  to  my  mind. 

'the  Chairman.  You  charge  them  at  your  factory  there  the  San 
Francisco  price,  plus  the  freight  from  San  Francisco  to  Lehi,  do  you 
not? 

Mr.  Cutler.  Yes. 

The  Chairman.  What  have  they  saved  by  buying  it  from  a  local 
man  rather  than  a  San  Francisco  man  ? 

Mr.  Cutler.  Supposing  we  were  not  there  on  the  ground  selling 
sugar,  to  my  mind  there  is  a  possibility  sugars  would  be  sold  higher 
there  from  the  Pacific  coast. 

The  Chairman.  You  mean  the  freight  rate  might  be  higher? 

Mr.  Clttler.  No,  sir. 

The  Chairman.  You  mean  the  San  Francisco  price  would  be 
higher? 

Mr.  Cutler.  Yes,  sir;  it  might  possibly  be  higher. 

The  Chairman.  That  is  a  bare  possibility,  but  a  remote  one,  is 
it  not  ?  , 

Mr.  Cutler.  That  is  the  fact,  to  my  mind. 

The  Chairman.  That  is  only  a  possibility,  is  it  not? 

Mr.  Cutler.  It  is  a  possibility. 

The  Chairman.  But  the  probability  is  otherwise  ? 

Mr.  Cutler.  I  take  simply  past  experience ;  that  is  aU. 

The  Chairman.  Sugar  has  gone  down  all  over  the  world,  has  it  not  ? 

Mr.  Cutler.  Sugar  is  down  all  over  the  world,  and  gradually  getting 
lower  every  year. 

The  Chairman.  It  is  made  in  Hamburg  for  export  to  this  country 
cheaper  than  you  can  get  the  beets  in  this  country  alone,  is  it  not  ? 

Mr.  Cutler.  So  I  understand. 

The  Chairman.  So  if  sugar  has  gone  down  in  this  country  since 
these  trusts  and  combinations  have  been  operating,  it  has  not  gone 
down  one  moiety  of  what  it  has  in  other  countries,  nas  it  ? 

Mr.  Cutler.  I  think  the  world's  supply  as  a  whole  has  gone  down 
in  price,  but  I  think  the  price  in  the  United  States  has  been  reduced 
more  in  proportion  than  it  has  in  the  other  countries. 

'The  Chairman.  Has  the  price  in  the  tJnited  States  fallen  in  pro- 
portion to  the  fall  in  the  world's  export  price,  measured  by  the  Ham- 
burg price  ? 

Mr.  Cutler.  That  I  would  not  know  anything  about;  I  do  not 
know  that. 

The  Chairman.  You  do  not  know  that  ? 

Mr.  Cutler.  N'o  ;  it  is  a  matter  of  statistics ;  I  would  not  know. 

The  Chairman.  So  all  you  people  in  Idaho  and  Utah  take  this 
freight  rate  from  San  Francisco  and  add  it  to  your  price  ? 

Mr.  Cutler.  Yes,  sir. 

The  Chairman.  Less  20  per  cent  differential  on  account  of  the 
difference  between  beet  sugar  and  cane  sugar  ? 

Mr.  CxjTLER.  Yes. 

The  Chairman.  And  you  have  taken  all  that  freight  rate  from  the 
local  consumer,  and  if  you  were  to  shut  up  every  one  of  your  factories 
to-morrow,  every  one  of  them,  there  would  not  be  any  difference  in 
price  to  the  people  right  at  your  factory  door  in  the  sugar  that  they 
consumed,  unless  it  had  some  sort  of  an  indirect  effect  on  the  San 
Francisco  price ;  is  that  correct  ? 

Mr.  Cutler.  I  figure  that  is  correct. 
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The  Chairman.  And  you  follow  this  Hst  sent  out  by  the  Western 
Sugar  Co.  and  the  Hawaiian  Cane  Sugar  Refining  Co.,  and  do  not 
icut  under  the  price  they  give  at  all,  no  matter  how  anxious  you  are  to 
extend  the  territory  in  Which  your  sugar  is  to  sell  ? 

Mr.  Cutler.  That  is  not  exactly  correct — pardon  me  for  saying 
so 

The  Chairman  (interrupting) .  I  wp-nt  you  to  correct  me  if  it  is  not 
correct. 

Mr.  Cutler.  Sometimes  you  make  contracts  ahead  to  sell  your 
sugar  on  a  basis  wherein,  if  you  should  deliver  the  sugar — for  instance, 
if  the  price  of  sugar  to-day  is  4.5  in  Utah  and  you  agree  with  some 
large  firm  to  deliver  sugar  in  three  months  from  how  at  the  maximum 
rate  of  4.5 — 

Tl;ie  Chairman  (interrupting) .  Then  you  might  be  under  the  list  ? 

Mr.  Cutler  (continuing).  And  should  it  go  SiDwp  iij  price,  and  you 
guaranteed  the  price,  you  may  deliver  that  sugar  at  4.5  or  you  may 
deliver  it  at  4.25. 

The  Chairman.  And,  in  that  event,  you  might  be  under  the  list  ? 

Mr.  Cutler.  In  that  event  we  might  be  under  the  list. 

The  Chairman.  That  does  not  often  happen? 

Mr.  Cutler.  It  has  happened. 

The  Chairman.  It  is  not  usually  the  case? 

]\Ir.  Cutler.  Ordinarily,  no. 

The  Chairman.  That  might  happen  in  an  exceptional  case,  but  not 
in  the  ordinary  course  of  business  ? 

Mr.  Cutler.  That  is  correct. 

Mr.  Hinds.  Are  you  going  to  leave  that  point,  Mr.  Chairman? 

The  Chairman.  Just  for  a  moment. 

Mr.  Hinds.  There  is  one  thing  I  would  like  to  ask,  then. 

The  Michigan  people  and  others  have  testified  that  they  have  sold 
from  10  to  20  points  under  cane  sugar  in  order  to  get  the  business. 
Is  that  true  as  regards  your  sugar  ? 

The  Chairman.  Yes,  he  said. 

Mr.  Cutler.  Twenty  points  always — never  less  than  20  points — so 
as  to  get  the  business. 

Mr  Garrett.  You  mean  20  cents  ? 

Mr.  Cutler.  Yes. 

Mr.  Hinds.  So  you  take  the  San  Francisco  market  for  beet  sugar, 
and  put  on  the  freight,  and  then  take  oft"  20  points  ? 

Mr.  Cutler.  Yes,  sir. 

Mr.  Madison.  Right  on  this  point — and  I  ask  this  question  now  for 
the  purpose  of  being  absolutely  fair — it  has  also  been  testified  by  the 
cane-sugar  people  that  there  is  real  competition  between  the  beet 
sugar  and  the  cane  sugar;  that  at  the  time  the  beet  sugar  is  going  on 
the  market  the  price  of  sugar  rules  lower  in  this  country  because  of 
that  competition.     Is  that  true  ? 

Mr.  Cutler.  At  times,  yes;  generally  I  would  say,  yes. 

Mr.  Madison.  Then  you  would  say  that  as  a  matter  of  fact  the 
influence  of  the  beet-sugar  industry  is  to  cause  a  general  lower  level 
of  prices.  I  want  to  know  just  what  the  facts  are.  I  do  not  know 
what  they  are,  and  I  am  not  assuming  them  nor  assuming  to  question 
anybody's  interest,  but  it  was  stated  here  that  during  the  time  the 
beet  sugar  is  going  onto  the  market  there  is  a  general  lower  level  of 
prices  of  sugar  in  the  United  States. 
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Mr.  Cutler.  Wliile  I  stated  that  the  Utah  Sugar  Co.  endeavored 
to  market  an  equal  amount  of  sugar  for  local  consumption  and  retain 
at  home  as  much  as  it  thought  it  could,  for  what  we  called  the  favored 
territory,  by  a  little  higher  prices  than  we  would  obtain  by  shipping 
it  away,  putting  up  warehouses  at  enormous  expense  to  do  it — all  the 
beet-sugar  people  must  get  the  bulk  of  their  sugar  to  the  Missouri 
River  or  wherever  they  ship — that  it  would  be  impossible  for  them  to 
carry  the  large  amount  that  they  make  or  manufacture  in  100  days. 
They  could  not  hold  it,  in  the  first  place.  They  have  not  got  the 
warehouses  to  do  it.  Secondly,  it  is  a  question  of  money.  Third, 
is  a  question  of  interest  and  storage.  Therefore  the  tendency  of  all 
beet  sugars  during  the  process  of  manufacture  is  to  move  them  on 
one  common  point.  Our  common  point  is  the  Missouri  River.  We 
therefore,  at  a  certain  time  in  the  year,  have  to  sell  some  of  our 
sugars  or  the  bulk  of  our  sugar  that  we  have  for  export  during  a 
period  of  less  than  12  months  to  get  our  money  out  of  it,  to  save 
interest,  to  save  storage  charges,  and  all  that  sort  of  thing. 

Mr.  Madison.  These  prices,  concerning  which  you  have  testified 
in  response  to  questions  by  the  chairman,  are  fixed  at  San  Francisco, 
New  York,  and  other  places,  and  are  the  prices  that  are  fixed  by  the 
dominating  industry,  which  is  the  cane  industry;  is  not  that  true? 

Mr.  Cutler.  I  would  say  that  it  is  the  foreign  sugar,  the  foreign 
cane  sugars  that  come  into  this  market,  that  determine  that  price. 

Mr.  Madison.  And  they  are  s:enerally  fixed  by  those  who  are  deal- 
ing in  cane  sugar  ? 

Mr.  Cutler.  Those  who  are  refining,  generall3^ 

Mr.  Madison.  And  you  people,  the  beet-sugar  people,  of  course 
are  selling  your  sugar  for  just  as  high  prices  as  you  can  and  you  are 
compelled  to  follow  almost  the  prices  that  these  people  pay.  Is  that 
tlie  situation  now  ?     I  am  not  suggesting  it. 

Mr.  Cutler.  That  is  about  the  situation. 

Mr.  Hinds.  Right  on  that  point,  on  the  question  of  competition, 
I  do  not  know  that  I  object  to  tlie  conclusions  suggested  by  the 
questions  of  the  chairman,  but  there  is  one  thing  I  would  like  to 
clear  up.  You  say  that  the  price  is  fixed  largely  for  you  by  the  price 
in  San  Francisco  ? 

Mr.  Cutler.  On  the  Pacific  coast:  yes,  sir. 

Mr.  Hinds.  Is  that  a  much  larger  sugar  market  tlian  your  Utah 
sugar  market  ? 

Mr.  Cutler.  Oh,  tremendous.  Then  it  must  be  remembered  that 
there  is  a  large  amount  of  raw  sugar  coming  in  from  the  Hawaiian 
Islands  duty  free,  coming  onto  the  Pacific  coast,  and  whatever  of 
that  can  not  be  absorbed— that  is,  that  can  not  be  absorbed  there 
and  can  not  be  refined  there,  because  they  could  not  sell  it  as  refined 
sugars  m  the  market  contiguous  to  their  refineries  to  the  advantage 
they  could  elsewhere,  therefoie  they  liave  yet  to  send  a  tremendous 
amount  of  raw  sugars  to  the  Eastern  States. 

Mr  Hinds.  If  your  market  was  a  much  larger  market  than  the 
b^n  Francisco  market,  you  would  fix  the  price,  would  you  not? 
What  IS  the  big  market  that  fixes  the  price  *  Where  the  big  amount 
oi  sugar  is  bought  and  sold,  there  is  where  the  prices  are  fixed,  is  it 
not? 

Mr.  Cutler.  I  do  not  know.  I  think  it  is  a  question  of  produc- 
tion and  consumption  and  the  price  of  raw  sugar  that  determines  all 
these  things. 
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Mr.  Hinds.  Is  it  not  in  this  country  always  the  big  market  that 
sets  the  pace  for  the  other  markets '(  Is  not  the  big  market  the  place 
where  the  men  are  who  make  publicity  and  quote  the  prices  ?  Isn't 
it  there  where  they  fix  the  prices?  'And  isn't  that  so  of  all  com- 
modities ? 

Mr.  Cutler.  The  markets  for  raw  sugar,  of  course,  are  considered 
to  be  Hamburg  for  the  world.     That  is  the  center  of  all  the  industry. 

Mr.  Hinds.  That  is  because  cane  sugar  centers  there? 

Mr.  Cutler.  Yes ;  more  sugar  centers  there.  That  seems  to  deter- 
mine, outside  of  the  parity  of  prices,  the  price  of  raw  sugar. 

Mr.  Hinds.  In  other  words,  it  is  the  big  market  that  sets  tlie  quota- 
tions, and  the  other  people  follow  along  with  those  quotations.  That 
is  so  in  all  business,  is  it  not? 

Mr.  Cutler.  T  would  say  so.  Hamburg  is  the  biggest  market  in 
the  world. 

ilr.  Hinds.  So  is  it  a  sign  necessarily  of  restricted  competition  that 
consumers  or  producers,  either  in  sugar  or  anything  else,  follow  quota- 
tions of  those  big  markets  ?     Is  it  necessarily  a  sign  ? 

Mr.  Cutler.  Necessary  that  they  should  follow  ? 

Mr.  Hinds.  Is  it  necessarily  a  sign  of  restriction  of  competition  that 
other  producers  should  follow  that  large  market  ? 

Mr.  Cutler.  Not  necessarily,  to  my  mind;  no. 

Mr.  Hinds.  In  other  words,  I  thought  the  chairman  was  drawing 
out  a  line  from  you 

The  Chairman  (interposing).  And  I  do  think  so,  too.  It  is  just  a 
di.ference  between  you  and  me  on  that  point. 

Mr.  Hinds.  That  is  what  I  want  to  thrash  out — to  learn  what  con- 
stitutes competition — that  is,  in  your  business  experience  is  competi- 
tion the  continual  cutting  of  prices  ? 

Ml"-  Cutler.  A  continual  cutting  of  prices  ? 

The  Chairman.  No. 

Mr.  Hinds.  All  the  time — is  that  your  idea  of  competition  ? 

Mr.  Cutler.  There  is  a  cutting  of  prices  all  the  time.  When  I  say 
"cutting,"  I  mean  putting  them  to  the  lowest  point  at  which  the 
product  can  be  sold. 

Mr.  Hinds.  Do  you  do  that  all  the  time  ? 

Mr.  Cutler.  We  follow  the  larger  markets  naturally,  the  quotations 
made. 

Mr.  Hinds.  But  do  you  not  always  have  an  understanding  when 
the  trade  is  in  a  settled  condition,  where  all  people  in  it  areestab- 
lished^do  you  not  generally  have  a  common  understanding,  the 
common  understanding  that  runs  through  the  minds  of  all  men  that 
they  will  let  sleeping  dogs  alone — that  is,  you  will  not  carry  your 
competition  beyond  a  certain  point  ?  Does  not  the  fear  of  retaliation 
enter  into  it  ? 

Mr.  Cutler.  I  could  only  answer  that  by  saying  that  the  price  of 
sugar  is  continually  fluctuating  from  day  to  day  now.  Watch  the 
markets  on  the  Atlantic  coast,  the  markets  of  sugar.  They  are  con- 
tinually changing.  •  ,      . 

Mr.  Hinds.  Do  you  talk  over  how  you  mean  to  sell  sugar  without 
regard  to  what  your  competitors  may  do  in  retaliation  ?  Are  you 
continually  on  the  warpath  in  the  sale  of  sugar  ? 

Mr.  Cutler.  In  my  feelings,  yes.     [Laughter.] 

Mr.  Hinds.  In  your  feelings;  but  in  your  actual  practice? 
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Mr.  Cutler.  I  am  always  on  the  warpath  in  my  feelings  to  protect 
piy  industry.  ■  .        ,  ., 

Mr.  Hinds.  Yes,  but  is  there  .not  a  certain  comity  tha);  prevails 
.among  business  people  ?  .... 

Mr.  Cutler.  Perhaps  on  the  principle  of  two  gladiators,  it  it  >vere 
possible  to  draw  the  comparison. 

Mr.  Hinds.  Yes;  or  two  country  storekeepers  on  opposite  s,ides  of 
the  crossroads? 

Mr.  QuTLEKr  Probably  so. 

Mr.  Hinds.  It  was  so  in  my  youth.  I  heard  it  frqm  theija— rthat 
during  an  undue  cutting  on  ^ny  product  one  would  say  t9  the  other, 
"You  are  going  tpo  far." 

Mr.  Cutler.  We  also  respect— that  is,  I  do— I  respect  other 
people's  rights,  or  try  to.  They  have  rights  as  well  as  I  ha^e..  I  do 
not  think  I  have  a  right  to  it  all. 

Mr.  Hinds.  The  Sugar Trus^  has  49  percent  of  your  stock,  has  it 
not?  .    - 

Mr.  Cutler.  I  gave  the  amount  here.  It  is  about  that  m  round 
numbers. 

Mr.  Hinds.  Does  not  that  fact  also  tend  to  preserve  the  Qpmity? 

Mr.  Cutler.  That  is  a  question  I  have  never  yet  been  .able  to 
determine  in  my  mind. 

Mr.  Hinds.  Of  course,  50  per  cent  absolutely  would  give  one  of 
you  a  veto  of  the  other,  absolutely,  would  it  not  ? 

Mr.  Cutler.  I  will  confess  that  when  we  went  into  this  industry 
and  sold  part  of  our  stock  I  lelt  that  there  was  an  elemen,t  of  J)ro- 
tection  in  it.  How  far  I  was  not  able  to  determine.  But  uniting 
with  a  strong  company 

The  Chairman  (interrupting) .  An  element  of  protectiqn  1  Yovi 
mean  mutual  working  together  ? 

Mr.  Cutler.  First,  unlimited  capital,  if  necessary 

The  Chairman  (interrupting) .  I  am  speaking  about  this  protection 
business. 

Mr.  Cutler.  Whein  I  speak  of  protection,  I  speak  pf  protection 
that  one  strong  man  can  give  to  another,  a  weaker  one,  as  it  were. 

The  Chairman.  The  price  at  Lehi  is  the  San  Francisco  price,  plus 
the  freight  r^te  ifrqm  San  Frapcisco  to  Lehi,  l.e^s  the  difl'erential — 
and  we  will  leave  this  differential  question  out,  for  the  present  ? 

Mr.  Cutler.  Yes. 

Thje  Chairman.  We  will  leave  that  out  for  the  purpose  of  discus- 
sion.    Do  you  kno\v  what  is  .the  San  Francisco  pri,cp  to  the  .consumeir  ? 

Mr.  tCuTLER.  Today,? 

The  Chairman.  No.  It  is  yqur  price  plus  the  frejght  rate  to  San 
Francisco,  is  it  not? 

Mr.  Cutler.  No. 

The  Chairman.  Is  the  San  Fraiicisco  price  ,as  low  as  the  New 
York  price  ? 

Mr.  Cutler.  As  I  understand — I  ipay  be  misinformed^n  prg^yc- 
ing  sugar  for  refineries  there,  they  charge  for  that  sugar — for  inslianCie, 
the  California  &  Hawaiian  Co. — this  is  my  ijiformation,  ,and  I  may 
be  wrong.  They  ,do  that  because  they  can  jiot  refine,  themselyes, 
all  the  sugar  which  they  coB,trol,  which  they  .claina  to  be  85  per  cept  of 
the  raw  sugar  of  thp  Hawaiian  Islands;  that  a  Iqt  ,of  that  raw  sugar 
must  be  sent  to  some  other  market,  Galveston  or  some  place;  that 
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they  cleduct,  in  settling  with  the  Hawaiian  people— the  planters — 
one-eighth. 

The  Chairman.  From  what  the  price  would  be  on  the  Atlantic 
coast? 

SjTr.  Cutler.  Yes;  for  similar  sugar. 

The  Chairman.  Is  that  the  freight  rate  ? 

J\(Ir.  iCuTLER.  No,  sir. 

The  Chairman.  That  does  not  coyer  the  freight  rate  ? 

Mr.  Cutler.  That  does  not  cover  the  freight  rate;  no.  I  do  not 
know  exactly  how  they  figure,  but  I  take  it  they  figure  some  way 
that  they  get  a  certain  price  for  sugar  in  San  Francisco  and  then 
they  diyide  up  the  freight  rate  between  the  sugars  they  have  refined 
and  the  sugars  they  have  sent  away. 

The  Chairman.  Is  the  price  to  the  consumer  at  San  Francisco 
lower  than  is  the  price  to  the  consumer  at  Lehi,  Utah  1 

Mr.  Cutler.  In  proportion  ? 

The  Chairman.  No;  I  mean  the  absolute  price. 

Mr.  Cutler.  I  think  not. 

The  Chairman.  What  is  the  difference? 

Mr.  Cutler.  I  could  not  exactly  quote  that.  I  could  not  tell 
that  exactly,  but  I  think  the  price  of  sugar  to  the  consumer  in  San 
Francisco  is  about  the  same  price  it  is  in  Utah. 

The  Chairman.  About  the  same  as  it  is  in  Utah? 

Mr.  Cutler.  I  think  so. 

The  Chairman.  What  /Ao  they  add  to  hip>  to  get  him  to  pay  the 
Utah  price  plus  the  freight?  What  do  they  add  to  the  'Frisco  con- 
aum,er  to  get  him  jup  where  the  Ut,a^  man  is  ? 

Mr.  Cutler.  I  do  not  want  to  give  any  jnforijiation  that  is  predi- 
cated on  surmise.  I  would  not  like  to  do  that.  I  might  be  taken  to 
t,ask  for  |it,  and  I  thip.k  you  ,can  get  that  information  from  those  who 
are -f anjiilJLar  with  tloe  facts  themselyes. 

The  Chairman-  We  will  get  theiji.  I  thought  that  possibly  you 
knew.  If  you  do  not  know,  I  do  not  insist  on  your  answering  any 
question  of  that  sort  that  I  ask. 

Mr.  Cutler.  Thank  you. 

The  Chairman.  I  will  not  criticize  you  in  my  own  mind  or  any 
other  .ys^,§y  for  not  ,4oing  that. 

Mr.  Cutler.  Thank  you. 

The  Chairman.  It  is  a  fact,  is  it  not,  that  in  Utah  you  dp  not 
give  y0;ur  people  the  natural  advantages  that  location  gives  them, 
their  ppoximity  to  the  fa,ctories,  in  selling  sugar  to  them  ? 

Mr.  CuTjUER.  I  i9jJght  to  illustrate  that 

The  Chairman  (interrupting).  Is  that  true  or  not? 

Mr.  Cutler.  From  your  standpoint  ? 

The  Chairman.  From  your  standpoint,  is  it  true?  Is  it  true 
from  the  standpoint  of  absolute  triith  ? 

Mr.  Cutler.  From  the  standpoint  of  justice  I  would  say  yes.  I 
•would  ^ay  we  do. 

The  Chairman.  You  do  give  them  that? 

Mr.  Cutler.  From  the  standpoint  of  just. 

The  Chairman-  Why  .(JP  you  add  the  freight  tlien,  if  you  give  them 

Mr.  Cutler.  Because  it  would  cost  them  that  and  more  too  if  we 
were  not  in  the  field. 
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The  Chairman.  It  looks  to  me  like  it  would  cost  them  the  same  for 
any  sugar  if  there  was  not  a  sugar  factory  in  Utah  at  all. 

Mr.  Cutler.  That  is  all  problematical. 

The  Chairman.  So  you  claim  the  indirect  benefit  you  confer  on 
them  by  increasing  the  production  and  supply  of  sugar  equalizes  this 
direct  tax  you  put  on  them  in  the  way  of  freight  rate  ? 

Mr.  Cutler.  I  would  think  what  we  do  for  them  there  in  the  em- 
ployment of  labor  and  higher  prices  of  everything  we  have  to  pay  for, 
and  material  for  the  manufacturing  of  sugar,  certainly  equalize  that. 

The  Chairman.  All  tliose  indirect  things  ? 

Mr.  Cutler.  Or,  in  other  words,  if  it  had  been  possible  to  have  con- 
fined our  trade  entirelj"  and  our  operations  to  Utah  without  competi- 
tion, it  would  have  been  a  very  pleasant  business. 

Tiie  Chairman.  You  said  just  now,  and  said  very  truly,  and  you 
are  not  giiessing  about  that,  that  all  sugar  prices  all  over  the  world, 
including  tiie  United  States,  were  based  on  the  Hamburg  export 
prices  ? 
.  Mr.  Cutler.  Yes,  sir. 

The  Chairman.  Plus  the  cost  of  transportation* 

Mr.  Cutler.  Yes,  sir. 

The  Chairman.  Plus  the  duty  also,  is  it  not  ? 

Mr.  Cutler.  Plus  the  duty,  whatever  the  duty  may  be. 

The  Chairman.  That  permeates  all  through  the  United  States  ? 

Mr.  Cutler.  Yes,  sir. 

The  Chairman.  That  is  the  standard,  and  the  same  principle  that 
controls  you  in  Utah  in  dealing  with  vour  local  consumer,  controls 
every  other  sugar  dealer  in  the  United  States  in  dealing  with  the  local 
consumer  of  sugar,  does  it  not? 

Mr.  Cutler.  I  would  say  so. 

The  Chairman.  In  other  words,  he  has  to  sell  sugar  as  cheap  as  it 
could  be  bought  from  the  world's  center  of  the  sugar  supply  after 
paying  the  duty  and  transportation  charges  and  he  does  that;  is  that 
the  idea  ? 

Mr.  Cutler.  Yes. 

The  Chairman.  As  a  rule  ? 

Mr.  Cutler.  Yes. 

The  Chairman.  You  have  got  six  plants,  as  I  understand  the  facts, 
m  this  Utah-Idaho  Sugar  Co  ? 

Mr.  Cutler.  Yes. 
TT  '^u®  Chairman.  Two  of  them  are  tolerably  large  plants  located  in 
Utah,  and  four  of  them,  as  I  see  the  statements  here,  are  moderately 
small  ones,  comparatively  small  ones,  located  in  Idaho.     That  is 
correct  ? 

Mr.  Cutler.  Yes. 
•    The  CiiAiRMAN.  The  two  large  ones  being  at  Lehi  and  another  point 
m  Utali  (jarland,  and  the  four  small  ones  being  at  Idaho  Falls,  Sugar 
City,  Blackfoot,  and  Nampa,  Idaho  ? 

Mr.  Cutler.  Idaho  Falls,  Sugar  City,  and  Garland  are  the  same 
size. 

The  Chairman.  They  have  been  increased  ? 

Mr.  Cutler.  They  never  have  been  increased.  I  am  speaking  of 
the  size  of  the  factory  proper. 

ca'^'^\^^'^^™'^^"  '^  *^^  capacity  of  the  Lehi  plant,  the  daily 
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Mr.  Cutler.  It  has  developed  with  its  cutting  stations;  1,100 
to  1,150  tons  per  day. 

The  Chairman;  So  Mr.  Wise  states  it  in  this  bill.  Of  course,  you 
are  familiar  with  this  bill  ? 

Mr.  Cutler.  Yes. 

The  Chairman.  He  states  it  as  1,350,  I  beheve,  however. 

Mr.  Cutler.  That  is  too  high. 

The  Chairman.  The  Garland  plant? 

Mr.  Cutler.  That  was  built  to  be  a  1,200-ton  plant,  but  only  two- 
thirds  of  what  we  call  the  units  of  the  1,200  tons,  speaking  of  the 
machinery,  were  ever  installed ;  therefore  it  has  demonstrated  during 
the  best  season  we  have  ever  had,  850  tons. 

The  Chairman.  That  is  its  maximum  ? 

Mr.  Cutler.  Yes. 

The  Chairman.  You  said  1,100  to  1,200  on  the  other  one? 

Mr.  Cutler.  From  1,100  to  1,150,  maximum  average. 

The  Chairman.  Say  1,150? 

Mr.  Cutler.  Yes. 

The  Chairman.  Idaho  Falls? 

Mr.  Cutler.  That  was  built  the  same  as  Garland,  but  it  has  not 
developed  more  than  800  tons. 

The  Chairman.  I  see  600  tons  in  the  statement  here. 

Mr.  Cutler.  It  has  developed  800  tons. 

The  Chairman.  Sugar  City,  Idaho? 

Mr.  Cutler.  That  has  developed  850  tons,  with  one  cutting  sta- 
tion at  Parker. 

The  Chairman.  Blackf oot  ? 

Mr.  Cutler.  Blackfoot  has  never  worked  more  than  650  tons. 

The  Chairman.  Nampo,  ? 

Mr.  Cutler.  Nampa  has  never  had  the  chance  to  show 

The  Chairman.  He  estimates  it  as  700  tons;  is  that  right? 

Mr.  Cutler.  It  ought  to  cut  800,  if  v,e  had  the  beets. 

The  Chairman.  He  figures  your  total  daily  slicing  capacity  at 
5,150  tons  ? 

Mr.  Cutler.  That  is  too  much. 

The  Chairman.  Five  thousand  is  about  right? 

Mr.  Cutler.  Forty-five  hundred  is  about  correct. 

The  Chairman.  If  that  is  the  total  capacity  of  those  six  plants, 
according  to  the  figures  you  give  us  for  equiping  plants,  what  ought 
these  plants  to  be  worth? 

Mr.  Cutler.  The  whole  thing? 

The  Chairman.  Yes. 

Mr.  Cutler.  The  whole  thing,  with  their  warehouses,  tanks  to 
contain  molasses — we  have  to  hold  the  molasses,  because  we  can  not 
sell  the  molasses  any  more  just  now — and  the  cutting  stations,  of 
course  ? 

The  Chairman.  I  suppose  so;  I  think  your  estimate  included  a 
complete  factory  when  yoxi  first  went  on  the  stand.  You  even 
included  the  Steftens  process. 

Mr.  Cutler.  Shall  I  include  the  town  sites  and  buildings  we  have 

put  up  ? 

The  Chairman.  I  do  not  know  what  you  included  in  your  estimate 
which  vou  first  gave,  wh?n  you  first  went  on  the  stand. 
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Mr.  Cutler.  I  gavs  the  estimate,  if  I  remember  correctly,  and  told 
you  that  Lehi  had  cost  us,  with  its  cutting  stations,  only  $1,750,000, 
including  the  homes  for  employees. 

The  Chairman.  You  get  returns  on  those? 

Mr.  Cutler.  A  Uttle;  verv  little.  Not  enough  to  pay  taxes, 
scarcely.     I  would  say  about" |8,000,000. 

The  Chairman.  For  the  whole  six  ? 

Mr.  Cutler.  For  the  whole  six. 

The  Chairman.  According  to  your  figures  first  given  in  a  general 
way,  estimating  this  thing,  they  ought  not  to  have  cost  over  So, 000,000 
is  that  .correct  ? 

Mr.  Cutler.  These  six  factories  ? 

The  Chairman.  Yes. 

Mr.  Cutler.  Oh,  yes;  they  should,  with  all  their  appurtenances. 

The  Chairman.  I  understood  you  to  say,  equipped,  a  first-cjass 
factory  with  Steffens  process  and  all  added,  when  you  first  got  on  the 
stand,  when  you  were  just  giving  us  some  general  ideas,  ought  npt  to 
cost  more  than  $1,200,000. 

Mr.  Cutler.  $1,200,000  to  $1,250,000,  without  the  Steffens  pjant, 
I  think  I  remarked. 

The  Chairman.  Did  you  say  without  the  Steffens  plant  ? 

Mr.  Cutler.  Yes;  and  I  said  the  Steffens  plant  would  cost  about 
$200,000  more. 

The  Chairman.  That  would  be  $1,450,000. 

Mr.  Cutler.  Yes. 

The  Chairman.  Multiply  that  by  four  and  a  half  and  that  would 
give  how  much  1 

Mr.  Cutler.  Four  and  a  half  what  1 

The  Chairman.  Four  thousand  five  hundred  tons  is  your  operating 
sUcing  capacity  ? 

Mr.  Cutler.  Yes. 

The  Chairman.  Four  and  a  half  times  1,400  would  be  a  little  over 
$6,000,000,  according  to  that  scale,  that  these  things  ought  to  cost? 

Mr.  Cutler.  Yes. 

The  Chairman.  You  count  the  extra/^cost  in  on  account  of  this  irri- 
gation project  of  yours,  and  employees'  houses,  and  such  things  as 
that  ? 

Mr.  Cutler.  A  great  many  things  of  that  sort  that  we  have  h^d  to 
put  in  since. 

The  Chairman.  The  total  capital  stock  that  you  have  issued  is 
$11,102,180,  is  it  not? 

Mr.  Cutler.  That  was  it.    Now,  we  have  retired  the  common  stock. 

The  Chairman.  How  much  common  stock  ? 

Mr.  Cutler.  $3,000,000,  and  we  gave  $1,350,000  preferred  for  it, 
making  the  total  capital  issued  $9,445,000,  I  think  you  will  find. 

The  Chairman.  About  $9,500,000,  in  other  words  ? 

Mr.  Cutler.  Yes. 

The  Chairman.  Wliat  is  that  excess  ? 

Mr.  Cutler.  And  $1,000,000  in  bonds  issued. 

The  Chairman.  That  is  $10,500,000  capitalization? 

Mr.  Cutler.  Yes. 

The  Chairman.  Sojne  of  that  capitaHzation  is  what  you  consjider 
legitimate  profit  on  your  Bear  River  investment  ? 

Mr.  Cutler.  Not  profits.  I  would  call  that,  say,  $2,000,000  for  our 
Bear  River  Canal  system  and  power  plant. 
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The  Chairman.  That  is  capitaHzed  at  »2,000,000  in  the  capitali- 
zation ?  , 

Mr.  Cutler.  No;  it  was  called  in  the  original  estimate  of  about 
$3^00,000  to  the  company  that  owned  it  beforp  us. 

The  Chairman.  You  bought  it  for  $500,000  « 

Mr.  Cutler.  And  then  bought  land  with  it  and  spent  $1,000,000 
on  it. 

The  Chairman..  It  costs  you  $1,500,000? 

Mr.  Cutler.  Yes,  sir;  about. 

The  Chairman,  And  you  put  it  in  for  $2,000,000  ? 

Mr.  Cutler.  We  put  it  in  new,  and  it  is  new  since  we  retired  the 
common  stock,  and  it  is  hsted  in  this  hst  of  assets  at  about  $2,000,000. 

The  Chairman.  Where  is  that  hst  of  assets  ?' 

Mr.  Cutler.  The  hst  of  assets? 

The  Chairman.  Yes.    Did  you  give  that  to  the  committee. 

Mf.  Cutler.  No;  I  did  not.    I  will  have  to  send  it  to  you. 

The  Chairman.  Will  you  furnish  that  to  the  committee  ? 

Mr.  Cutler.  Yes. 

The  Chairman.  Before  you  conclude  your  testimony  ? 

Mr.  Cutler.  Yes. 

The  Chairman.  Showing  what  the  true  value  of  the  capital  stock 
is,  in  other  words  ? 

Mr.  Cutler.  Yes. 

The  Chairman,  ilow  much  of  it  is  real  value  ? 

Mr.  Cutler.  Yes. 

The  Chairman.  I  notice  here  that  originally  you  had  "Utah  Sugar 
Co.,"  and  in  December,  1902,  you  incorporated  it  into  "The  Utah 
Sugar  Co.,"  consohdated  with  one  or  two  more.  The  same  way  with 
Idaho.  You  first  had  "Idaho  Sugar  Co.,"  and  then  you  made  that 
into  "The  Idaho  Sugar  Co."  Every  time  you  did  that,  that  repre- 
sented the  consohdation  and  still  other  ca,pitahzation,  did  it.  not, 
until  you  finally  got  the  capitahzation  of  the  whole  Utah-Idaho 
Sugar  Co.  up  to  the  figure  you  have  just  stated? 

Mr.  Cutler.  Yes. 

Mr.  Hinds.  Can  you  tell  me  what  your  stock  sells  for  in  the  mar- 
ket— your  preferred  stock  of  the  Utah-Idaho  Sugar  Co.  ? 

Mr.  Cutler.  It  is  less  than  par,  just  now. 

The  Chairman.  Is  it  a  listed  stock  ? 

Mr.  Cutler.  It  is  not  a  listed  stock,  no;  it  is  not  specially  listed, 
but  the  brokers  in  Salt  Lake  deal  in  it.     It  is  not  listed. 

Mr.  Hinds.  Have  the  American  Sugar  Co.  diminished  their  holdings 
that  you  know  of  ? 

Mr.  Cutler.  They  have  never  sold  a  share  that  I  laiow  of,  and 
never  have  bough*  a  share. 

Mr.  Hinds.  They  never  bought  a  share  when  Mr.  Havemeyer  origi- 
nally made  the  arrangements  ? 

Mr.  Cutler.  I  do  not  know  of  a  share  that  ever  changed  hands. 

Mr.  Hinds.  Have  you  been  aware  of  any  effort  or  inclination  on 
their  part  to  dispose  of  their  holdings  ? 

Mr.  Cutler.  I  never  heard  of  their  making  any  effort. 

Mr.  Hinds.  You  have  seen  nothing  of  that  sort  ? 

i*?.  Cutler.  No,  sir. 

The  Chairman.  Mr.  Cutler,  do  you  know  Charles  W.  Nibbley? 

Mr.  Cutler.  Yes,  sir. 
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The  Chairman.  Do  you  know  anything  about  the  Lewiston  Sugar 
Co.  ? 

Mr.  Cutler.  Some  little. 

The  Chairman.  Mr.  Nibley  lives  in  Ogden,  does  he? 

Mr.  Cutler.  He  lives  in  Salt  Lake  now.  He  did  live  at  Ogden 
at  that  time. 

The  Chairman.  He  does  live  at  Salt  Lake  now  ? 

Mr.  Cutler.  Yes. 

The  Chairman.  Did  you  ever  enter  into  an  agreement  between 
yourself  and  David  Eccles  and  Henry  0.  Havemeyer,  in  June,  1903  ? 
Did  you  ever  enter  into  any  negotiations  with  said  Nibley  with  a 
view  of  obtaining  a  controlling  interest  in  the  Lewiston  Sugar  Co. 

Mr.  Cutler.  No,  sir;  'there  is  a  story  attached  to  that  that  I  (?an 
tell  you. 

The  Chairman.  Tell  us  about  that. 

Mr.  Cutler.  Charles  W.  Nibley  is  a  director,  I  think,  of  the 
Amalgamated  Co.  He  has  been  identified  with  Mr.  Eccles  in  all 
his  business  operations  for  many  years.  Some  of  the  people  of 
Lewiston  got  after  the  Amalgamated  Co.,  telling  them  they  thought 
they  ought  to  have  a  factory  in  their  territory  in  order  to  have  it 
near  Lewiston,  Idaho,  which  was  quite  a  distance  from  any  other 
factory.  They  were  then  taking  their  beets,  I  believe,  to  the  Logan 
factory.  Mr.  Eccles  thought  they  were  not  ready  for  it.  They  then 
went  to  Mr.  Nibley  and  Mr.  Nibley  at  that  time  came  to  me.  He 
said,  "How  do  you  feel  about  a  thing  of  that  sort?"  I  said,  ''That 
is  none  of  my  business."  He  said,  "Do  you  think  Mr.  Havemeyer 
would  join  me  in  erecting  a  factory  of  that  sort?" 

The  Chairman.  At  Lewiston  ? 

Mr.  Cutler.  Yes.  He  said,  "I  think  they  are  ready  for  it,  but 
Mr.  Eccles  thinks  they  are  not." 

I  said,  "I  do  not  know.  If  you  like,  we  will  enter  into  corre- 
spondence with  Mr.  Havemeyer." 

We  did  so,  and  an  arrangement  was  made  to  meet  Mr.  Nibley, 
and  at  that  time  I  was  going  on  to  New  York,  and  Mr.  Nibley  was 
with  me. 

The  Chairman.  That  was  in  June,  1903,  wasn't  it? 

Mr.  Cutler.  I  think  so. 

I  spoke  to  Mr.  Havemeyer  about  it,  and  he  had  some  little  talk 
with  Mr.  Nibley — I  think  it  occupied  about  20  minutes— which 
resolved  itself  finally,  however,  that  Mr.  Eccles  should  build  the 
factory,  but  not  the  way  it  was  built  the  vear  afterwards,  and  Mr. 
Nibley  was  the  president  of  it. 

The  Chairman.  You  were  the  man,  then,  that  brought  them 
together  ? 

Mr.  Cutler.  I  was  the  man  that  brought  them  together. 

The  Chairman.  And  Mr.  Havemever  did  build  that  factory, 
with  your  help  ?  " 

Mr.  Cutler.  Yes;  and  he  held  only  one-third  of  the  stock. 

The  Chairman.  The  American  Sugar  Refining  Co.  had  one-third? 

Mr.  Cutler.  I  think  the  American  Sugar  Refining  Co.  got  two- 
thirds  and  Mr.  Havemeyer  got  one-third. 

The  Chairman.  Is  it  not  a  fact  that  the  American  Sugar  Refining 
Co.  got  one-third  and  Mr.  Havemeyer's  estate '^*' 

Mr.  Cutler.  Got  one-tliird.  Mr.  Eccles  told  me  with  his  own  lips 
that  he  did  not  get  more  than  one-third. 
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The  Chairman.  So  that  the  American  Sugar  Refining  Go  I 
suppose,  had  two-thirds  ?  &  &        •> 

Mr.  Cutler.  Yes. 

The  Chairman.  And  Mr.  Havemeyer  had  one-third? 

^l'  9y^^^^-  ^  ^^'^  ^°  pecuniary  interest  in  the  whole  matter. 

The  Chairman.  But  you  were  representing,  in  a  way,  Mr.  Have- 
meyer s  mterests  out  in  Utah,  were  you  not— you  were  so  regarded « 

Mr.  Cutler.  I  think  that  Mr.  Nibley  felt  that  way,  and  appealed 

to  II16, 

The  Chairman.  And  you  did  introduce  liira  to  Mr.  Havemeyer? 

Mr.  Cutler.  I  did  introduce  him  to  Mr.  Havemeyer. 

The  Chairman.  Of  course,  you  know  nothing  further  of  the 
negotiations  ? 

Mr.  Cutler.  I  know  nothing  further. 

The  Chairman.  You  said  this  morning  during  the  progress  of  the 
examination  that  the  beet-sugar  people  could  not  get  along  without 
the  present  tariff.     Am  I  quoting  you  correctly  on  that  ? 

Mr.  Cutler.  I  feel  that  way,  that  they  could  not,  and  pay 
dividends. 

The  Chairman.  And  pay  dividends;  and  you  also  said,  charge  off 
the  proper  amount  for  depreciation  of  the  plant? 

Mr.  Cutler.  I  said  I  could  not.  I  did  not  apply  it  to  anyone  else. 
I  let  everybody  else  make  their  ovm  statements. 

The  Chairman.  That  vou  could  not  do  it.  Why  could  you  not 
doit?  ' 

Mr.  Cutler.  I  simply  take  it  from  past  experience,  added  on  to 
the  evolution  that  has  gone  on  in  the  beet-sugar  business. 

The  Chairman.  Probably  I  can  make  myself  a  little  more  intelli- 

fible  to  you  by  asking  you  what  you  mean  by  that.  Do  you  mean 
y  that  that  sugar  would  go  down  so  much  in  price  that  you  could 
not  make  the  profit  that  you  would  have  to  make  ? 

Mr.  Cutler.  Yes. 

The  Chairman.  Sugar  would  be  so  much  cheaper  ? 

Mr.  Cutler.  Yes. 

The  Chairman.  That  is  all  I  want  to  ask  him. 

Mr.  Hinds.  Before  you  leave  that  point  of  the  tariff  on  sugar,  I 
would  hke  to  ask  a  question,  if  you  have  no  objection? 

Mr.  Garrett.  Certainly. 

Mr.  Hinds.  Do  you  mean  by  your  answer  that  sugar  would  go 
down  continuously  for  a  long  level  of  a  period  of  years,  or  that  it 
would  go  down  practically  until  you  had  been  driven  out  of  business  ? 

Mr.  Cutler.  I  think  there  would  be  an  immediate  reduction  in  the 
price  of  sugar  if  the  tariff  was  taken  off,  or  if  half  the  tariff  was 
taken  off. 

Mr.  Hinds.  What  would  be  the  effect  of  that  on  the  beet-sugar 
industry,  so  far  as  you  know  ? 

Mr.  Cutler.  Just  the  moment  that  we  could  not  make  dividends 
our  stock  would  go  to  pieces.  The  market  would  be  overwhelmed 
with  it.  There  would  be  no  purchases;  we  could  not  get  money  to  go 
on  in  our  business;  we  could  not  borrow  money;  and  the  result  is  that 
we  would  have  to  close  up. 

Mr.  Hinds.  After  that,  what  would  happen,  in  your  judgment, 
from  your  business  experience  ? 

Mr.  Cutler.  That  I  am  not  prepared  to  say.  I  am  not  able  to  say 
what  the  result  would  be. 
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Ml^.  Hinds.  Yes;  on  the  pric'e  of  sugar,  I  mea;n? 

Mr.  Cutler.  I  would  not  care  to  surmise. 

Mr.  Hinds.  Have  you  ever  known  cases  where  the  Sugat  Trust, 
by  putting  down  the  price,  drove  out  a  factory  ? 
'  Mr.  Cutler.  Not  under  liiy  observation!. 

Mr.  Hinds.  You  never  have,  in  the  sugar  business,  se'en  one  of 
those  cases  where,  by  lowering  the  price,  competition  was  driven  out  ? 
You  have  never  observed  what  happened  after  that  ? 

Mr.  Cutler.  Not  under  my  observation.  I  do  not  know  anything 
about  it. 

Mr.  Malby.  If  you  were  driven'  out,  it  would  destroy  wha^^Ver 
competition  now  exists  ? 

Mr.  Cutler.  It  would  not  destroy  it  ? 

Mr.  Malby.  It  would  destroy  it. 

Mr.  Cutler.  To  a  certain  ext^tit;  yes;  I  should  say  it  would". 

Mr.  Malby.  If  y6u  were  abs6l*iltely  driven  out,  it  wdiild'  absolutely 
destroy  it,  would  it  not  ? 

Mr.  Cutler.  There  is  still  competition  be'tWeeii  refiners,  very 
heavy. 

Mr.  Malby!  I  am  not  asking  you  that.  I  am  asking,  if  you  w'ere 
driven  out,  so  far  as  you  are  concerned',  and  the  beet-sugar  industry 
is  concerned,  as  to  whether  the  people  Who  purchased  sugai'  Would  not 
be  denied  at  least  that  measure  of  competition  1 

Mr.  CuTLiiR.  I  should  asy  so. 

Mr,  Garrett.  Is  that  all  ? 

Mr.  Malby.  That  is  all. 

Mr.  Garrett.  Mr.  Cutler,  iii  my  original  examinatiori  P  did  not  g6 
into  the  tariff  question,  i  purp'Osely  refrained  from  doih^  so,  aind  I 
do  not  care  to  ask  any  questions  abOlit  it  now,  but  I  uhderst6od-  3^ou 
to  say,  in  answer  to  a'  question  asked  by  Mr.  Hiiids  this  morning; 
that  in  your  opinion  the  refiners  of  cane  sugar  were  for  free  raw  sugar  ? 

Mr.  Cutler.  I  take  their  statements  for  it. 

Mr.  Garrett.  And  that  they  are  in  antagonism  to  the  ilitei'ests  of 
the  beet-sugar  people  ? 

Mr.  Cutler.  I  take  it,  as  a  whole;  yes. 

Mr.  Gat.rett.  Yes. 

Mr.  Cutler.  NoW,  I  would  like  to  modify  fny  remark  there. 

Mr.  Garrett.  Well. 

Mr.  Cutler.  My  opinion  was,  and  is  now,  that  Mr.  HaVejii^yer 
Wa^  the  greatest  friend  to  the  beet-sugar  industry  that  we  ever  h'ad. 

Mr.  Garrett.  And  he  was  a  great  refiner  ? 

Mr.  Cutler.  And  he  was  a  great  refiner;  and  he  went  on  the 
proposition'  that  I  have  stated,  th'at  he  thought,  from  the  conditions 
as  they  existed  when  I  first  went  into  alliance  with  him,  that  beet 
sugar  was  going  to  grow  very  rapidly  in  the  United  Sta;t6s,  very 
rapidly.     He  was  certainly  a  friend  to  the  beet-sugar  industry. 

m.  Garrett.  Well,  that  was  the  vety  point  I  wanted  t6  inquire 
about,  as  to  why  it  Was,  if  you  believed  that  the  refiners  Were  the 
enemies  of  the  beet-si;gar  interests,  you  took  the  American  Sugar 
Refining  Co.  m  and  permitted  them  to  come  ill  as  an  equal  partner 
in  an  interest  which  was  near  to  your  heart. 

Mt.  Cutler.  Does  my  ansWer  alreMy  given  cover  that  ? 

Mr.  Garrett.  You  do  not  think  Mt.  Havemeyer  felt  that  Way 
about  it «  J  J 
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Mr.  Cutler.  No,  sir. 

Mr.  Garrett.  You  do  not  think  Mr.  Havemeyer  was  a  free  raw 
sugar  naan  ? 

Mr.  Cutler.  I  do  not  Imow. 

Mr.  Garrett.  In  fact,  you  know  that  he  was  not  ? 

Mr.  Cutler.  I  do  not  think  that  he  was. 

Mr.  Garrett.  From  his  own  views,  expressed  to  you  repeatedly, 
do  you  not  know  that  he  was  not  ? 

Mr.  Cutler.  I  take  men's  statements  as  I  hear  them,  and  he  told 
me  that  he  was  not. 

Mr.  Garrett.  Do  you  not  know  as  a  matter  of  fact  that  it  was  only 
in  recent  times  that  any  considerable  number  of  refiners  have 
expressed  themselves  as  in  favor  of  free  raw  sugar  1 

Mr.  Cutler.  It  has  been  probably  within  the  last  few  years. 

Mr.  Garrett.  Yes. 

Mr.  Cutler.  Yes,  sir.  I  think  the  first  argument  that  I  heard 
before  the  Ways  and  Means  Committee  came  from  Mr.  Claus  Spreckels 
in  that  regard. 

Mr.  Garrett.  Out  of  which  do  you  get  the  greatest  protection, 
the  differential  duty  or  the  duty  on  raw  sugar  ? 

Mr.  Cutler.  We  would  naturally  get  the  greatest  protection  from 
the  sugars  that  come  into  competition  with  us,  that  is  the  refined 
sugar. 

Mr.  Garrett.  Yes.  The  differential  is  where  you  get  your  greatest 
protection  ? 

Mr.  Cutler.  Yes,  sir;  we  get  a  part  of  it  that  way.  Of  course 
there  is  only  a  small  differential  now. 

Mr.  Garrett.  A  reduction  of  the  duty  on  raw  sugars  with  the 
maintenance  of  the  differential  would  not  hurt  you,  if  the  differential 
was  kept  at  the  same  standard  as  it  is  now  1 

Mr.  Cutler.  If  the  tariff  had  to  be  reduced,  I  individually  would 
prefer  that  the  differential  would  remain. 

Mr.  Garrett.  Now  I  will  leave  that  branch,  and  I  want  to  ask  you 
about  this.  In  answer  to  a  question  of  mine  this  morning  you  stated 
that  you  sold  your  sugars  in  the  Missouri  River  territory  at  4.32  ? 

Mr.  Cutler.  Yes;  that  was  the  last  quotation  that  I  had  from 

home. 

Mr.  Garrett.  And  that  the  cost  of  production  was  3.75? 

Mr.  Cutler.  For  five  years. 

Mr.  Garrett.  For  five  years  ? 

Mr.  Cutler.  The  average. 

Mr.  Garrett.  May  I  inquire  if  that  price  of  4.23  is  an  average  price 
for  five  years  ? 

Mr.  Cutler.  No.  sir. 

Mr.  Garrett.  What  would  be  the  average  pnce  for  five  years  on 
that?     Can  you  give  me  that;  because  I  want  to  figure  a  little  just 

on  that  basis  ?  , ,  '         ,        , 

Mr.  Cutler.  No;  I  would  say  4.45,  though. 
Mr.  Garrett.  4.45  ?      ,,,     .        ,  ^         ,,         ,  ,. 

Mr.  Cutler.  That  would  be  lust  from  memory;  I  would  say  4.45. 
Mr!  Garrett.  That  would  be  the  average  ? 
Mr  Cutler.  Yes. 

Mr.  Garrett.  That  leaves  a  margin  of  profit  of  70  cents  ? 
Mr.  Cutler.  Yes,  sir. 
99220— No.  10—11 6 
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Mr.  Garrett.  70  cents.  You  also  stated  that  you  could  not  pay 
dividends  on  that  margin  1  ■    » 

Mr.  Cutler.  Could  not  pay  the  dividends  on  that  margin  ( 

ATt*   Ctatirett     jl  gs  . 

Mr.  Cutler,  "i  think  that  the  dividends  would  amount  to  72.5 
cents— the  dividends  that  we  pay. 

Mr.  Garrett.  Well,  but  did  you  not  figure  that  a  little  too  high? 

Mr.  Cutler.  The  dividends  ? 

Mr.  Garrett.  Yes. 

Mr.  Cutler.  Seven  per  cent  on  $9,500,000 

Mr.  Garrett.  Would  be  how  much  per  year  ? 

Mr.  Cutler.  And  also  provide  for  maintenance  and  depeciation; 
that  was  the  remark  I  made. 

Mr.  Garrett.  Yes.     That  would  be  $700,000  m  dividends,  say,  m 

round  numbers  ? 

Mr.  Cutler.  Yes. 

Mr.  Garrett.  $700,000  in  dividends  ? 

Mr.  Cutler.  Yes. 

Mr  Garrett.  Based  on  the  output  of  70,000,000  tons  «. 

Mr.  Cutler.  Add  to  that  $100,000  on  power,  and  iriigatioH  con- 
struction, that  would  make  $800,000. 

M*.  Garrett.  $800,000? 

Mr.  Garrett.  Your  output  is  60,000,;000  tons  per  year? 

Mr.  Cutler.  Not  tons. 

Mr.  Garrett.  Oh,  no.  . 

Mr.  Cutler.  Seventy  milUon  pounds  and  a  fraction,  last  year.  It 
was  higher  the  year  before. 

Mr.  GaIrrett.  Seventy  milhon  pounds,  at  a  profit  of  70  cents  on 
the  hundred  ? 

Mr.  Cutler.  Seventy  cents  on  70,000,000  pounds  is  $490,000. 

Mr.  Garrett.  And  it  would  not  equal  the  arnount  of  the 

Mr.  Cutler.  Dividends,  at  7  per  cent  ?     No,  sir. 

Mr.  Garrett.  So  that  in  order  to  pay  those  dividends  you  are 
coinpelled  to  charge  that  price  there  in  Utah  ? 

■Mr.  Cutler.  We  are  compelled  to  sell  the  sugar  at  the  best  price 
we  can  get  for  it. 

Mr.  Garrett.  Well. 

(At  this  point  the  witness  was  excused.) 

The  Chairman.  The  next  witness,  if  there  is  nothing  further  to  be 
asked  of  Mr.  Cutler,  will  be  Mr.  Chester  S.  Morey. 

TESTIMONY  OF  CHESTER  S.  MOREY. 

(The  witness  was  sworn  by  the  chairman.) 

Mr.  Malby.  Where  do  you  reside  ? 

Mr.  Morey.  Denver,  Colo. 

Mr.  Malby.  And  what  is  your  occupation  ? 

Mr.  Morey.  At  present  I  am  president  and  until  a  couple  of  months 
ago  was  general  manager  of  the  Great  Western  Sugar  Co.,  as  well  as 
interested  in  other  matters. 

Mr.  Malby.  How  long  have  you  occupied  that  position  ? 

Mr.  Morey.  I  have  been  general  manager  and  connected  with  the 
sugar  industry  in  Colorado,  in  from  one  to  nine  factories,  since  1902. 
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I  have  only  been  president  of  the  Great  Western  Sugar  Co.  since 
Mr.  Havemeyer's  death. 

Mr.  IVIalbt.  Who  was  president  of  that  company  prior  to  that  time « 

Mr.  MoREY.  H.  O.  Havemeyer. 

Mr.  Malby.  Have  you  a  personal  interest  in  this  company  ? 

Mr.  MoREY.  Yes. 

Mr.  Malby.  What  was  the  Continental  Sugar  Co. « 

Mr.  MoREY.  I  could  not  tell  you.  I  never  heard  of  it.  I  think  it  is 
an  Ohio  concern  that  I  do  not  know  anything  about. 

Mr.  Malby.  What  does  the  beet  sugar  committee  represent  ?  Do 
you  know  of  any  such  organization  ? 

Mr.  MoREY.  I  do  not. 

Mr.  Malby.  Do  you  know  one  Charles  B.  Warren  ? 

Mr.  MoREY.  Yes. 

Mr.  ^Ialby.  Who  is  he  ? 

Mr.  MoREY.  He  is  president  of  the  Michigan  Sugar  Co.  He  has 
just  testified  here,  I  believe. 

Mr.  Malby.  So  that  you  have  no  personal  knowledge  of  who  is 
the  present  owner  of  the  Continental  Sugar  Co.  ? 

Mj.  Morey.  No,  sir. 

Mr.  Malby.  Do  you  know  whether  the  American  Sugar  Refining 
Co.  is  interested  in  it  or  not  ? 

?klr.  Morey.  I  do  not. 

Mr.  MalbY.  What  constitutes  what  is  called  the  Colorado  group 
of  sugar-refining  companies? 

Mr.  Morey.  We  have  16  sugar  factories  in  Colorado. 

Mr.  Malby.  What  constitutes  what  is  called  the  Colorado  group, 
now  controlled  by  the  Great  Western  Sugar  Co.  ? 

Mr.  MoKEY.  The  Great  Western  Sugar  Co.?  I  can  teU  you  the 
companies  that  that  company  controls. 

Mr.  Malby.  Give  us  that,  please. 

Mr.  Morey.  The  Greeley,  the  Eaton,  the  Windsor,  Fort  Collins, 
Loveland,  Lonmiont,  Brush,  Fort  Morgan,  and  Sterling. 

Mr.  Malby.  Do  you  know  what  constituted  what  is  called  the 
Colorado  group  in  1901? 

Mr.  MoEEY.  I  never  heard  anything  designated  by  that  name, 
particularly. 

Mr.  Malby.  Have  you  read  over  the  case  prepared  in  the  United 
States  Circuit  Court  for  the  Southern  District  of  New  York  ? 

Mr.  Morey.  No,  sir.  I  read  a  part  of  it,  what  I  was  interested  in, 
but  I  do  not  remember  it. 

Mr.  Malby.  There  were  at  that  time,  in  1901,  the  following  named 
companies  that  existed,  did  they  not,  to  wit,  the  Great  Western 
Sugar  Co.  at  Loveland,  Colo.  ? 

Mr.  Morey.  That  was  its  title  at  that  time. 

Mr.  Malby.  Exactly.     Do  you  know  what  its  capital  stock  was  ? 

Mr.  Morey.  I  think  it  was  $1,000,000. 

Mr.  Malby.  And  do  you  know  what  its  capacity  was  ? 

Mr.  Morey.  It  was  built  for  a  1,200-ton  plant. 

Mr.  Malby.  The  National  Sugar  Manufacturing  Co.  at  Sugar  City, 
Colo.  ? 

Mr.  Morey.  I  know  nothing  about  it. 

Mr.  Malby.  You  do  not  know  whether  that  was  among  what  we 
call  the  Colorado  group  or  not  ? 
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Mr.  MoRET.  It  was  not  in  connection  with  Mr.  Havemeyer's  hold- 
ings if  that  is  what  you  are  getting  at.     I  know  nothing  about  it. 

Mr.  Malbt.  You  know  nothing  about  it  ?  Is  there  any  such  com- 
pany existing  there  now? 

Mr.  MoRBT.  Yes. 

Mr.  Malby.  Where  does  it  do  business  ? 

Mr.  MoREY.  At  Sugar  City,  I  think. 

Mr.  Malby.  Do  you  know  anything  about  its  capacity  ? 

Mr.  Morey.  No;  only  from  hearsay.     I  have  never  been  there. 

Mr.  Malby.  Did  the  Great  Western  Sugar  Co.  acquire  any  interest 
init« 

Mr.  Morey.  No. 

Mr.  Malby.  Do  you  know  whether  the  American  Sugar  Kefining 
Co.  ever  acquired  any  interest  in  it? 

Mr.  Morey.  No,  sir. 

Mr.  Malby.  That  is,  you  do  not  know? 

Mr.  Morey.  I  do  not  know. 

Mr.  Malby.  The  Colorado  Sugar  Refining  Co.,  do  you  know  any- 
thing about  that,  located  at  Grand  Junction,  Colo.  ? 

Mr.  Morey.  No,  sir. 

Mr.  Malby.  Is  there  such  a  company  ? 

Mr.  Morey.  There  is  a  sugar  factory  there.  I  do  not  know  what 
the  title  of  it  is. 

Mr-  Malby.  Do  you  know  what  the  capacity  of  it  is  ? 

Mr.  Morey.  I  have  heard  that  that  was  a  450-ton  plant  originally. 
I  rather  think  it  has  been  enlarged,  though. 

Mr.  Malby.  Is  it  still  in  operation  ? 

Mr.  Morey.  Yes. 

Mr.  Malby.  Do  you  know  who  its  officers  are  ? 

Mr.  Morey.  Yes. 

Mr.  Malby.  Who  is  its  president  ? 

Mr.  Morey.  I  do  not  know  that  I  can  give  you  his  initials.  His 
name  is  Kinney;  J.  E.  Kinney,  I  think,  of  Colorado  Springs. 

Mr.  Malby.  Does  the  Great  Western  Sugar  Co.  have  any  interest 
in  its  stock  ? 

Mr.  Morey.  No,  sir. 

Mr.  Malby.  Are  any  of  the  officers  of  the  Colorado  Sugar  Refining 
Co.  officers  of  your  company? 

Mr.  Morey.  No,  sir. 

Mr.  Malby.  Have  they  been  in  recent  years,  to  your  knowledge? 

Mr.  Morey.  No,  sir.  Pardon  me  a  moment;  Mr.  Kinney  was  a 
partner  in  the  old  Great  Western  Co.  at  Loveland,  before  I  bought  an 
mterest  in  it.  He  was  a  quite  large  owner,  and  he  sold  out  at  the  time 
of  the  organization,  when  Mr.  Havemeyer  bought  it. 

Mr.  Malby.  You  say  that  it  is  not  a  part  of  the  Great  Western 
Sugar  Co.  as  now  constituted? 

Mr.  Morey.  No,  sir. 

Mr.  Malby.  Did  the  Great  Western  Sugar  Co.  ever  own  any  inter- 
est in  the  Colorado  Sugar  Refining  Co.  ? 

Mr.  Morey.  No,  sir;  never. 

Mr.  Malby.  You  are  quite  sure  of  that  ? 

Mr.  Morey.  I  know  that.  ■ 

Mr.  Malby.  The  American  Beet  Sugar  Co.  ? 

Mr.  Morey.  No,  sir. 
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Mr.  Malby.  At  Rocky  Ford,  Colo.;  Grand  Island,  Nebr.;  and 
Norfolk,  Nebr.  ? 

Mr.  MoBEY.  No,  sir. 

Mr.  Malby.  Do  you  know  anything  about  that  company  ? 

Mr.  MoJREY.  T  know  there  is  such  a  company. 

Mr.  Malby.  Who  is  the  president  of  that  company  ? 

Mr.  MoREY.  I  think  Mr.  Duvall,  in  New  York,  is  president  of  that 
company. 

Mr.  Malby.  What  are  liis  initials  ? 

Mr.  MoREY.  I  do  not  remember. 

Mr.  Malby.  Do  you  know  what  the  capacity  of  that  company  is  ? 

Mr.  MoREY.  That  was  built  as  a  1,200-ton  plant.  I  thmk  that 
has  been  enlarged  since. 

Mr.  Malby.  It  operates  a  refinery  at  Rocky  Ford,  Colo.,  one  at 
Grand  Island,  Nebr.,  and  one  at  Norfolk,  Nebr.? 

Mr.  MoREY.  They  moved  from  Norfolk,  Nebr.,  to  Las  Animas,  I 
believe. 

Mr.  Malby.  Do  you  say  that  the  Great  Western  Sugar  Co.  has  no 
interest,  a.nd  has  never  had  any  interest  in  what  is  called  the  American 
Beet  Susar  Co.  ? 

Mr.  IMtoREY.  Yes. 

Mr.  Malby.  Or  in  the  Rocky  Ford  Company  ? 

Mr.  MoREY.  Yes. 

Mr.  Malby.  Or  in  Norfolk? 

Mr.  MoREY.  Yes. 

Mr.  Malby.  Or  Grand  Island  1 

Mr.  Morey.  Never  had  any  interest  in  any  of  them,  in  any  way, 
shape,  or  form. 

Mr.  Malby.  Never  had  any  interest  in  any  of  them  ? 

Mr.  Morey.  No,  sir. 

Mr.  Malby.  Now,  when  was  the  Great  Western  Sugar  Co.  incor- 


porated ? 
Mr.  Morey. 
Mr.  Malby. 
Mr.  Morey. 


I  think  it  was  in  January,  1905,  if  I  remember  correctly. 

Januarv^,  1905? 

I    am   not   sure.     [After   consulting   memorandum.] 
Yes;  it  was  incorporated  in  January,  1905. 
Mr.  Malby.  What  was  its  capital  stock  ? 
Mr.  Morey.  It  was  incorporated  originally  for  $20,000,000. 
Mr.  Malby.  Has  it  been  increased  since  that  time  ? 
Mr.  Morey.  Yes. 
Mr.  Malby.  How  much? 
Mr.  Morey.  $10,000,000. 
Mr.  Malby.  It  is  now  $30,000,000  ? 
Mr.  Morey.  Yes. 

Mr.  Malby.  All  preferred  or  common  ? 
Mr.  Morey.  Half  each. 

Mr.  Malby.  And  it  now  takes  in  the  companies  which  you  have 
mentioned,  does  it  ? 

Yes;  nine  factories. 

Now,  I  will  just  see 


Mr.  Morey. 

Mr.  ]V1a.lby. 
the  Greeley  ? 
Mr.  Morey. 
Mr.  Malby. 
Mr.  Morey. 


if  I  have  them  all  here.     First, 


Yes. 

The  Eaton? 

Yes. 
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Mr.  Malby.  Longmont  ? 

Mr.  MoEET.  Yes. 

Mr.  Malby.  Loveland  ? 

Mr.  MoESY.  Yes. 

Mr.  Malby.  Windsor  ? 

Mr.  MoREY.  Yes. 

Mr.  Malby.  Fort  Collins  ? 

Mr.  MoEEY.  Yes. 

Mr.  Malby.  Sterling  ? 

Mr.  MoEEY.  Yes. 

Mr.  Malby.  Brush  ? 

Mr.  MoEEY.  Yes. 

Mr.  Maley.  Fort  Morgan  ? 

Mr.  Mosey.  Yes. 

Mr.  Malby.  Billings  ? 

Mr.  MoREY.  The  Great  Western  own  the  stock  of  the  Billings  fac- 
tory, hut  not  the  plant,  as  we  do  in  the  other  cases. 

Mr.  Malby.  Scottsblulf,  .Nebr.« 

Mr.  MoREY.  We  have  just  finished  the  factory  there. 

Mr.  Malby.  Who  owns  that  ? 

Mr.  MoREY.  The  Scottsbluff  Sugar  Co.  The  Great  Western  Sugar 
Co.  own  the  stock,  all  of  it. 

Mr.  Malby.  That  is  what  I  wanted  to  know.  And  also  in  the  case 
of  Billings,  does  the  Great  Western  Sugar  Co.  own  the  stock? 

Mr.  MoREY.  Yes;  all  of  it. 

Mr.  Malby.  Now  will  you  give  the  capacity  of  the  Greeley  Co.  1 

Mr.  MoREY.  As  originally  constructed  ? 

Mr.  Malby.  Yes. 

Mr.  MoREY.  Six  hundred  tons. 

Mr.  Malby.  Has  it  increased  its  capacity  ? 

Mr.  Morey.  I  think  we  have  increased  it.     I  know  we  have. 

Mr.  Malby.  To  what  quantity  ? 

Mr.  Morey.  Well,  I  should  say  800  tons. 

Mr.  Malby.  What  is  its  present  output  ? 

Mr.  Morey.  That  all  depends  on  the  season,  and  how  many  beets 
we  get. 

Mr.  Malby.  What  is  its  capacity  then  ? 

Mr.  Morey.  Eight  hundred  tons  of  beets. 

Mr.  Malby.  What  is  the  slicing  capacity  ? 

Mr.  Morey.  That  is  the  slicing  capacity,  800  tons  of  beets. 

Mr.  Malby.  Eight  hundred  tons  of  beets.  Yes;  it  says  here, 
"Daily  slicing  capacity,  800  tons."  What  is  the  capacity  of  the 
Eaton  Co.  ? 

Mr.  Morey.  I  should  say  the  same. 

Mr.  Malby.  And  the  Longmont  ? 

Mr.  Morey.  Well,  it  is  a  matter  of  estimate.  We  have  shced  up 
as  high  as  2,000  tons,  but  on  an  average  I  should  say  1,600  tons. 

Mr.  Malby.  And  the  Loveland  ? 

Mr.  Morey.  About  1,400. 

Mr.  Malby.  And  the  Windsor  ? 

Mr.  Morey.  About  800. 

Mr.  Malby.  And  Fort  Collins  ? 

Mr.  Morey.  One  thousand  and  eight  hundred. 

Mr.  Malby.  And  the  Sterling? 


AMEBICAN    SUGAR   REFINING    CO.  859 

Mr.  MoREY.  Eight  hundred. 
Mr.  Malby.  And  the  Brush  ? 
Mr.  MoREY.  Eight  hundred. 
Mr.  Malby.  The  Fort  Morgan  « 
Mr.  MoREY.  Eight  hundred. 
Mr.  Malby.  And  the  Bilhngs  ? 

Mr.  MoEEY.  One  thousand  and  four  hundred  or  one  thousand  and 
five  hundred. 

Mr.  Malby.  And  the  Scottsbluff  is  intended  to  be  what  ? 
Mr.  MoREY.  About  the  same,  1,400  or  1,500  tons. 
Mr.  Malby.  Now,  was  each  of  those  companies  doing  a  separate 
and  independent  business  prior  to  the  organization  of  the  Great 
Western  Sugar  Co.  ? 
Mr.  MoREY.  No,  sir;  not  all  of  them. 
Mr.  Malby.  All  except  the  two  last  mentioned  ? 
Mr.  MoREY.  No ;  not  all  of  those. 

Mr.  Malby.  Which  were  doing  a  separate  business  prior  to  the 
organization  of  the  Great  Western  ? 

Mr.  MoREY.  Greeley,  Eaton,  Windsor,  Fort  Colhns. 
Mr.  Malby.  What  about  the  Sterlmg? 

Mr  MoREY    I  was  just  looking  to  see.     What  ones  have  I  named 
there  now? 

Mr.  Malby.  You  have  named  Greeley,  Eaton,  Windsor,  and  Fort 
Collins. 

Mr.  MoREY.  Loveland  and  Longmont.  You  have  got  six  now, 
have  you  not  ? 

Mr.  Malby.  I  have  got  six.     The  Sterling  Co.,  was  that  in  business  ? 
Mr.  MoREY.  No,  it  was  not  in  business.     It  was  just  being  consid- 
ered, I  think. 

Mr.  Malby.  By  "being  considered"  what  do  I  understand  you  to 
mean  ? 

Mr.  Morey.  The  Sterling  plant  was  built  in  1905,  and  we  incor- 
porated it  in  January,  1905. 

Mr.  Malby.  Was  it  a  factory  which  was  built  by  the  Great  Western  ? 
Mr.  Morey.  It  was  built  by  the  old  stockholders,  the  same  stock- 
holders, practically. 

Mr.  Malby.  Upon  its  construction  it  became  a  part  of  the  property 
of  the  Great  Western  Sugar  Co.  ? 
Mr.  Morey.  Yes. 

Mr.  Malby.  Now,  what  about  the  Brush  ? 
Mr.  Morey.  That  was  constructed  in  the  year  1906. 
Mr.  Malby.  By  the  same  company  ? 

Mr.  Morey.  By  the  Morgan  County  Construction  Co.,  but  by  the 
same  parties. 

Mr.  Malby.  By  the  Morgan  County  Construction  Co..  ? 

Mr.  Morey.  Yes. 

Mr.  Malby.  That  is  the  company  which  constructed  the  Sterling, 

too «  ' 

Mr.  Morey.  No,  sir;  we  incorporated  the  Sterling  Sugar  Co.,  and 
we  built  that  ourselves. 

Mr.  Malby.  The  money  that  went  to  its  construction  was  furnished 
by  the  Great  Western  Sugar  Co.  ? 

Mr.  Morey.  By  the  individuals  that  composed  or  owned  these 
other  factories  that  afterwards  became  the  Great  Western  Sugar  Co. 
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Mr.  Malby.  Was  the  stock  subsequently  purchased  by  the  Great 
Western  Sugar  Co.  ? 

Mr.  MoREY.  Yes,  sir. 

Mr.  Malby.  Immediately  upon  its  completion  ? 

Mr.  MoREY.  The  property  was  purchased,  the  property  m  fee, 
instead  of  the  stock.  .  ,    i.    v,      .     i  o 

Mr.  Malby.  The  property  was  purchased  mstead  ot  the  stock «. 

Mr.  MoREY.  Yes.  .      . 

Mr.  Malby.  Was  the  property  paid  for  by  the  issumg  of  stock  by 
the  Great  Western  Co.  ? 

Mr.  Morey.  Yes. 

Mr.  Malby.  Was  that  substantially  immediately  upon  its  comple- 
tion ? 

Mr.  Morey.  As  soon  after  as  convenient.     I  do  not  remember, 

exactly. 

Mr.  Malby.  Was  it  originally  created  as  a  separate  identity,  or 
was  it  a  part  of  the  Great  Western  Sugar  Co.  ? 

Mr.  Morey.  Oh,  we  built  the  factory. 

Mr.  Malby.  You  built  the  factory  ? 

Mr.  Morey.  Yes. 

Mr.  Malby.  That  is  what  I  wanted  to  know.  I  was  making 
inquiry  about  the  Sterling  plant,  I  believe.  What  do  you  say  about 
the  Brush  Co. ?  . 

Mr.  Morey.  The  Morgan  County  Construction  Co.  built  the 
Brush  factory  and  the  Fort  Morgan  factory. 

Mr.  Malby.  And  they  were  both  of  them  acquired  by  the  Great 
Western  Sugar  Co.  ? 

Mr.  Morey.  Yes. 

Mr.  Malby.  And  they  were  acquired  by  the  issuing  of  the  stock  of 
the  Great  Western  Sugar  Co.  ? 

Mr.  Morey.  Yes. 

Mr.  Malby.  Did  they  have  a  separate  identity  before  that  time  ? 

Mr.  Morey.  Yes. 

Mr.  Malby.  Were  they  manufacturing  sugar  on  their  own  account 
before  they  were  acquired  ? 

Mr.  Morey.  I  think  they  were  consolidated  before  they  ever  had 
any  sugar  to  sell. 

Mr.  Malby.  How  did  you  acquire  them — by  the  transfer  of  real 
property  ? 

Mr.  Morey.  The  real  property. 

Mr.  Malby.  They  had  no  stock  issued  ? 

Mr.  Morey.  Yes;  there  was  stock  issued,  but  we  bought  the  prop- 
erty in  all  those  factories. 

Mr.  Malby.  Was  not  the  stock  turned  over  ? 

Mr.  Morey.  Yes;  and  canceled. 

Mr.  Malby.  In  both  companies — and  canceled? 

Mr.  Morey.  The  companies  were  out  of  business;  most  of  them. 

Mr.  Malby.  What  was  the  Eaton  Sugar  Co.?  Was  that  a  com- 
pany which  had  existed  prior  to  your  organization  ? 

Mr.  Morey.  I  think  they  were  organized  about  the  same  time  that 
we  organized  the  Greeley,  or  that  I  became  interested  in  Greeley. 
That  was  the  first  factory  that  I  had  anything  to  do  with. 

Mr.  Malby.  Do  you  know  whether  the  American  Sugar  Refining 
Co.  purchased  the  capital  stock  of  the  Eaton  Sugar  Co.  ? 
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Mr.  MoREY.  I  think  they  purchased  some  of  it. 

Mr.  Malby.  Do  you  know  how  much « 

Mr.  MoREY.  No:  I  do  not. 

Mr.  Malby.  Do  you  know  whether  they  had  a  majority  of  it  ornot  ? 

Mr.  MoREY.  I  would  say  they  did. 

Mr.  Malby  The  Eaton  Co.  was  organized  about  what  time;  can 
you  tell  the  date  ? 

Mr.  MoREY.  About  the  time  of  the  Greeley. 

Mr.  Malby.  What  date  would  that  be  ? 

Mr.  Morey.  The  Eaton  and  Greeley  factories  were  built  during  the 
years  1901  and  1902.  They  must  have  been  organized  early  in  1901, 
I  should  say. 

Mr.  Malby.  Did  the  American  Sugar  Refuiing  Co.  also  purchase 
the  Great  Western  Sugar  Co.  about  that  time? 

Mr.  Morey.  It  did;  that  is,  they  purchased  an  interest  in  it. 

Mr.  Malby.  How  much  of  an  interest  did  they  purchase  ? 

Mr.  Morey.  I  understood  that  they  purchased  a  half  interest,  but 
I  do  not  know. 

Mr.  Malby.  The  American  Sugar  Refining  Co.  also  purchased  the 
stock  of  the  Greeley  Sugar  Co.  ? 

Mr.  Morey.  They  purchased  an  interest  in  it. 

Mr.  Malby.  How  much  of  an  interest  ? 

Mr.  Morey.  Rather  a  large  interest,  I  think. 

Mr.  Malby.  A  half  interest,  or  more  ? 

Mr.  Morey.  I  think  it  amounted  to  more.  First  they  only  wanted 
a  half  interest;  they  did  not  care  for  more 

Mr.  Malby.  Then  they  purchased  a  little  more  than  that  ? 

Mr.  Morey.  Yes. 

Mr.  Malby.  So  that  all  these  purchases  were  made  about  1902, 
were  they  not  ? 

Mr.  Morey.  Yes. 

Mr.  Malby.  So  that  at  that  time  the  American  Sugar  Refining  Co. 
controlled  the  Eaton  Sugar  Co.,  the  Great  Western  Sugar  Co.,  and 
the  Greeley  Sugar  Co.  ? 

Mr.  Morey.  Yes.     They  had  a  half  interest  in  the  Great  Western. 

Mr.  Malby.  They  had  a  half  or  greater  than  a  half  interest  in  the 
Great  Western. 

Mr.  Morey.  I  say,  either  a  half  interest  or  more  than  half  in  each 
of  the  companies  named  ? 

Mr.  Morey.  Yes,  sir. 

Mr.  Malby.  The  Windsor  Sugar  Co.,  what  do  you  know  about  that  ? 

Mr.  Morey.  I  know  that  it  has  a  factory  that  was  organized  in 
Windsor  and  was  afterwards  acquired  and  put  in  with  our  other 
companies. 

Mr.  Malby.  Did  it  have  a  separate  identity  at  any  time,  independ- 
ent of  the  Great  Western  Sugar  Co.  ? 

Mr.  Morey.  It  did  for  a  time;  not  up  to  the  time  of  completion. 
I  think  they  got  into  trouble  financially,  and  before  they  finished  and 
had  any  sugar  to  sell,  or  did  any  business,  they  had  parted  with  a  good 
deal  of  the  stock. 
Mr.  Malby.  Whom  did  they  part  with  the  stock  to  ? 
Mr.  Morey.  Different  ones.  I  bought  some  of  the  stock,  and  other 
people  in  Colorado  bought  quite  a  lot  of  that  stock. 

Mr.  Malby.  Did  the  American  Sugar  Refining  Co.  purchase  a 
majority  of  this  company's  stock  ? 
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Mr.  MoEEY.  Mr.  Havemeyer  purchased,  or  I  purchased  for  him,  a 
large  amount;  I  should  say  more  than  a  majority. 

Mr.  Malby.  Was  that  for  Mr.  Havemeyer  personally  or  for  the 
American  Sugar  Refining  Co.  ? 

Mr.  MoREY.  I  did  not  know. 

Mr.  Malby.  Do  you  now  know  ? 

Mr.  Moeey.  No,  I  do  not  know  what  part  of  it 

Mr.  Malby.  Who  has  voted  that  stock  since  it  was  purchased  by 
Mr.  Havemeyer? 

Mr.  MoREY.  For  a  long  time  the  stock  owned  by  the  trust  was 
voted  by  Mr.  Heike  and  Mr.  Donner. 

Mr.  Malby.  Well,  tell  ine  whether  they  voted  this  particular  stock 
as  representatives  of  the  American  Sugar  Refining  Co.  ?  ««^ 

Mr.  MoREY.  I  do  not  remember,  but  I  know  they  had  some  of  it, 
and  that  Mr.  Havemeyer  personally  had  some.  But  I  could  not  tell 
you  the  quantities. 

Mr.  Malby.  Mr.  Heike  at  that  time  was  secretary  of  the  American 
Sugar  Refining  Co.  ? 

Mr.  MoREY.  Yes. 

Mr.  Malby.  And  who  was  the  other  gentleman  that  you  named  ? 

Mr.  MoREY.  Arthur  Donner  was  the  treasurer. 

Mr.  Malby.  Arthur  Donner  was  the  treasurer  ? 

Mr.  MoREY.  Yes. 

Mr.  Malby.  Both  of  them  were  connected  with  the  American  Sugar 
Refining  Co.  in  that  capacity  ? 

Mr.  MoREY.  Yes. 

Mr.  Malby.  And  they  voted  the  stock  of  the  Windsor  Sugar  Co^  ? 

Mr.  MoRBY.  Their  holdings,  whatever  they  were. 

Mr.  Malby.  You  say  it  was  a  majority,  if  you  remember? 

Mr.  MoREY.  Yes;  I  should  think  it  was. 

Mr.  Malby.  Do  you  know  what  that  was  capitalized  for? 

Mr.  MoREY.  I  think  $600,000. 

Mr.  Malby.  It  says  here  1750,000.  Does  that  refresh  your  recol- 
lection any? 

Mr.  Morey.  Yes;  I  think  it  would  be.     I  had  forgotten  that. 

Mr.  Malby.  Did  you  know  who  the  promoters  of  that  sugar  com- 
pany were,  from  the  beginning  ? 

Mr.  Morey.  Yes. 

Mr.  Malby.  Who  were  they  ? 

Mr.  Morey.  Mr.  W.  D.  Hoover,  and  a  man  who  is  dead.  I  can  not 
think  of  his  name. 

Mr.  Malby.  Was  the  stock  of  the  Windsor  Sugar  Co.  secured  by  the 
American  Sugar  Refining  Co.  consequently  to  their  acquirement  of 
the  Eaton  Co.,  the  Great  Western,  and  the  Greeley,  or  about  the 
same  time? 

Mr.  Morey.  Along  about  the  same  time.     No ;  that  was  afterwards. 

Mr.  Malby.  You  think  the  Greeley  was  afterwards  ? 

Mr.  Morey.  No  ;  the  Windsor  was  afterwards.  The  Loveland  was 
the  first,  the  Greeley  was  the  second  interest,  and  the  Eaton  was  the- 
third. 

Mr.  Malby.  I  am  not  asking  you  that  question. 

Mr.  Morey.  Well. 

Mr.  Malby.  Just  wait  a  moment.  I  asked  you  whether  the 
Wmdsor  Sugar  Co.  was  acquired  by  the  American  Sugar  Refining  Co. 


AMEEICAN    SUGAR    EEFINING    CO.  863 

after  it  had  acquired  an  interest  in  the  Eaton  Co.,  the  Great  Western, 
and  the  Greeley  ? 

Mr.  MoREY.  I  think  it  was. 

Mr.  Malby.  You  think  it  was  after « 

Mr.  MoREY.  Yes. 

Mr.  Malby.  Was  it  not  about  March,  1903,  that  the  American 
Sugar  Eefining  Co.  obtained  an  interest  in  this  company? 

Mr.  Morey.  I  could  not  say. 

Mr.  Malby.  Do  you  know  what  the  motive  was  on  the  part  of  the 
promoters  in  selling  out  the  Windsor  Co.  ? 

Mr.  Morey.  They  were  short  of  funds  to  complete  it,  and  the  first 
year's  campaign  they 

Mr.  Malby.  Do  you  think  that  the  purchase  of  the  Eaton  and  the 
Great  Western  and  the  Greeley  hj  the  American  Sugar  Refining  Co. 
had  anything  to  do  with  it  ? 

Mr.  Morey.  That  I  could  not  say. 

Mr.  Malby.  Have  you  any  opinion  upon  that  point  ? 

Mr.  Morey.  No;  I  have  not. 

Mr.  Malby.  Have  you  ever  had  any  conversation  with  anyone 
connected  with  the  Windsor  Co.  indicating  that  one  of  the  causes 
which  induced  them  to  sell  out  was  the  fact  that  the  American  Sugar 
Refining  Co.  was  acquiring  various  other  factories  located  in  the 
State  of  Colorado  ? 

Mr.  Morey.  It  might  have  had  something  to  do  with  it. 

Mr.  Malby.  I  say,  have  you  heard  that  ? 

Mr.  Morey.  I  do  not  remember  any  conversation  with  anyone  in 
that  particular. 

Mr.  Malby.  The  prospect  of  the  Windsor  Co.  doing  business  in 
that  locality  after  the  American  Sugar  Refining  Co.  had  gone  in  was 
not  very  bright,  was  it  ? 

Mr.  Morey.  No;  the  factory  was  badly  located.  It  was  right  in 
between  two  other  factories,  8  miles  from  one  and  12  miles  from 
another. 

Mr.  Malby.  Yes. 

Mr.  Morey.  I  think  they  got  worried  about  their  location. 

Mr.  Malby.  Did  the  Windsor  Co.  ever  go  into  active  operation  ? 

Mr.  Morey.  Proir  to  their  selling  this  plant  ? 

Mr.  Malby.  At  any  time. 

Mr.  Morey.  I  think  they  did. 

Mr.  Malby.  Are  you  sure  that  they  did  ? 

Mr.  Morey.  Yes;  quite  sure. 

Mr.  Malby.  Was  it  after  the  stock  had  been  acquired  by  the 
American  Sugar  Refining  Co.,  or  before. 

Mr.  Morey.  After,  I  think. 

Mr.  Malby.  You  think  it  was  operated  after  1 

Mr.  Morey.  Yes. 

Mr.  Malby.  For  what  period  of  time  ? 

Mr.  Morey.  Until  it  was  old  out  to  the  Great  Western  Co. 

Mr.  Malby.  And  it  was  sold  out  to  the  Great  Western  Co.  in  what 
year? 

Mr.  Morey.  In  1905. 

Mr.  Malby.  In  1905? 

Mr.  Morey.  Yes. 

Mr.  Malby.  Is  it  now  in  operation  ? 
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Mr.  MoREY.  Yes. 

Mr.  Malbt.  Is  it  a  paying  institution  ? 

Mr.  MoREY.  It  was  not  the  first  year. 

Mr.  Malby.  None  of  them  pay  very  well  the  first  year,  do  they  ? 

Mr.  Morey.  Not  usually;  no,  sir. 

Mr.  Malby.  This  has  paid  after  the  first  year,  has  it  ? 

Mr.  MoREY.  Yes. 

Mr.  Malby.  Now,  it  has  proven  by  its  actual  operation  that  it 
was  fairly  well  located  for  business,  has  it  not  ? 

Mr.  Morey.  Yes;  we  have  all  been  surprised  that  we  got  as  many 
beets  for  those  factories,  that  are  so  close  together,  as  we  have  done. 

(At  5  o'clock  p.  m.,  the  committee  adjourned  until  to-morrow, 
Saturday,  June  24,  1911,  at  10  o'clock  a.  m.) 
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Special  Committee  on  the  Investigation 
or  THE  American  Sugar  Eefining  Co.  and  Others, 

House  of-  Representatives, 

June  2/1.,  1911. 
The  committee  met  at    10  o'clock  a.  m.,  Hon.  Thomas  W.  Hard- 
wick  (chairman)  presiding. 

TESTIMONY  OF  CHESTER  S.  MOEEY— Continued. 

Mr.  Morey.  Mr.  Chairman,  may  I  correct  a  statement  regarding 
the  slicing  capacities  ?     I  did  not  give  them  exactly  right  yesterday. 

Mr.  Malby.  They  were  a  little  larger  than  those  mentioned  in  the 
schedule  here,  but  I  did  not  call  your  attention  to  them  because 
you  stated  some  of  them  had  increased  in  capacity,  and  I  supposed 
that  represented  the  increase  in  capacity. 

Mr.  MoRBY.  What  is  known  there  as  the  old  Great  Western  of 
Colorado  was  originally  constructed  as  a  600-ton  plant  and  then  en- 
larged, making  it  a  1,200-ton  plant,  a  little  later;  and  the  same  thing 
applies  to  the  Longmont  factory,  which  was  originally  built  as  a 
600-ton  plant,  but  was  so  built  that  the  additional  machinery  could 
be  put  into  it. 

The  Chairman.  The  first  one  was  the  Loveland  factory  ? 

Mr.  MoREY.  Yes;  it  was  called  the  Great  Western. 

The  Chairman.  Located  where  ? 

Mr.  MoREY.  At  Loveland,  and  the  other  one  at  Longmont.  Both 
of  those  plants  were  originally  only  600-ton  plants,  and  enlarged. 
Then,  afterwards,  you  asked  me  what  they  had  been  increased  to. 

Mr.  Malby.  Yes. 

Mr.  Morey.  I  would  say  that  instead  of  the  different  amounts  I 
gave  yesterday  that  every  factory  we  have  has  been  increased-y-not 
referring  to  this  doubling  up  at  all,  because  that  was  entirely  differ- 
ent—but we  have  added  more  pans  and  more  centrifugals  and  more 
machinery  of  different  kinds,  so  that  the  capacity  has  been  increased 
from  33J  per  cent,  on  every  factory  we  have,  up  to  50  per  cent.  It 
is  hard  to  tell  just  what  the  capacity 

Mr.  Malby  (uiterposing) .  I  see  here  that  the  companies  named, 
including  the  Billings  and  the  Scottsbluff,  that  the  aggregate  is  9,700 
tons.     Now,  can  you  tell  me  about  what  the  aggregate  is  now  ? 

Mr.  Morey.  No.  I  was  goin^  to  say,  it  is  hard  to  tell,  because  so 
much  depends  on  the  quality  of  beets  as  to  what  a  factory  can  slice 
during  a  season. 

Mr.  Malby.  Yes,  and  I  do  not  think  it  is  so  very  material,  anyway. 
We  have  it  near  enough  for  all  practical  purposes. 
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Mr.  MoREY.  Yes,  I  think  so. 

Mr.  Malby.  When  we  closed  last  evening  we  were  inquiring  about 
the  Windsor  Sugar  Co.  of  Colorado.  At  the  risk  of  repetition,  I  will 
ask  you  who  owns  the  capital  stock  of  that  company  at  the  present 
time. 
Mr.  MoEEY.  The  Great  Western  Sugar  Co.  owns  the  property. 
Mr.  Malby.  It  secured  the  property  by  an  exchange  of  stock  of  the 
Great  Western  Sugar  Co.  ? 

Mr.  Moeey.  Yes. 

Mr.  Malby.  Do  you  know  how  much  it  was  capitalized  at  ? 

Mr.  MoEEY.  At  that  time  ? 

Mr.  Malby.  Yes. 

Mr.  Moeey.  I  think  it  was  $750,000. 

Mr.  Malby.  Who  is  Chester  S.  Morey  ? 

Mr.  Moeey.  That  is  myseK. 

Mr.  Malby.  Is  there  such  a  sugar  company  as  the  Longmont  Sugar 
Co.;  that  is  the  one  you  referred  to? 

Mr.  Morey.  Yes,  sir. 

Mr.  Malby.  When  was  that  incorporated? 

Mr.  Morey.  I  think  early  in  1903. 

Mr.  Malby.  The  statement  here  is  March,  1902. 

Mr.  Moeey.  1902  ? 

Mr.  Malby.  Would  that  be  your  present  recollection,  or  have  you 
the  absolute  date  ? 

Mr.  Moeey.  I  think  that  statement  there  would  be  correct,  but  I 
am  not  sure.  I  have  a  memorandum  here  that  the  Longmont  factory 
was  built  during  the  year  1903,  and  that  the  first  campaign  began  in 
1903,  so  I  imagine  that  statement  is  correct  as  to  the  incorporation. 

Mr.  Malby.  That  is,  it  might  have  been  incorporated  in  March, 
1902,  and  then  constructed  in  1903  ? 

Mr.  Moeey.  Yes,  sir. 

Mr.  Malby.  Do  you  remember  the  amount  of  capital  stock? 

Mr.  Moeey.  No ;  I  do  not. 

Mr.  Malby.  Have  you  any  means  of  ascertaining  what  the  capital 
stock  was  ? 

Mr.  Moeey.  I  can  find  out  by  telegraphing  to  Denver,  of  course. 

Mr.  Malby.  Mr.  Morey,  it  is  quite  important,  among  other  things, 
we  should  know  the  amount  of  the  original  capital  stock  of  all  the 
companies. 

Mr.  Moeey.  I  would  be  very  glad  to  furnish  the  exact  amount  of 
all  those  corporations,  but  it  is  hard  to  remember  so  many  of  them. 

Mr.  Malby.  Yes;  I  appreciate  that.  I  want  the  capital  stock  of 
each  one  of  the  companies  which  went  into  the  Great  Western  Sugar 
Co.,  the  capitalization  prior  to  their  being  taken  in. 

Mr.  Moeey.  At  the  time  they  were  organized  ? 

Mr.  Malby.  Yes ;  or  if  there  was  an  increase  of  capital  at  the  time 
you  took  them  in,  I  would  like  to  have  that  appear  in  it. 

Mr.  Moeey.  Then  you  want  the  capital  stock  at  the  time  of  the 
consolidation — at  the  time  the  Great  Western  bought  them  out  ? 

Mr.  Malby.  Yes ;  that  is  one  question,  and  I  also  want  the  amount 
of  Great  Western  stock  issued  in  exchange  for  theproperty,  whether 
that  be  the  same  as  their  capitalization  or  not.  Was  the  Longmont 
Co.  operated  as  an  independent  sugar  company  from  1903  up  to  1905? 
I    Mr.  Morey.  Yes,  sir. 
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Mr.  Malby.  Do  you  recall  who  was  the  president  of  the  company 
during  that  period  ? 

Mr.  MoKET.  I  think  I  was. 

Mr.  Malby.  At  that  time  negotiations  were  had  with  the  Great 
Western  Sugar  Co.  by  which  it  was  consolidated  with  the  Great  West- 
ern Sugar  Co.  ? 

Mr.  MoEEY.  You  mean  the  old  Great  Western  Sugar  Co.  or  the  new  ? 

Mr.  Malby.  The  new,  I  judge. 

Mr.  MoEEY.  No;  nothing  of  that  kind  was  thought  of  when  that 
was  built. 

Mr.  Malby.  I  say,  in  1905  was  it  consolidated? 

Mr.  MoREY.  Oh,  yes.     It  was  bought  out  by  the  Great  Western. 

Mr.  Malby.  Is  the  date,  1905,  correct? 

Mr.  MoREY.  Yes,  sir. 

Mr.  Malby.  Was  it  engaged  in  the  general  sale  of  sugar  in  Colorado 
and  the  adjoining  States? 

Mr.  MoREY.  Yes,  sir. 

Mr.  Malby.  And  doing  generally  an  interstate  business  with  refer- 
ence to  its  product — that  is,  it  operated  in  more  than  one  State  ? 

Mr.  MoEEY.  I  think  so.  We  sold  all  our  sugar  in  Colorado.  The 
sales  were  all  made  there. 

Mr.  Malby.  But  where  were  they  distributed  ? 

Mr.  MoEEY.  Distributed  out  of  the  State;  yes,  sir. 

Mr.  Malby.  Your  office  was  in  Colorado,  but  the  sales  were  made 
for  points  outside  of  Colorado  and  in  different  States  ? 

Mr.  MoRBY.  Yes,  sir. 

Mr.  Malby.  Do  you  recall  the  Fort  Collins  Sugar  Co.  ? 

Mr.  MoREY.  The  Fort  ColUns  (Colo.)  Sugar  Co.  ? 

Mr.  Malby.  Yes. 

Mr.  MoREY.  Yes,  sir. 

Mr.  Malby.  Was  that  company  incorporated  in  Colorado  ? 

Mr.  MoREY.  I  think  that  is  a  Colorado  corporation;  yes,  sir. 

Mr.  Malby.  And  did  they  erect  a  beet-sugar  factory  at  Fort 
Collins  ? 

Mr.  MoREY.  Yes,  sir. 

Mr.  Malby.  When  was  it  incorporated  ?  I  will  give  you  the  date 
given  here,  and  see  if  that  agrees  with  the  date  you  have.  It  is  stated 
here  as  October,  1903.  ,      t^        /-,  n- 

Mr.  MoREY.  I  have  a  memorandum  here  that  the  Fort  Collms 
factory  was  built  during  the  years  1903  and  1904. 

Mr.  Malby.  And  it  probably  was  incorporated  some  time  prior  to 
that,  about  the  latter  part  of  1902  ? 

Mr.  MoREY.  Yes;  I  think  so. 

Mr.  Malby.  When  did  it  go  into  operation  ? 

Mr.  MoEEY.  Not  until  January,  1904. 

Mr.  Malby.  Who  was  the  president  of  that  company  ? 

Mr.  MoREY.  I  think  B.  B.  Hottel  was  president  of  that  company. 

Mr.  Malby.  Where  does  he  live  ? 

Mr.  MoREY.  At  Fort  Collins. 

Mr.  Malby.  Does  he  live  there  now  ? 

Mr.  MoREY.  Yes,  sir.  .        .   i       ;.    .       , 

Mr.  Malby.  What  was  the  capacity  of  that  factory  '. 

Mr.'  MoREY.  One  thousand  two  hundred  tons,  I  think. 

Mr!  Malby.  Do  you  remember  what  its  capitahzation  was  ? 
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Mr.  MoREY.  No;  I  do  not. 

Mr.  Malby.  That  will  be  included  in  the  other  statement  ? 

Mr.  MoREY.  Yes. 

Mr.  Malby.  It  was  engaged  in  the  manufacture  of  sugar  independ- 
ent of  all  other  corporations,  during  that  year  ? 

Mr.  MoREY.  Yes,  sir. 

Mr.  Malby.  And  up  to  1905  ? 

Mr.  MoREY.  Yes,  sir. 

Mr.  Malby.  Was  the  property  then  acquired  by  the  Great  Western 
Co.? 

Mr.  Morey.  Yes. 

Mr.  Malby.  And  is  held  and  owned  by  the  Great  Western  Sugar 
Co.  at  the  present  time  1 

Mr.  Morey.  Yes,  sir. 

Mr.  Malby.  And  operated  by  it  ? 

Mr.  Morey.  Yes. 

Mi.  Malby.  Either  at  the  time  of  its  incorporation  or  thereafter, 
of  the  two  companies  named,  to  wit,  the  Longmont  Sugar  Co.  and 
the  Fort  Collins  (Colo.)  Sugar  Co.,  did  the  American  Sugar  Co.  own 
any  stock  in  either  or  both  of  those  concerns  ? 

Mr.  Morey.  I  think  they  did  own  a  large  amount  of  stock.  It 
could  not  have  been  built  without  them. 

Mr.  Malby.  Were  they  in  it  at  the  beginning  ? 

Mr.  Morey.  I  do  not  know  about  the  Fort  Collins  (Colo.)  Sugar 
Co.,  because  I  was  not  one  of  the  organizers.  They  were  in  at  the  be- 
ginning of  the  Longmont  Co.;  I  know  that. 

Mr.  Malby.  Did  they  own  a  majority  of  the  stock  in  the  Longmont 
Co.? 

Mr.  Morey.  Yes. 

Mr.  Malby.  And  continued  to  own  it  up  to  the  time  it  was  acquired 
by  the  Great  Western  Sugar  Co.  ? 

Mr.  Morey.  Yes,  sir. 

Mr.  Malby.  And  received  their  pro  rata  share  of  stock  in  return 
at  the  time  of  the  consolidation  ? 

Mr.  Morey.  Yes.  In  saying  that  I  mean  either  Mr.  Havemeyer  or 
the  American  Sugar  Refining  Co.,  I  do  not  know  which. 

Mr.  Malby.  Either  one  or  the  other  ? 

Mr.  Morey.  Yes. 

Mr.  Malby.  Either  Mr.  H.  O.  Havemeyer  or  the  American  Sugar 
Refining  Co.  ? 

Mr.  Morey.  That  is  right.  They  could  not  have  been  built  if  they 
had  not  furnished  the  money. 

Mr.  Malby.  They  furnished  the  money  for  both  of  these  plants, 
did  they  not  ? 

Mr.  Morey.  They  furnished  the  most  of  it.  The  Fort  Collins 
Co.  was  in  trouble  of  some  kind.  I  am  not  familiar  with  that  because 
I  was  not  connected  with  it  at  that  time.  But  they  were  the  original 
subscribers  for  the  Longmont  factory,  and  caused  it  to  be  built,  and 
the  same  applies  to  the  Windsor,  which  you  asked  me  about  last 
night.  They  furnished  the  money  to  build  it.  It  could  not  have 
been  built  without  them. 

Mr.  Malby.  Can  you  give  me  the  relations  which  existed  between 
the  Fort  ColUns  Co.  and  the  American  Sugar  Refiining  Co.  or  Mr. 
H.  O.  Havemeyer? 
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Mr.  MoRBT.  No;  I  could  not. 

Mr.  Malby.  Do  you  know  whether  they  owned  any  of  the  stock 
of  that  company  prior  to  its  being  acquired  by  the  Great  Western 
Sugar  Co. ? 

Mr.  MoBEY.  I  am  quite  sure  they  did;  yes,  sir. 

Mr.  Malby.  You  think  they  did  ? 

Mr.  MoBEY.  I  do. 

Mr.  Malby.  Is  there  any  way  you  can  ascertain  exactly  how  much 
they  did  own  ? 

Mr.  MoREY.  Well,  I  wiU  try.  I  do  not  think  we  have  the  minutes  of 
the  old  Fort  Collins  Co.  They  incorporated,  if  I  remember  correctly, 
two  or  three  different  times,  and  the  reason  of  the  Fort  Colhns  (Colo.) 
Co.  was  because  they  had  first  incorporated  as  the  Fort  Colhns  Sugar 
Co.,  and  then  they  put  in  the  word  "Beet"  in  one  company,  and  I 
do  not  remember  about  that,  because  I  was  not  interested;  and 
whether  we  have  the  minute  books  before  we  took  hold  of  it,  I  could 
not  teU. 

Mr.  Malby.  If  there  is  any  way  you  can  inform  the  committee 
as  to  whether  either  Mr.  H.  O.  Havemeyer  or  the  American  Sugar 
Refining  Co.  at  any  time  owned  any  of  the  stock  in  the  Fort  Comns 
(Colo.)  Sugar  Co.,  or  now  own  any  of  the  stock,  or  became  the  owpier 
by  the  surrender  of  that  stock  to  the  Great  Western  Sugar  Co.,  I  wish 
you  would  let  the  committee  know  about  that. 

Mr.  MoREY.  Yes,  sir. 

Mr.  Malby.  Now,  the  Fort  Colhns  Co.,  like  the  Longmont  Co.,  was 
engaged  in  the  manufacture  of  sugar,  and  doing  an  interstate  trade 
prior  to  its  being  acquired  by  the  Great  Western  Sugar  Co.,  for  a 
certain  period  of  time  ? 

Mr.  MoREY.  I  do  not  think  they  ever  did  any  business.  I  do  not 
think  they  sold  any  of  their  sugar.  They  did  not  make  but  very 
httle.  The  beets  nearly  all  rotted  up  there  because  the  factory  was 
so  late  in  getting  in  operation. 

Mr.  Malby.  Where  is  Longmont  located  with  reference  to  the 
State  ?     In  what  portion  of  the  State  is  it  ? 

Mr.  MoREY.  It  is  in  the  northwestern  part  of  the  State,  about  36 
miles  nortwest  of  Denver. 

Mr.  Malby.  Is  there  any  other  sugar  company  located  in  that 
locality  ? 

Mr.  Mobey.  Yes ;  we  have  six  factories  all  within  a  30-mile  radius. 

Mr.  Malby.  Is  that  portion  of  the  State  regarded  as  specially 
adapted  to  the  growth  of  sugar  beets  ? 

Mr.  Mobey.  Is  has  been  proved  that  it  is  a  very  fertile  part  of 
Colorado,  and  pretty  well  watered. 

Mr.  Malby.  And  is  well  adapted  in  every  way  to  the  raising  of 
beets  ? 

Mr.  Mobey.  Yes,  sir. 

Mr.  Malby.  Do  you  know  whether  or  not  any  persons  or  corpora- 
tions contemplated  the  construction  of  a  plant  there  at  the  time  of 
the  construction  of  the  Longmont  Co.  ? 

Mr.  Mobey.  They  were  trying  to  raise  capital  to  build  a  plant. 

Mr.  Malby.  Who  was  trying  to  do  that  ? 

Mr.  Mobey.  Three  or  four  different  parties.  I  do  not  remem^apr 
their  names,  but  it  was  so  reported. 
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Mr.  Malby.  Did  they  actually  proceed  to  the  construction  of  a 
plant  ? 

Mr.  MoEET.  The  outside  parties,  you  mean  ? 

Mr.  Malby.  Yes. 

Mr.  Moeey.  No;  they  did  not  get  as  far  as  to  secure  even  the 
capital  to  incorporate. 

Mr.  Malby.  The  Fort  Collins  (Colo.)  Sugar  Co.  is- located  in  about 
that  same  locality,  is  it  not  ? 

Mr.  Morey.  About  36  miles  farther  north,  directly  north. 

Mi.  Malby.  But  it  has  the  same  opportunities,  the  same  fertility 
of  soil,  and  so  forth,  for  the  growing  of  sugar  beets  ? 

Mr.  MoKEY.  Yes;  it  is  similar  all  through  there. 

Mr.  Malby.  Now,  prior  to  the  construction  of  that  company,  did 
you  hear  of  anybody  who  was  talking  of  putting  in  a  beet-sugar 
factory  there  ? 

Mr.  Morey.  I  heard  talk  about  it.  Rumors  were  pretty  thick 
about  the  beet-sugar  business  in  those  years.  They  were  falling  over 
each  other  to  get  locations,  and  every  town  that  had  300  people 
wanted  a  sugar  factory,  and  all  of  them  were  circulating  petitions  for 
acreage  and  generally  trying  to  get  a  factory  at  their  particular  town; 
eiverybody  was  fighting  to  get  a  factory. 

Mr.  Malby.  Was  there  anything  out  of  the  ordinary  with  reference 
to  the  efforts  of  anyone  to  locate  a  factory  at  Fort  Collins  ? 

Mr.  Morey.  I  do  not  know  of  anything,  I  am  sure.- 

Mr.  Malby.  Do  you  know  of  any  one  making  special  efforts  to 
construct  one  at  that  point  ? 

Mr.  Morey.  I  do  not  know  of  it  at  all.     I  have  heard  rumors. 

Mr.  Malby.  None  was  erected  after  the  construction  of  this  one. 

Mr.  Morey.  No. 

Mr.  Malby.  Now,  taking  up  the  Great  Western  Sugar  Co.,  that  was 
incorporated,  I  think  you  said,  in  January,  1905? 

Mr.  Morey.  Yes,  sir. 

Mr.  Malby.  Who  was  the  leading  spirit  or  the  moving  spirit  in  its 
incorpbration  ? 

Mr.  Morey.  You  mean  as  to  the  iacorporation  papers,  or  the 
directors  and  the  men  who  managed  it  ? 

Mr.  Malby.  Yes;  I  mean  the  men  who  got  together  and  deter- 
mined about  it.     Who  were  they  ? 

Mr.  Morey.  I  think  my  attorney  was  the  first  man  to  suggest  it — 
Mr.  C.  W.  Waterman. 

Mr.  Malby.  There  was  a  company  already  existing,  called  the 
Great  Western  Sugar  Co.,  was  there  not  ? 
-    Mr.  Morey.  There  was  the  Great  Western  Sugar  Co.  of  Colorado. 

Mr.  Malby.  What  were  your  relations  with  that  company  at  that 
time? 

Mr.  Morey.  With  the  old  Great  Western  ? 

Mr.  Malby.  Yes. 

Mr.  Morey.  I  was  a  stockholder.  I  rather  think  I  was  a  director, 
too. 

Mr.  Malby.  Who  was  that  got  together  and  assembled  these  vari- 
ous plants  ?    Whose  scheme  was  it  ? 

Mr.  Morey.  I  say,  I  think  Mr.  Waterman  and  myself  were  the  first 
to  ever  consider  and  recommend  that  this  be  done. 

Mr.  Malby.  Whom  did  you  call  into  consultation? 
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Mr.  MoRET.  Mr.  Charles  Boettcher,  one  of  our  present  directors  and 
vice  president. 

Mr.  Malby.  And  what  interest  did  he  have  in  the  sugar  business 
prior  to  that  time  ? 

Mr.  MoREY.  He  was  one  of  the  original  builders  of  the  Grand  Junc- 
tion factory  and  also  the  Loveland  factory. 

Mr.  Malby.  Was  he  interested  in  either  one  or  both  of  those  facto- 
ries at  that  time  ? 

Mr.  Morey.  Yes,  sir;  he  was  largely  interested. 

Mr.  Malby.  Do  you  know  what  position  he  held  with  respect  to 
them? 

Mr.  MoRBY.  He  was  president  of  the  old  Great  Western  Co.,  I 
think.  I  am  not  sure.  Perhaps  Mr.  Champion  was  president. 
Mr.  Boettcher  was  an  officer  of  the  company. 

Mr.  Malby.  Is  he  still  living  1 

Mr.  Morey.  Yes,  sir. 

Mr.  Malby.  Where  does  he  hve  ? 

Mr.  Morey.  In  Denver. 

Mr.  Malby.  Who  else  was  consulted  with  reference  to  it  ? 

Mr.  Morey.  M.  D.  Thatcher,  of  Pueblo. 

Mr.  Malby.  What  company,  if  any,  was  he  then  connected  with  ? 

Mr.  Morey.  He  had  stock  in  nearly  all  of  them,  I  think.  He  went 
in  with  me  in  nearly  everything. 

Mr.  Malby.  You  think  he  held  stock  in  nearly  all  the  six  com- 
panies that  originally  went  in  ? 

Mr.  Morey.  Yes,  sir. 

Mr.  Malby.  And  did  you  also  have  stock  in  most  of  those  com- 
panies? 

Mr.  Morey.  Yes,  sir;  all  of  them. 

Mr.  Malby.  Was  he  president  of  any  one  of  the  companies  or  a 
director,  if  you  recall  ? 

Mr.  Morey.  Mr.  Thatcher  ? 

Mr.  Malby.  Mr.  Boettcher. 

Mr.  Morey.  Mr.  Boettcher  was  president  of  the  old  Great  Western 
of  Colorado;  but  I  thought  you  were  asking  me  about  Mr. Thatcher. 

Mr.  Malby.  Yes;  I  mtended  to  ask  you  about  the  one  you  named 
last. 

Mr.  Morey.  I  think  Mr.  Thatcher  was  treasurer  of  some  of  those 

cornpanies. 

Mr.  Malby.  Do  you  know  which  one  ? 

Mr.  Morey.  No;  I  do  not  remember;  but  he  is  our  present  treas- 
urer— treasurer  of  the  present  Great  Western  Sugar  Co. 

Mr.  Malby.  And  also  a  stockholder,  I  presume  ? 

Mr.  Morey.  A  large  stockholder;  very  large. 

Mr.  Malby.  Now,  who  else  of  the  group  of  six  companies  were 
consulted  ? 

Mr.  Morey.  Mr.  C.  A.  Granger. 

Mr.  Malby.  Who  was  Mr.  Granger?    ,     ^      ,      ^    ^         .i,    «    . 

Mr  Morey.  He  was  the  manager  of  the  Greeley  factory;  the  ftrst 
man  who  got  me  to  invest  in  the  sugar  business.     He  is  now  dead. 

Mr.  Malby.  Who  was  president  of  the  Greeley  factory  at  that  time  i 

Mr!  Morey.  I  think  I  was. 

Mr.  Malby.  Who  else  was  consulted  ? 
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Mr.  MoREY.  After  we  had  discussed  it  in  Colorado,  I  took  it  up 
then  with  Mr.  Havemeyer  in  New  York. 

Mr.  Malby.  Before  we  get  to  that,  I  will  ask  you  who  represented 
the  Eaton  Co.  ? 

Mr.  Morey.  At  the  time  of  the  consolidation  ? 

Mr.  Malby.  Yes. 

Mr.  Morey.  I  think  I  did.     I  think  I  was  president. 

Mr.  Malby.  Were  any  of  the  stockholders  in  the  Eaton  Co.,  or 
any  of  the  directors,  consulted  about  the  organization  ? 

Mr.  Morey.  I  think  they  were. 

Mr.  Malby.  At  any  rate  it  was  satisfactory  to  the  directors  and  the 
stockholders  of  the  Eaton  Co.  ? 

Mr.  Morey.  Yes,  sir. 

Mr.  Malby.  And  the  same  with  the  Greeley  Co.  ? 

Mr.  Morey.  Yes. 

Mr.  Malby.  Now,  the  Longmont  Co.;  who  was  president  of  that 
company  at  that  time  ? 

Mr.  Morey.  I  think  I  was. 

Mr.  Malby.  Did  you  consult  with  the  directors  in  relation  to  the 
matter  ? 

Mr.  Morey.  Yes,  sir. 

Mr.  Malby.  And  you  found  them  agreeable  to  the  consolidation  ? 

Mr.  Morey.  Yes. 

Mr.  Malby.  Who  was  president  of  the  Loveland  Co.  at  that  time? 

Mr.  Morey.  I  think  Mr.  Boettcher  was  president  at  the  time  of  the 
consolidation. 

Mr.  Malby.  Had  you  ever  been  connected  with  that  company  in 
an  official  capacity  1 

Mr.  Morey.  No,  sir. 

Mr.  Malby.  Is  Mr.  Boettcher  now  hving  ? 

Mr.  Morey.  Yes,  sir. 

Mr.  Malby.  Where  does  he  reside  ? 

Mr.  Morey.  In  Denver. 

Mr.  Malby.  That  is  the  Loveland  Co.  ? 

Mr.  Morey.  That  is  the  old  Great  Western  Co.,  which  is  located 
at  Loveland;  yes,  sir. 

Mr.  Malby.  Was  the  president  of  that  company  also  brought  into 
consultation  with  you  ? 

Mr.  Morey.  Oh,  yes. 

Mr.  Malby.  And  so  far  as  you  have  been  advised  and  believe,  the 
officers  and  directors  of  that  company  were  agreeable  to  the  consoli- 
dation ? 

Mr.  Morey.  Yes. 

Mr.  Malby.  Now,  the  Windsor  Co.,  who  was  president  of  that  ? 

Mr.  Morey.  I  think  I  was,  at  that  time. 

Mr.  Malby.  Did  you  act  for  the  company  in  the  consolidation  ? 

Mr.  Morey.  Yes. 

Mr.  Malby.  By  and  with  the  knowledge  and  consent  of  the  direc- 
tors of  the  company  ? 

Mr.  Morey.  Yes,  sir. 

Mr.  Malby.  Who  was  president  of  the  Fort  CoUins  (Colo.)  Sugar 

Mr.  Morey.  I  think  I  was. 
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Mr.  Malby.  And  did  you  consult  with  your  directors  and  stoek- 
holders  in  relation  to  the  consohdation  ? 

Mr.  MoEEY.  Yes. 

Mr.  Malby.  And  it  was  agreeable  to  them  ? 

Mr.  MoREY.  Yes. 

Mr.  Malby.  And  they  concurred  in  it  ? 

Mr.  MoEBY.  Yes. 

Mr.  Malby.  Who  was  president  of  the  Sterhng  Co.,  of  Colorado  ? 

Mr.  MoREY.  That  was  not  built  at  that  time. 

Mr.  Malby.  That  company  came  in  afterwards  ? 

Mr.  MoREY.  Yes,  sir. 

Mr.  Malby.  The  Sterling  Co.  was  constructed  afterwards  by  the 
Great  Western,  was  it  not  ? 

Mr.  MoREY.  Yes,  sir. 

Mr.  Malby.  And  the  Brush  factory,  also  1 

Mr.  Morey.  The  Morgan  County  Construction  Co.  built  the  two 
factories  at  Morgan  and  Brush. 

Mr.  Malby.  Were  they  built  for  the  Great  Western  Co.  ? 

Mr.  Morey.  Yes. 

Mr.  Malby.  They  wefe  never  separately  capitalized,  were  they? 

Mr.  Morey.  I  think  we  did.  The  Morgan  County  Construction  Co. 
was  incorporated  years  before  we  built. 

Mr.  Malby.  And  what  did  you  buy  ? 

Mr.  Morey.  We  bought  the  property. 

Mr.  Malby.  Did  you  buy  it  from  the  Morgan  Construction  Co.  ? 

Mr.  Morey.  Yes,  sir;  the  Morgan  County  Construction  Co. 

Mr.  Malby.  So  that  was  a  corporation  which  held  the  property  of 
the  Sterling  Co.  and  of  the  Brush  Co.  ? 

Mr.  Morey.  No,  sir;  the  Sterling  Co.  was  independent.  The  Brush 
and  Morgan  factories  were  built  by  the  Morgan  County  Construction 
Co.,  and  Sterling  was  built  by  the  Sterhng  Sugar  Co. 

Mr.  Malby.  Did  the  Sterling  Sugar  Co.  have  a  legal  identity  ? 

Mr.  Morey.  Yes. 

Mr.  Malby.  So  that  when  you  purchased  that  company  you  pur- 
chased the  capital  stock  ? 

Mr.  Morey.  We  purchased  the  property,  and  of  course  the  capita 
stock  was  of  no  value  after  their  assets  were  all  gone. 

Mr.  Malby.  You  purchased  the  property  and  the  property  was 
assigned  as  you  have  described  ? 

]V&.  Morey.  Yes. 

Mr.  Malby.  The  Brush  and  the  Fort  Morgan  Co.  were  purchased 
from  the  construction  company  ? 

Mr.  Morey.  Yes,  sir. 

Mr.  Malby.  Did  they  have  a  legal,  corporate  identity  ? 

Mr.  Morey.  Yes,  sir. 

Mr.  Malby.  Prior  to  that  time  ? 

Mr.  Morey.  Yes,  sir. 

Mr.  Malby.  Separate  and  distinct  ? 

Mr.  Morey.  Yes,  sir. 

Mr.  Malby.  And  in  that  case  you  purchased  the  property  ? 

Mr.  Morey.  Yes.  t^t  /-,    » 

Mr.  Malby.  And  issued  the  stock  of  the  Great  Western  Go.  ? 
Mr.  Morey.  Yes,  sir. 
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Mr.  Malbt.  I  think  you  have  given  the  date  of  the  acquirement  of. 
each  of  these  ? 

Mr.  MoRET.  Yes. 

Mr.  Malby.  The  BilhngsCo.,  of  Montana;  did  that  company  have  a 
legal  identity  ? 

Mr.  MoREY.  Yes,  sir. 

Mr.  Malby.  As  a  corporaton  ? 

Mr.  MoREY.  Yes,  sir. 

Mr.  Malby.  Incorporated  in  Montana  ? 

Mr.  MoREY.  Yes;  I  think  it  was  incorporated  in  Montana.  I  am 
not  sure,  but  I  think  it  was. 

Mr.  Malby.  Was  that  constructed  by  the  Great  Western  ? 

Mr.  MoREY.  We  financed  it.     We  furnished  the  money;  yes,  sir. 

Mr.  Malby.  That  had  a  legal  identity  as  a  corporation  ? 

Mr.  Morey.  Yes,  sir;  we  are  running  it  as  the  BUhngs  Sugar  Co., 
to-day. 

Mr.  Malby.  But  its  stock  is  owned 

Mr.  Morey  (interposing).  The  stock  is  all  owned  by  the  Great 
Western  Sugar  Co. 

Mr.  Malby.  Now  the  Scottsbluff  factory  in  Nebraska,  did  you 
cause  that  to  be  constructed  also  ? 

Mr.  Morey.  Yes,  sir. 

Mr.  Malby.  And  the  Great  Western  Sugar  Co.  now  ownes  the  stock 
of  that  company  ? 

Mr.  Morey.  Yes,  sir. 

Mr.  Malby.  And  has  since  its  incorporation  1 

Mr.  Morey.  Yes. 

Mr.  Malby.  Or  substantially  so  ? 

Mr.  Morey.  Yes. 

Mr.  Malby.  The  Great  Western  Sugar  Co.  was  incorporated  in  the 
State  of  New  Jersey  ? 

Mr.  Morey.  Yes,  sir. 

Mr.  Malby.  With  a  capital  stock  of  how  much  1 

Mr.  Morey.  Originally,  $20,000,000.  That  was  the  authorized 
capital,  110,000,000  of  preferred  and  $10,000,000  of  common,  and 
then  afterwards  it  was  increased,  making  $30,000,000  of  capital, 
$15,000,000  of  each,  but  it  is  not  all  issued. 

Mr.  Malby.  How  much  of  it  has  been  issued  ? 

Mr.  Morey.  Of  the  preferred,  there  has  been  issued  136,300  shares. 

Mr.  Malby  Thirteen  and  some  odd  milhon  dollars  ? 

Mr.  Morey.  Yes;  and  of  the  common,  105,440  shares,  or 
$10,500,000. 

Mr.  Malby.  Have  you  got  in  addition  to  that  any  bonds  or 
mortgages  ?     Is  it  bonded  or  mortgaged  ? 

Mr.  Morey.  No,  sir. 

Mr.  Malby.  You  have  nothing  except  preferred  and  common 
stock  ? 

Mr.  Morey.  That  is  all. 

Mr.  Malby.  Was  that  stock  which  has  been  issued  used  in  the 
purchase  of  the  various  companies  and  the  construction  of  the 
various  companies  to  which  you  have  now  referred? 

Mr.  Morey.  Yes,  sir. 

Mr.  Malby.  Was  it  all  used  for  that  purpose,  or  was  it  used  for 
some  other  purpose  ? 
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Mr.  MoEEY.  Well,  the  original  factories  were  built  and  the  rail- 
road. We  bought  the  railroad  by  giving  preferred  stock  in  the 
company. 

]Mt.  Malby.  Does  that  railroad  have  any  name  ? 

Mr.  MoREY  The  Great  Western  Kailroad. 

Mr.  Malby.  What  I  want  to  know  in  particular  is  as  to  whether 
any  portion  of  this  stock  was  sold,  and  the  proceeds  divided  up 
between  the  promoters,  or  were  any  of  the  shares  of  the  company 
assigned  for  promoting  services  ? 

Mr.  MoKEY.  There  was  a  little  bit  of  promotion,  not  to  exceed 
$50,000,  I  think,  in  the  Eaton  factory  before  we  got  hold  of  it.  I 
think  that  was  the  only  factory,  and  we  tried  to  collect  that  back 
from  the  promoters.  Mr.  Havemeyer  instructed  me  to  bring  a 
suit,  as  he  did  not  want  any  promotion  in  it,  but  it  got  away.  One 
of  the  parties  is  dead,  and  we  never  got  it  back.  It  was  so  small  a 
matter  that  we  dropped  it. 

Mr.  Malby.  Now,  has  the  American  Sugar  Refining  Co.  and  Mr. 
Henry  O.  Havemeyer,  or  any  of  his  children  since  his  death,  held, 
owned,  and  voted  a  majority  of  the  stock  of  the  Great  Western  Sugar 
Co.,  as  organized  in  1905,  down  to  the  present  time? 

Mr.  MoREY.  You  mean  at  annual  elections — stockholders'  elec- 
tions ? 

Mr.  Malby.  Yes. 

Mr.  MoREY.  Yes,  sir;  they  or  their  representatives. 

Mr.  Malby.  That  is  what  I  mean;  they  or  their  representatives  ? 

Mr.  MoREY.  Yes. 

Mr.  Malby.  The  fact  being  that  the  American  Sugar  Refining  Co. 
and  Mr.  Henry  O.  Havemeyer,  and  now  his  heirs  at  law  and  next  of 
kin,  own  a  majority  of  the  stock  of  the  Great  Western  Sugar  Co.  ? 

Mr.  MoREY.  Yes,  sir. 

Mr.  Malby.  And  have  since  its  organization  ? 

Mr.  MoREY.  Yes,  sir;  but  neither  one  of  them  separately. 

Mr.  Malby.  That  is,  neither  one  of  them  owns  a  majority,  sepa- 
rately ? 

Mr.  MoREY.  No. 

Mr.  Malby.  Do  you  know  just  what  the  American  Sugar  Refining 
Co.  does  own  of  the  stock  ? 

Mr.  MoKEY.  Yes,  sir. 

Mr.  Malby.  Will  you  give  us  that,  please  ? 

Mr.  MoREY.  Within  a  fraction,  33  per  cent. 

Mr.  Malby.  Can  you  tell  us  precisely  the  number  of  shares  ? 

Mr.  MoREY.  No ;  I  did  not  get  that  information. 

Mr.  Malby.  How  much  does  the  Havemeyer  estate  own  ? 

Mr.  Morey.  The  Havemeyer  estate  and  the  Havemeyer  family 
together  own  35per  cent. 

Mr.  Malby.  Would  you  mention  right  here  who  are  the  other  large 
stockholders,  without  much  detail  ? 

Mr.  MoEEY.  Mr.  M.  D.  Thatcher  is  next  to  the  eastern  parties 

referred  to. 

Mr.  Malby.  Do  you  happen  to  know  what  his  holdings  are  ? 

Mr.  Morey.  I  do  not  know  exactly,  but  they  are  very  large,  prob- 
ably over  $1,000,000. 

Mr.  Malby.  Who  else  ? 

Mr.  Morey.  Mr.  Boettcher  is  a  very  lairge  stockholder. 
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Mr.  Malbt.  Name  me  others  who  are  large  stockholders  ? 

Mr.  MoREY.  Mr.  Waterman  is  a  large  stockholder. 

Mr.  Malby.  You  have  not  mentioned  his  name  before  ? 

Mr.  MoREY.  He  is  our  attorney.     I  mentioned  him  before. 

Mr.  Malby.  And  who  else  ? 

Mr.  MoREY.  Henry  M.  Porter,  of  Denver,  is  a  large  stockholder. 

Mr.  Malby.  And  you  are  quite  a  large  stockholder  yourself? 

Mr.  MoREY.  Not  as  large  as  those  I  have  mentioned. 

Mr.  Malby.  Are  there  any  others  whom  you  would  regard  as  large 
stockholders  ? 

Mr.  MoREY.  No;  I  do  not  recall  any  others. 

Mr.  Malby.  Do  you  recall  how  many  stockholders  you  have? 

Mr.  MoREY.  Yes;  in  round  numbers  it  is  750  of  preferred  and  350 
of  common. 

Mr.  Malby.  My  question  applied  to  the  number  of  stockholders. 
Is  that  the  number  ? 

Mr.  MoREY.  Yes;  that  is  the  number.  Seven  hundred  and  fifty 
and  350  is  within  a  very  few  shares. 

Mr.  Malby.  What  dividends  has  the  Great  y\7^estern  Sugar  Co. 
paid  since  its  organization  in  1905  ? 

Mr.  MoREY.  We  have  paid  7  per  cent  on  the  preferred  stock. 

Mr.  Malby.  Anything  on  the  common? 

Mr.  MoEEY.  And  commencing  with  1910,  we  have  paid  5  per  cent 
on  the  common. 

Mr.  Malby.  Do  you  also  carry  a  certain  depreciation  account? 

Mr.  MoREY.  We  charge  off  to  profit  and  loss  every  year  a  certain 
amount. 

Mr.  Malby.  For  depreciation? 

Mr.  MoREY.  Yes,  sir. 

Mr.  Malby.  Do  you  know  what  per  cent  that  amounts  to? 

Mr.  Morey.  In  my  judgment  it  has  not  been  enough,  but  the  others 
disagree  with  me.     Two  and  one-half  per  cent. 

Mr.  Malby.  What  is  the  surplus  of  the  company  at  the  present 
time? 

Mr.  Morey.  It  is  over  $5,000,000;  $5,500,000;  that  is,  providing 
our  plant  is  worth  what  we  take  it  at  for  the  continuation  of  the 
business. 

Mr.  Malby.  Now,  you  say  after  you  had  consulted  with  the  offi- 
cials of  these  six  companies  which  you  have  named,  you  had  a  con- 
versation with  Mr.  Havemeyer? 

Mr.  Morey.  Yes,  sir. 

Mr.  Malby.  Was  it  at  Mr.  Havemeyer's  suggestion  that  you  under- 
took to  interview  the  officers  of  these  various  companies  ? 

Mr.  Morey.  I  think  not. 

Mr.  Malby.  He  did  not  make  the  original  suggestion  ? 

Mr.  Morey.  He  opposed  it  at  first.  I  have  forgotten  for  what 
reason.  He  thought  we  could  get  along  so  long  as  we  had  practically 
the  same  interests,  but  I  explained  to  him  that  the  interests  were 
different.  Mr.  Boettcher  had  very  much  larger  interests  in  one  fac- 
tory than  another,  and  there  was  constant  conflict.  Then  about  that 
time  we  were  considering  extending  the  railroad,  and  I  showed  him 
that  it  would  be  a  great  advantage  to  make  one  company,  and  then 
we  could  run  the  railroad  and  connect  up  these  factories  and  connect 
with  the  coal  mines  and  on  into  Denver;  then  in  case  of  a  short  year 
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we  could  close  one,  if  we  did  not  get  beets  enough,  as  we  did  this  last 
year.  Ihose  were  the  main  reasons  we  could  conduct  the  business 
very  much  more  economically  in  every  way.  Big  business  is  always 
conducted  more  economically. 

Mr.  Malby.  That  was  before  the  consohdation  finally  took  place  ? 

Mr.  MoREY.  Yes,  sir;  that  was  talked  of  for  a  year  or. so. 

Mr.  Malby.  And  that  was  before  you  actively  undertook  to  get  the 
companies  together  ? 

Mr.  MoREY.  Yes. 

Mr.  Malby.  What  did  he  finally  say  about  that  ? 

Mr.  MoREY.  Mr.  Havemeyer  finally  consented.  He  said  that  if  we 
felt  the  business  would  be  in  better  shape,  and  when  he  came  out 
there  I  went  over  the  field  very  thoroughly  with  him  and  showed  him 
plans  for  building  the  railroad  and  all  that,  and  he  finally  said :  "Well, 
you  fellows  seem  to  have  this  thing  pretty  well  in  hand;  go  ahead," 
or  something  of  that  kind. 

Mr.  Malby.  Mr.  Havemeyer  and  the  American  Sugar  Refining  Co. 
were  already  stockholders  in  some  of  these  companies  at  that  time, 
were  they  not  ? 

Mr.  MoREY.  Oh,  yes;  in  all  of  them. 

Mr.  Malby.  You  did  go  ahead,  and  the  combination  was  formed  ? 

Mr.  MoREY.  We  organized  this  company. 

Mr.  Malby.  By  and  with  the  consent  and  approval  of  Mr.  Have- 
meyer ? 

Mr.  MoREY.  Yes. 

Mr.  Malby.  You  understood  he  was  also  acting  for  himself  and  the 
American  Sugar  Refining  Co.  at  that  time? 

Mr.  MoREY.  I  did;  yes. 

Mr.  Malby.  Each  of  the  companies  at  that  time  going  into  the  com- 
bination was  operated  independently  of  each  other  ? 

Mr.  MoEEY.  Yes;  as  much  as  we  could. 

Mr.  Malby.  Were  they  paying  institutions  at  that  time  ? 

Mr.  MoREY.  Some  of  them  were.     Most  of  them  were. 

Mr.  Malby.  Were  there  any  which  were  not  ? 

Mr.  MoEEY.  I  think  Eaton  was  not.  Yes ;  I  am  quite  sure  Eaton 
■  and  Fort  Collins  and,  I  think,  Windsor  were  in  the  red,  all  three  of 
those  factories. 

Mr.  Malby.  Were  in  the  what  ? 

Mr.  Morey.  They  had  lost  money.  They  were  in  the  red;  Fort 
ColHns  for  quite  a  large  amount.  I  do  not  remember  just  how 
much. 

Mr.  Malby.  They  had  been  recently  constructed,  had  they  ? 

Mr.  Morey.  Yes. 

Mr.  Malby.  And  had  not  had  quite  an  opportunity  to  show  what 
they  could  do  ? 

Mr.  Morey.  No ;  the  Fort  CoUins  factory  was  very  late.  The  con- 
tract was  to  be  completed  by  October  4  or  5,  and  we  did  not  start  a 
wheel  there  until  along  in  January,  and  a  number  of  the  beets  rotted. 

Mr.  Malby.  Then,  the  reason  for  their  failure  to  prove  a  financial 
success  at  that  time  was  rather  owing  to  the  fact  that  they  had  not 
been  fully  equipped  to  do  business  ? 

Mr.  Morey.  No. 

Mr.  Malby.  Rather  than  on  account  of  a  lack  of  business  or  on 
account  of  a  locahty  in  which  to  do  it  ? 


878  AMERICAN  SUGAR  REPINING  CO. 

Mr.  MoREY.  Yes.  There  was  no  other  reason,  as  it  has  proven 
since  that  the  factories  were  all  right. 

Mr.  Malbt.  That  is,  the  management  was  good  and  the  location 
was  good  ? 

Mr.  MoRET.  Well,  I  could  not  say  the  management  of  the  Eaton 
factory  was  good  until  we  took  hold  of  it.  But  we  bought  an  interest 
in  it  a  year  or  so  before  it  went  into  the  Great  Western.  At  the 
time  we  bought  it  it  was  in  the  red.  I  know  that.  It  was  not  well 
managed. 

Mr.  Malby.  What  I  want  to  get  at  is,  none  of  these  factories  by 
reason  of  location  or  opportunity  failed  to  demonstrate  their  ability 
to  return  money  on  the  investment,  but  it  was  either  owing  to 
inefficient  management  or  the  fact  that  they  had  not  been  brought 
fully  into  their  productive  capacity  at  the  time  they  were  acquired  ? 

Mr.  Morey.   Yes;  that  is  right. 

Mr.  Malby.  The  Sterling  Co.  was  organized  in  what  year  ?  I 
think  you  have  told  me  about  that. 

Mr.  MoREY.  I  think  I  did.  I  am  not  sure.  It  was  built  during  the 
year  1905. 

Mr.  Malby.  Yes;  you  have  told  me  about  that.  The  stock  was 
acquired  by  the  Great  Western  Sugar  Co.  in  1905  ? 

Mr.  Morey.  The  property  was  bought. 

Mr.  Malby.  The  property  was  bought  and  the  stock  of  the  Great 
Western  Co.  issued  m  payment  ? 

Mr.  Morey.  Yes. 

Mr.  Malby.  Who  caused  the  incorporation  of  what  is  known  as  the 
Morgan  County  Construction  Co.  ? 

Mr.  Morey.  I  think  I  was  one  of  the  original  incorporators  of  it. 

Mr.  Malby.  What  was  the  capital  stock  of  that  company  ? 

Mr.  Morey.  When  it  was  first  incorporated  ? 

Mr.  Malby.  Yes. 

Mr.  Morey.  Very  small;  I  do  not  remember. 

Mr.  Malby.  Do  you  know  where  it  was  incorporated  ? 

Mr.  Morey.  In  Colorado. 

Mr.  Malby.  What  was  its  capital  stock  ? 

Mr.  Morey.  I  do  not  remember  that,  but  it  was  small.  It  was  not 
very  large. 

Mr.  Malby.  What  was  the  purpose  of  its  incorporation  ? 

Mr.  Morey.  To  build  a  factory.  At  that  time  we  did  not  know 
whether  Brush  or  Morgan  would  be  the  proper  place,  and  so  I  incor- 
porated the  Morgan  County  Construction  Co.  so  I  could  build  at 
either  place,  and  afterwards  to  satisfy  the  two  towns  we  had  to  build 
at  each  place. 

Mr.  Malby.  It  was  built  as  a  construction  company  for  the  purpose 
of  building  sugar  plants  ? 

Mr.  Morey.  Yes;  we  did  not  know  but  what  we  would  use  it  for 
others. 

Mr.  Malby.  Did  Mr.  H.  O.  Havemeyer  secure  its  incorporation? 

Mr.  Morey.  No;  I  do  not  think  he  had  anything  to  do  about  it  at 
that  time.  It  was  incorporated  quite  early  and  lay  still  for  several 
years. 

Mr.  Malby.  Let  me  see  if  I  can  refresh  your  recollection  about  that. 
I  notice  there  is  a  recital  in  the  bill  here  that  Mr.  H.  O.  Havemeyer 
and  Chester  S.  Morey,  acting  for  the  American  Sugar  Kefining  Co., 
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caused  the  incorporation  of  the  Morgan  County  Construction  Co. 
with  an  authorized  capital  stock  of  $1,400,000  par  value. 
.'    Mr.  MoREY.  I  do  no't  think  that  was  the  original  capital,  but  I  am 
not  sure. 

Mr.  Malby.  Well,  what  do  you  think  about  Mr.  Ilavemeyer  and 
Mr.  Morey  having  to  do  with  its  organization  ? 
Mr.  Morey.  It  does  not  say  what  year  ? 
Mr.  Malby.  In  1906. 

Mr.  Morey.  That  was  when  the  factory  was  built.  Originally,  I 
do  not  think  Mr.  Havemeyer  had  anything  to  do  with  it,  and  it  was 
for  a  much  smaller  amount  than  that.  I  do  not  think  it  was  over 
$600,000. 

Mr.  Malby.  Did  you  consult  with  him  in  relation  to  its  construc- 
tion? 

Mr.  Morey.  When  we  built  the  factories  ? 

Mr.  Malby.  No  ;  I  mean  at  the  time  the  Morgan  County  Construc- 
tion Co.  was  organized,  did  you  consult  with  Mr.  Havemeyer? 

Mr.  Morey.  I  do  not  think  I  did. 

Mr.  Malby  (continuing).  As  to  its  desirability? 
,    Mr.  Morey.  Imay  have  done  so.     It  would  depend  upon  what  year 
it  was  incorporated. 

Mr.  Malby.  In  1906. 

Mr.  Morey.  No  ;  that  was  not  the  original  incorporation.  That  is 
wrong.     We  took  hold  of  the  work  in  that  year. 

Mr.  Malby.  Pardon  me;  I  have  misled  you.  The  date  of  1906  is 
the  date  of  the  construction  of  the  Brush  and  Fort  Morgan  factories. 

Mr.  Morey.  Yes;  and  that  is  why  I  think  the  incorporation  was 
two  or  three  years  earlier. 

Mr.  Malby.  I  unintentionally  misled  you.  The  allegation  here  is 
that  in  December,  1902,  the  Morgan  County  Construction  Co.  was 
created. 

Mr.  Morey.  Yes. 

Mr.  Malby.  Now,  did  Mr.  Havemeyer  have  any  financial  interest 
in  that  company  ? 

Mr.  Morey.  If  I  had  any  interests  with  Mr.  Havemeyer  at  that 
time  I  would  not  have  gone  into  anything  else  without  consulting 
him.     What  time  in  1902  ? 

Mr.  Malby.  December,  1902. 

Mr.  Morey.  Then  I  think  he  was  probably  consulted.  My  first 
investment,  you  see,  commenced  in  1901,  and  in  1902,  I  think,  was 
when  I  first  met  Mr.  Havemeyer. 

Mr.  Malby.  You  met  Mr.  Havemeyer  in  1901  ? 

Mr.  Morey.  In  1902,  I  think,  but  I  am  not  sure. 

Mr.  Malby.  Did  you  talk  with  him  and  consult  with  him  from  that 
time  about  the  sugar  business  generally  ? 

Mr.  Morey.  Yes. 

Mr.  Malby.  And  also  about  the  transaction  of  business  which 
subsequently  came  about  from  time  to  time  ? 

Mr.  Morey.  Yes,  sir. 

Mr.  Malby.  Your  business  relations  with  Mr.  Havemeyer  con- 
tinued over  a  period  of  years  from  1902  until  the  time  of  his  death  ? 

Mr.  Morey.  Yes. 

Mr.  Malby.  And  so  far  as  your  business  relations  are  concerned 
they  were  very  close  and  very  friendly  ? 
99220— No.  11—11 2 
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Mr.  MoEEY.  Yes,  sir.  I  thought  Mr.  Havemeyer  had  done  more 
for  Colorado  than  any  other  man  who  had  ever  come  to  the  State. 

Mr.  Malby.  And  it  was  your  custom,  as  the  representative  of  the 
sugar  interests  there,  to  consult  him  frequently  with  reference  to 
matters  of  importance  ? 

Mr.  MoEET.  Yes ;  about  building  new  factories  particularly. 

Mr.  Malby.  In  which  he  concurred  so  far  as  you  went  ? 

Mr.  MoEEY.  Yes. 

Mr.  Malby.  The  Billings  Sugar  Co.  was  one  of  those  erected  ? 

Mr.  MoEEY.  No,  sir;  we  caused  that  to  be  erected. 

Mr.  Malby.  I  say,  you  caused  it  to  be  erected  ? 

Mr.  MoREY.  Yes,  sir. 

Mr.  Malby.  Was  it  erected  by  the  Morgan  County  Construc- 
tion Co.  1 

Mr.  Mobey.  No,  sir. 

Mr.  Malby.  Where  is  it  located? 

Mr.  MoEEY.  At  Billings,  Mont. 

Mr.  Malby.  What  is  the  capital  stock  of  that  company? 

Mr.  MoEEY.  I  think  it  is  11,250,000. 

Mr.  Malby.  That  is  the  amount  stated  here,  and  I  presume  it  is 
correct. 

Mr.  MoEEY.  Yes. 

Mr.  Malby.  It  has  a  slicing  capacity  of  about  1,200  tons? 

Mr.  MoREY.  Yes ;  it  originally  had  that  capacity. 

Mr.  Malby.  What  part  of  Montana  is  it  located  in  ? 

Mr.  MoREY.  It  is  on  the  Yellowstone  Kiver,  very  near  the  national 
park. 

Mr.  Malby.  When  was  it  organized  ? 

Mr.  MoEEY.  In  March,  1905. 

Mr.  Malby.  Did  you  get  into  operation  so  as  to  be  in  operation 
in  1906 « 

Mr.  MoEEY.  Yes;  our  first  campaign  was  in  1906. 

Mr.  Malby.  Was  that  one  of  the  campanies  erected  at  the  expense 
of  Mr.  Havemeyer  and  the  American  Sugar  Refining  Co.,  or  was  it  a 
private  corporation] 

Mr.  MoREY.  Yes;  it  was  erected  by  the  same  people  interested 
in  the  other  factories.    There  was  some  local  capital  in  Billings. 

Mr.  Malby.  Did  it  have  a  separate  identity  ? 

Mr.  MoREY.  Oh,  yes;  and  it  has  to-daj^  It  is  now  run  as  the 
Billings  Sugar  Co. 

Mr.  Malby.  But  the  stock  is  owned  by  the  Great  Western  Sugar 
Co. « 

Mr.  MoRET.  Yes,  sir. 

Mr.  Malby.  That  is  a  majority  of  stock? 

Mr.  MoEEY.  All  of  it. 

Mr.  Malby.  All  of  it  ? 

Mr.  MoREY.  Yes,  sir. 

Mr.  Malby.  When  did  they  acquire  that  stock  ? 

Mr.  MoEEY.  I  could  not  give  you  the  date;  but  it  was  during  that 
year,  probably. 

Mr.  Malby.  About  February,  1907  ? 

Mr.  MoREY.  Yes;  it  would  be  after  it  was  finished,  naturally. 

Mr.  Malby.  But  the  money  which  went  into'  its  construction, 
nevertheless  was  furnished  by 

Mr.  MoKBT  (interposing).  By  different  stockholders. 
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Mr.  Malby.  Well,  was  it  furnished  by  yourself  and  Mr.  Have- 
meyer,  or  through  you  ?    ■ 

Mr.  MoREY.  Well,  there  were  quite  a  number  of  stockholders,  a 
good  many  local  stockholders,  as  I  remember  it,  at  Bilhngs  at  first; 
at  least,  local  subscribers,  some  of  them  dropped  out. 

Mr.  Malby.  Did  you  and  Mr.  Havemeyer  and  the  American  Sugar 
Eefining  Co.  furnish  the  bulk  of  the  money  ? 

Mr.  Moeey.  Yes;  we  always  had  to  furnish  it,  or  they  would  not 
have  been  built.  They  could  not  get  money  in  the  country  if  it  had 
not  been  for  Mr.  Havemeyer. 

Mr.  Malby.  And  after  it  had  been  fully  constructed  the  Great 
Western  took  over  the  company  by  issuing  its  stock  in  place  of  their 
stock  ? 

Mr.  MoREY.  Yes ;  they  were  after  us  two  years  before  we  built 
there  to  come  up  and  look  the  place  over. 

Mr.  Malby.  How  far  is  this  sugar  company  from  any  other  ? 

Mr.  MoKEY.  It  is  a  long  distance. 

Mr.  Malby.  How  did  you  happen  to  go  to  Montana  to  locate  a 
factory  there  ? 

Mr.  MoREY.  Well,  I  think  a  tnan  by  the  name  of  Shaw,  who  was 
originally  interested  in  the  Fort  Collins  Co.,  came  down  to  my  office 
with  a  prospectus  and  with  maps  and  begged  me  to  send  somebody 
up  there  to  look  at  the  location.  I  could  not  go,  and  I  sent  Mr. 
Boettcher,  and  he  reported  favorably  on  it.  I  think  it  was  two  years 
that  they  were  trying  to  get  some  one  to  build  a  factory  there,  and 
finally  we  took  hold  of  it. 

Mr.  Malby.  Who  was  trying  to  get  you  to  locate  a  factory  there  ? 

Mr.  MoREY.  They  had  an  organization  themselves  before  we  went 
in  there,  and  had  the  contracts  for  a  large  acreage  signed  up,  and 
promised  us  all  lands  of  things. 

Mr.  Malby.  Were  they  also  trying  to  get  somebody  else  there  ? 

Mr.  Morey.  Everywhere  and  anywhere,  everybody  wanted  a  sugar 
factory,  any  town,  and  they  did  not  care  who  it  was  built  the  factory, 
just  so  they  got  a  factory  located  in  their  town. 

Mr.  Malby.  Whoever  would  come  in  first  ? 

Mr.  Morey.  Yes.  They  would  say,  "For  God's  sake,  give  us  a 
sugar  factory,  because  we  want  the  benefit  of  it." 

Mr.  Malby.  Is  Billings  a  village  of  some  proportions  ? 

Mr.  Morey.  I  should  say  Billings  is  a  town  of  15,000  or  16,000 
people. 

Mr.  Malby.  And  has  it  proven  to  be  a  successful  factory  ? 

Mr.  Morey.  Yes,  sir. 

Mr.  Malby.  It  is  a  paying  factory? 

Mr.  Morey.  Yes,  sir. 

Mr.   Malby.  Are   there   any   other  factories  located   at   or  near 

Billings?  .,.  .,        ,  .^ 

Mr.  Morey.  There  is  not  any  factory  withm  400  miles  of  it. 
Mr'  Malby.  And  the  output  of  the  factory  is  sold  in  that  locahty 

Mr  Morey.  They  have  to  sell  what  they  can  in  Montana  and  the 
balance  has  got  to  be  dumped  to  the  Missouri  River  and  the  Mississippi 
Eiver  country  and  into  the  Dakotas;  the  best  territory  we  can  find, 

Mr  Malby.  Did  it  ever  operate  in  the  manufacture  and  sale  of 
(iugar  as  an  independent  organization  ? 
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Mr.  MoREY.  It  always  has. 

Mr.  Malby.  I  mean  prior  to  the  acquirement  of  the  property  by 
the  Great  Western  Sugar  Co.  ? 

Mr.  MoREY.  No,  sir;  I  think  not. 

Mr.  Malby.  I  think  you  stated  that  the  Western  Sugar  Co.  now 
owns  all  the  stock  of  that  conipany  ? 

Mr.  MoREY.  Yes,  sir. 

Mr.  Malby.  Now,  where  is  Scottsbluff  ? 

Mr.  MoREY.  Scottsbluff  is  a  little  town  on  a  branch  road  of  the 
Burlington  that  runs  up  the  North  Platte.  It  is  only  a  few  miles 
from  the  Wyoming  line. 

Mr.  Malby.  It  is  in  the  State  of  Nebraska  ? 

Mr.  Morey.  Yes,  sir. 

Mr.  Malby.  How  far  from  the  Colorado  group  of  factories  as  I  wiU 
designate  them  ? 

Mr.  Morey.  I  think  125  miles. 

Mr.  Malby.  Are  there  any  other  sugar  factories  located  in  that 
locality  ? 

Mr.  Morey.  No,  sir. 

Mr.  Malby.  When  was  that  organized  first  ? 

Mr.  Morey.  It  was  organized  in  August,  1909. 

Mr.  Malby.  1909  ? 

Mr.  Morey.  Yes,  sir. 

Mr.  Malby.  Was  that  an  enterprise  also  of  the  Great  Western 
Sugar  Co.  ? 

Mr.  Morey.  Yes,  sir. 

Mr.  Malby.  The  capital  stock  was  $1,000,000  ? 

Mr.  Morey.  Yes,  sir;  it  has  since  been  increased  1250,000  more. 

Mr.  Malby.  The  slicing  capacity  is  how  much  ? 

Mr.  Morey.  Supposed  to  be  1,200  tons. 

Mr.  Malby.  And  it  sells  its  product  in  Nebraska  ? 

Mr.  Morey.  A  very  small  portion  of  its  business  in  is  Nebraska. 
It  has  to  go  on  the  general  market  of  the  Missouri  River,  wherever  it 
can.     The  local  trade  is  very  small. 

Mr.  Malby.  There  is  no  other  factory  near  by  this  ? 

Mr.  Morey.  No,  sir;  it  is  a  very  wild,  new  country. 

Mr.  Malby.  How  did  it  happen  that  this  factory  was  located  at 
that  point  ? 

Mr.  Morey.  Well,  like  in  all  these  other  towns;  I  have  applications, 
at  least  150,  from  every  town,  from  Maine  to  California,  to  build  fac- 
tories. 

Mr.  Malby.  Of  course,  you  did  not  go  to  the  locality  unless  there 
were  some  advantages  ? 

Mr.  Morey.  The  points  that  appealed  to  me,  I  would  send  a  man 
to  judge  and  make  a  report. 

Mr.  iViALBY.  Has  it  proved  to  be  a  successful  factory  financially  ? 

Mr.  Morey.  We  have  made  no  money.  Last  year  was  the  "first 
campaign.     It  is  a  factory  that  we  bought  at  Ames,  Nebr.,  and  moved. 

Mr.  Malby.  What  factory  was  at  Ames  ? 

Mr.  MoREY".  The  Standard  Beet  Sugar  Co. 

Mr.  Malby.  How  far  was  that  from  Scottsbluff? 

Mr.  Morey.  200  or  300  miles. 

Mr.  Malby.  What  became  of  the  Standard  ? 

Mr.  Morey.  It  busted. 
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Mr.  Malby.  Was  it  busted  at  the  time  you  bought  it  ? 

Mr.  MoREY.  Yes,  sir;  it  had  been  for  two  or  three  years. 

Mr.  Malby.  What  was  the  primary  cause  of  its  failing  ? 

Mr.  MoREY.  I  think  the  management  was  very  good,  perhaps,  but 
made  some  mistakes.  They  had  bad  seasons.  They  had  one  good 
season,  and  then  foolishly  t&ey  doubled  the  capacity  of  the  plant  and 
in  doing  that  they  bonded  it  and  borrowed  money  and  got  in  debt, 
and  when  a  business  goes  downliill  it  goes  just  as  fast  as  it  can.  So 
the  factory  went  into  the  hands  of  a  receiver,  and  then  they  tried  to 
find  a  purchaser,  and  among  others  they  came  to  us. 

Mr.  Malby.  Was  it  in  the  hands  of  the  receiver  at  the  time  you 
purchased  it  ? 

Mr.  Morey.  Yes,  sir.  The  stock  was  owned  in  Boston  largely. 
We  made  a  mistake  in  moving  it.  If  we  had  it  to  do  over  again  we 
would  try  out  the  country. 

Mr.  Malby.  Give  it  a  fair  trial  ? 

Mr.  Morey.  Yes,  sir.     We  are  very  sorry  that  we  ever  moved  it. 

Mr.  Malby.  Now,  generally  speaking,  if  I  understand  you  cor- 
rectly, the  Great  Western  Sugar  Co.  caused  the  construction  of  the 
Sterling,  the  Morgan,  the  Billings,  and  the  ScottsbluflF  factories  since 
their  incorporation  in  1905  ? 

Mr.  Morey.  Yes,  sir. 

Mr.  Malby.  And  each  of  these  refineries  is  now  controlled,  owned, 
and  operated  by  the  Great  Western  Sugar  Refinery  Co.  ? 

Mr.  Morey.  Yes,  sir. 

Mr.  Malby.  You  have  stated  some  of  the  objects  of  the  organiza- 
tion of  the  Great  Western  Sugar  Co.  Is  there  anything  you  can  now 
add  to  the  reasons  why  it  was  thought  wise  on  the  part  of  yourself 
and  others — Mr.  Havemeyer — to  have  this  consolidation  of  the 
various  companies  ? 

Mr.  Morey.  I  think  the  principal  reason  was  that,  of  course,  you 
can  handle  a  bi^r  business  cheaper  than  a  small  one,  to  have  so  many 
different  companies  and  interests  while  identical  in  a  way,  one  man 
would  be  more  in  this  factory — it  could  have  been  evened  up  and 
run  separately,  but  unless  the  stockholders  were  alike  in  the  case  of 
a  bad  year,  when  we  would  want  to  close  a  factory,  those  particular 
stockholders  would  be  hurt.  Then  the  railroads — that  is  the  great 
cause  of  our  success  there. 

Mr.  Malby.  How  many  miles  of  railroad  have  you  ? 

Mr.  Morey.  I  think  we  have  between  60  and  75  miles,  connecting 
up  four  of  the  factories. 

Mr.  Malby.  Of  course  the  factories  were  also  competing  with  each 
other  for  the  markets  substantially  in  the  same  territory,  were  they 

not?  .  .  .         xu 

Mr.  Morey.  No  more  than  now;  our  competition  comes  trom  the 

outside.  ,         ,         ,  •     ii_ 

Mr.  Malby.  I  have  not  quite  gotten  to  that;  but  they  were  m  the 
locality  east  of  Utah  and  west  of  the  Missouri,  and  they  were  in  active 
competition  with  each  other  at  that  time  ? 

Mr.  Morey.  You  mean  the  six  factories  ? 

Mr.  Malby.  Yes,  sir. 

Mr  Morey.  They  were  all  handled  in  my  office.  I  do  not  know 
how  they  could  compete  very  much.  We  were  all  trying  to  get  what 
we  could  for  sugar. 
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Mr.  Malby.  Each  of  them  were  selling  in  the  same  market  ? 

Mr.  MoREY.  Yes,  sir. 

Mr.  Malby.  Under  some  arrangement  ? 

Mr.  MoREY.  No,  sir;  I  was  the  president  of  all  of  them. 

Mr.  Malby.  The  president  of  all  of  them  ? 

Mr.  MoREY.  Yes,  sir;  the  interests  were  largely  identical. 

Mr.  Malby.  You  mean  to  say  that  there  was  no  competition  in  the 
various  markets  ? 

Mr.  MoREY.  There  was  competition,  which  came  to  us  from  outside 
concerns. 

Mr.  Malby.  At  that  time  or  the  present  time,  since  the  organiza- 
tion, has  there  been  any  competition  with  each  other  ? 

Mr.  MoREY.  There  could  not  be  very  much  competition. 

Mr.  Malby.  How  long  have  you  been  president  of  them  all  ? 

Mr.  MoREY.  Well,  nearly  ever  since  they  were  constructed. 

Mr.  Malby.  Upon  the  construction  of  another  company,  was  that 
just  added  to  the  group  and  you  became  president  and  manager? 

Mr.  MoREY.  Yes,  sir;  with  the  exception  of  the  Great  Western, 
which  Mr.  Boettcher  retained  the  management  of.  Until  we  sold  out 
to  the  Great  Western  I  was  the  president  of  all  of  them. 

Mr.  Malby.  And  was  the  board  of  directors  substantially  the  same  ? 

Mr.  MoREY.  Substantially  the  same. 

Mr.  Malby.  What  other  companies  besides  those  you  have  men- 
tioned here  are  doing  a  sugar  business  in  Colorado  ? 

Mr.  MoREY.  There  are  seven  other  factories  in  Colorado  outside 
of  our  group. 

Mr.  Malby.  "Several,"  did  you  say? 

Mr.  Morey.  Seven. 

Mr.  Malby.  Can  you  name  them  ? 

Mr.  Morey.  Yes,  sir.     The  American  Beet  Sugar  Co.  has  three. 

Mr.  Malby.  Three  under  the  head  of  the  American  Beet  Sugar  Co.  ? 

Mr.  Morey.  Yes,  sir.     The  Holly  Sugar  Co.  has  two. 

Mr.  Malby.  The  American  Beet  Sugar  Co.,  do  you  know  anything 
about  what  that  is  capitalized  at  ?  • 

Mr.  Morey.  I  do  not  know;  only  hearsay. 

Mr.  Malby.  Is  the  hearsay  worth  enough  to  repeat  ? 

Mr.  Morey.  I  would  rather  that  you  get  that  from  Mr.  Onxard. 
He  has  testified. 

Mr.  Malby  (to  the  chairman).  Did  Mr.  Oxnard  testify  to  that? 

The  Chairman.  Yes,  sir. 

Mr.  Malby.  Do  you  know  what  its  output  is,  the  output  of  the 
three  factories  ? 

Mr.  Morey.  I  do  not,  but  it  is  large. 

Mr.  Malby.  What  other  companies  are  doing  business  there  ? 

Mr.  Morey.  The  HoUy  Sugar  Co. 

Mr.  Malby.  Where  is  that  located  ? 

Mr.  Morey.  There  is  one  factory  at  Holly  and  one  at  Swink. 

Mr.  Malby.  What  capacity  has  that  ? 

Mr.  Morey.  Well,  one  of  their  factories  is  1,200,  as  I  have  been 
told — I  have  never  been  there — and  the  other  600. 

Mr.  Malby.  Who  is  the  president  and  manager  of  the  company  ? 

Mr.  Morey.  W.  M.  Wiley  is  the  manager  of  the  Holly  and  Swink 
companies. 

The  Chairman.  The  Holly  Sugar  Co.  ? 
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Mr.  MoKEY.  Yes,  sir. 

Mr.  Malbt.  How  long  have  they  been  in  existence  ? 

Mr.  MoREY.  Three  or  four  years. 

Mr.  Malby.  Do  you  thiak  they  were  constructed  prior  or  subse- 
quent to  1905? 

Mr.  MoREY.  I  think  Holly  was  constructed  prior  to  1905  and 
Swink  afterwards. 

Mr.  Malby.  That  the  factory  was  constructed  since  that  time  ? 

Mr.  MoREY.  Yes,  sir. 

Mr.  Malby.  What  other  companies  ?  Just  go  on  and  name  any 
of  the  others. 

Mr.  MoREY.  I  do  not  remember  the  title,  but  there  is  a  factory  at 
Sugar  City,  not  very  far  from  Rocky  Ford,  where  the  American 
Beet  Sugar  Co.  has  a  big  factory. 

Mr.  Malby.  What  is  the  name  ? 

Mr.  MoREY.  Sugar  City.     That  is  not  the  title  of  the  company. 

Mr.  Malby.  That  is  at  Sugar  City  ? 

Mr.  Morey.  Yes,  sir.     It  is  owned  principally  in  Baltimore. 

Mr.  Malby.  Do  you  know  anything  about  what  the  capacity  is  ? 

Mr.  Morey.  It  is  a  500  or  600  ton  plant. 

Mr.  Malby.  Is  that  an  independent  company,  operated  entirely 
independently? 

Mr.  Morey.  Absolutely. 

Mr.  Malby.  Do  you  know  who  the  president  is  ? 

Mr.  Morey.  Mr.  Windfelder  is  the  president  and  manager. 

Mr.  Malby.  Do  you  know  his  given  name  ? 

Mr.  Morey.  Mr.  J.  H.  Windfelder. 

Mr.  Malby.  Are  there  any  other  companies  ? 

Mr.  Morey.  Yes,  sir;  there  is  a  sugar  company  at  Grand  Junction. 

Mr.  Malby.  Do  you  know  the  name  of  that? 

Mr.  Morey.  The  Western  Sugar  &  Land  Co. 

Mr.  Malby.  What  is  its  capacity  ? 

I  suppose  600  tons,  so  far  as  I  know. 

Is  that  operating  now  ? 

Yes,  sir. 

How  long  has  it  been  in  operation  ? 

It  was  one  of  the  first  buUt  in  Colorado. 

But  how  long  would  that  be  ? 

I  think  that  was  built  in  about  1900. 

Is  it  now  conducting  its  business  independently,  so 
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Yes,  sir.     All  those  companies  are  absolutely  iade- 


What  other  companies  ? 

^,^^.  ^.^„^ Let  me  see — the  American  Beet  Sugar  Co.  has  3,  and 

the'iioily  Co.,  2;  that  makes  5;  and  Grand  Junction  and  Sugar  City, 
7,  outside  of  our  9,  making  16  in  Colorado. 

Mr.  Malby.  Do  they  compete  in  the  sale  of  sugar  in  the  same  mar- 
kets that  you  do  ?  . 

Mr.  Morey.  Yes,  sir. 
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Mr.  Malby.  Have  you  any  understanding,  express  or  implied,  with 
them  as  to  the  price  at  which  the  sugar  is  sold  ? 

Mr.  MoREY.  No,  sir. 

Mr.  Malby.  As  a  matter  of  fact,  you  sell  your  output  to  whole- 
salers ? 

Mr.  MoREY.  Yes,  sir. 

Mr.  Malby.  And  the  wholesalers  also  buy  of  these  companies  ? 

Mr.  MoREY.  Yes,  sir. 
•  Mr.  Malby.  Whether  you  have  any  understanding  or  not,  is  it  not 
a  fact  that  the  price  received  at  wholesale  by  all  of  the  companies  is 
substantially  the  same  ? 

Mr.  MoREY.  It  is  so  all  over  the  world. 

Mr.  Malby.  I  will  take  that  matter  up  a  little  later.  Does  the 
Great  Western  Sugar  Co.  own  any  stock  in  these  other  companies  ? 

Mr.  MoRBY.  These  sugar  companies  ? 

Mr.  Malby.  The  seven  you  have  mentioned. 

Mr.  MoREY.  No,  sir. 

Mr.  Malby.  Do  you  own  any  stock  ? 

Mr.  MoREY.  No,  sir. 

Mr.  Malby.  Do  you  know  whether  or  not  Mr.  Havemeyer  owns  or 
ever  did  own  any  stock  1 

Mr.  MoREY.  I  am  quite  sure  he  does  not,  because  I  should  have 
known  of  it. 

Mr.  Malby.  Do  any  of  the  officers  or  stockholders  of  the  Great 
Western  Sugar  Co.  own  any  stock  in  those  companies? 

Mr.  MoREY.  I  think  not. 

Mr.  Malby.  They  are  entirely  independent  ? 

Mr.  MoREY.  I  think  so. 

Mr.  Malby.  How  did  the  Great  Western  Sugar  Co.  determine  the 
price  at  which  these  various  companies  were  to  be  taken  into  the 
organization  ? 

Mr.  MoREY.  We  took  an  inventory,  of  course,  and  had  them  all 
taken  at  the  same  basis,  the  property 

Mr.  Malby  (interposing).  JPerhaps  you  can  give  me  a  little  better 
idea.  When  you  were  talking  with  Mr.  Havemeyer  and  others  by 
way  of  negotiation  and  had  come  to  a  point  where  an  agreement  was 
to  be  made,  was  there  any  committee  appointed  to  pass  on  these 
various  plants  and  to  determine  the  value  of  them  1 

Mr.  MOREY.  I  think  not,  because  I  was  very  familiar  with  them. 

Mr.  Malby.  How  did  you  fix  the  value  to  be  put  on  each  one  of 
them,  how  was  that  determined  and  by  whom  ? 

Mr.  Morey.  By  the  auditor,  I  think,  of  our  company. 
Mr.  Malby.  Who  was  the  auditor? 
Mr.  Morey.  Mr.  W.  A.  Dixon,  at  that  time. 
Mr.  Malby.  Did  he  visit  the  various  plants  ? 

Mr.  Morey.  He  was  very  familiar  with  them.     I  do  not  know 

whether  he  did  at  that  time,  but  we  all  visited  them  very  frequently. 

Mr.  Malby.  Was  there  any  committee  appointed  on  behalf  of  the 

six  original  companies  to  visit  the  plants  or  to  determine  the  value 

at  which  they  were  to  be  taken  in  ? 

Mr.  Morey.  I  do  not  remember  any  particular  committee.  We  all 
were  at  the  factories  so  frequently,  and  knew  the  conditions,  and 
when  the  inventory  was  presented  we  knew  just  what  we  were  talking 
about. 
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Mr.  Malby.  And  you  accepted  the  value  ? 

Mr.  MoEEY.  Yes,  sir;  that  is  my  recollection  of  it. 

Mr.  Malby.  Now,  so  far  as  you  know,  was  the  Sterling  Sugar  Co. 
or  the  Morgan  County  Construction  Co.  or  the  Billings  or  the  Scotts- 
bluff  Sugar  Co.  constructed  for  the  purpose  of  heading  off  anyone 
else  from  building  like  factories  ? 

Mr.  MoEEY.  No,  sir.  There  was  no  one  else  on  the  grotind.  We 
did  not  know  but  what  there  might  be  a  movement  in  the  sugar 
business  and  that  somebody  wovild  take  hold  of  the  same  location. 

Mr.  Malby.  So  part  of  the  reason  for  the  construction  of  these 
companies  was  that  the  locations  were  good  and  there  was  a  possibili- 
ity  that  somebody  else  might  come  in  ? 

Mr.  MoEEY.  In  the  sugar  business,  we  thought  we  better  build 
wherever  we  could  get  beets  enough,  and  the  communities  were  after 
lis  and  others,  too,  perhaps — we  did  not  know  that,  but  it  is  not  an 
easy  matter  for  a  local  company  to  raise  capital  anB  build  a  sugar 
factory;  there  are  too  many  trials. 

Mr.  Malby.  Did  it  occur  to  you  that  this  being  an  advantageous 
point  for  the  construction  of  a  factory  that  other  companies  or  per- 
sons, if  they  did  construct  factories  there,  might  be  in  competition 
with  you  in  the  same  territory  ? 

Mr.  Morey.  That  would  be  a  natural  inference.  What  factories 
we  built  we  felt  that  they  should  be  consolidated  so  that  we  could 
build  our  own  railroad  to  all  of  them  and  haul  our  own  product  to 
the  people  in  Denver;  that  was  my  plan. 

Mr.  Malby.  I  have  that  in  mind.  Was  one  of  the  purposes  of 
constructing  these  companies  to  avoid  having  some  one  else  come 
in  and  build  a  factory  there  in  competition  with  yours?  In  other 
words,  was  it  one  of  the  policies  of  the  company  to  take  up  advan- 
tageous points  in  order  to  control  the  market  in  that  portion  of  the 
country  ? 

Mr.  Morey.  No,  sir.  It  would  not  affect  the  market  a  particle. 
I  wish  somebody  would  build  factories  as  they  have  in  Michigan.  I 
see  the  mistake.  If  they  would  build  some  factories  right  in  our  midst 
it  would  be  a  benefit  instead  of  an  injury. 

Mr.  Malby.  Do  you  think  that  competition  would  be  a  benefit  ? 

Mr.  Morey.  Yes,  sir. 

Mr.  Malby.  To  the  sugar  manufacturer  himself  ? 

Mr.  Morey.  I  feel  that  the  farmers  and  others  would  be  better 
satisfied  if  we  had  competitors. 

Mr.  Malby.  I  have  not  any  doubt  as  to  the  farmers. 

Mr.  Morey.  It  is  just  like  a  little  town  in  which  there  is  but  one 
store,  and  every  farmer  dealing  at  that  store  feels  that  he  is  being 
robbed,  and  you  have  that  feeling  where  there  is  no  competition. 

Mr.  Malby.  And  they  would  feel  that  they  were  getting  fairer 

prices  ? 

Mr.  Morey.  Yes,  sir;  but  they  would  not  get  any  better  price, 
probably  not  as  good.  We  have  "^raised  the  price  every  year  since  we 
have  been  there;  we  must,  or  we  will  not  get  the  beets. 

Mr.  Malby.  You  have  not  constructed  any  factories  at  the  places 
where  the  independent  organizations  are  now  ? 

Mr.  Morey.  No,  sir.  ■    .  .  .u 

Mr.  Malby.  What  is  the  average  production  per  acre  m  tons  oi  the 
lands  cultivated  by  your  several  companies  ? 
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Mr.  MoREY.  It  varies  very  much  in  different  years. 

Mr.  Malby.  What  would  be  the  average  for  five  years,  say  ? 

Mr.  MoREY.  About  12  tons.  Some  years  it  runs  a  good  deal  over 
that. 

Mr.  Malby.  You  think  the  average  would  be  12  tons  ? 

Mr.  Morey.  Yes,  sir;  for  five  years. 

Mr.  Malby.  What  is  the  percentage  of  sugar  in  the  beets  produced 
for  the  same  period  of  time  ? 

Mr.  Morey.  It  varies,  of  course,  up  and  down. 

Mr.  Malby.  I  say  for  the  five-year  period  ? 

Mr.  Morey.  This  is  a  guess.  Well,  I  should  say  14  per  cent,  14^ 
per  cent,  perhaps. 

Mr.  Malby.  Fourteen  and  one-half  per  cent  on  the  average  ? 

Mr.  Morey.  Yes,  sir.  Last  year  it  was  almost  16  per  cent,  and 
the  year  before  that  it  was  less  than  14  per  cent. 

Mr.  Malby.  What  price  do  you  pay  the  farmer  for  the  beets  ? 

Mr.  Morey.  We  adopted  the  sliding  scale  last  year  for  the  first  time 
and  had  a  good  deal  of  opposition  from  the  farmers.  When  we  took 
hold  some  of  the  factories  were  paying  $4.50  and  some  $5.  They  had 
contracts  out  for  three  years.  I  had  those  contracts  all  canceled  and 
written  at  $5,  and  made  that  uniform  everywhere,  15  flat  at  the  load- 
ing station  and  at  the  factory,  we  paying  all  the  freight.  That  ran 
along  for  two  or  three  years.  Three  years  ago  we  had  so  many  beets 
that  we  felt  they  must  be  siloed,  that  is,  part  of  them  covered  and 
held  back,  because  they  rot.  That  brought  up  friction  with  the  far- 
mers and  we  had  meetings  and  talks  and  the  newspapers  were  after  us. 

Mr.  Malby.  Did  you  have  the  farmers  silo  them  or  did  you  silo 
them? 

Mr.  Morey.  The  farmers,  for  which  we  pay  them  50  cents  extra. 
That  was  satisfactory.  They  sUoed  less  then  20  per  cent  of  the  ton- 
nage and  we  paid  them  50  cents.  That  was  $5.50  with  silo  and  $5  for 
those  not  siloed.  This  last  year  they  wanted  some  other  plan  made 
and  demanded  $6  flat  rate.  I  felt  that  we  could  not  pay  it.  I  wanted 
to  meet  them  and  treat  them  fairly.  We  had  raised  from  $4.50  to  $5. 
I  found  that  in  Michigan  and  most  of  the  other  places  they  were  pay- 
ing according  to  the  sugar  contents  and  so  I  decided  to  put  that  in. 

Mr.  Malby.  What  was  that  ? 

Mr.  Morey.  $5.44  this  year  on  the  average. 

Mr.  Malby.  State  exactly  what  your  terms  are. 

Mr.  Morey.  We  pay  them  $5.25  for  all  beets  up  to  a  test  of  14.9 
per  cent,  anything  up  to  that  point  gets  $5.25.  Then  we  pay  25  cents 
for  every  additional  per  cent  of  sugar  in  the  beet,  splitting  that  in- 
crease at  the  half  per  cent.  The  average  this  year  was  $5.44  that  the 
farmers  got  for  their  beets;  some  got  $7. 

Mr.  Malby.  Each  factory  is  controlled  as  a  whole  by  this  price  ? 

Mr.  Morey.  Yes,  sir. 

Mr.  Malby.  That  is  to  say,  you  do  not  select  out  each  farmer  and 
pay  him,  that  would  be  impracticable  or  impossible  ? 

Mr.  Morey.  We  pay  each  farmer  according  to  the  test  of  his  beets. 

Mr.  Malby.  Do  you  test  every  farmer's  beets  ? 

Mr.  Morey.  Yes,  sir. 

Mr.  Malby.  And  pay  him  according  to  the  amount  of  sugar  in  the 
beets  ? 
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Mr.  MoEEY.  There  will  come  in  8  or  10  loads,  and  they  take  a  sample 
of  about  25  pounds  from  every  wagon-load  and  they  put  them  all 
together  and  then  at  night  they  are  mixed  up  and  a  sample  of  that, 
amounting  to  25  pounds,  is  forwarded  to  the  factory  every  day,  put- 
ting it  down  in  the  car  where  it  will  not  shrink  too  much,  because  if 
they  shrink  we  lose,  because  it  is  the  water  that  goes  out,  and  we 
want  to  get  them  just  as  near  fair  as  we  can.  The  test  is  made  at 
the  factory  of  that  individual  man's  J)eets,  and  the  chemist  who  makes 
the  test  does  not  know  the  man's  name,  but  his  number. 

Mr.  Malby.  And  he  makes  the  return  to  the  company  ? 

Mr.  MoEET.  Yes,  sir. 

Mr.  Malby.  What  does  it  cost  you  in  addition  to  the  beets  to 
manufacture  the  sugar;  what  has  been  your  average  cost  in  recent 
years  ? 

Mr.  MoREY.  I  can  not  tell  you  exactly  what  the  factory  costs  are, 
because  the  price  varies  with  the  years. 

Mr.  Malby.  Could  you  ascertain  in  some  manner  what  it  has 
actually  cost  you  to  manufacture  a  pound  of  sugar,  the  average  cost 
during  the  past  five  years,  say  ? 

Mr.  MoEEY.  I  can  tell  you  within  a  fraction. 

Mr.  Malby.  What  would  it  be  within  a  fraction  ? 
■    Mr.  MoREY.  Between  3.65  and  3.75. 

Mr.  Malby.  That  is  the  cost  up  to  the  point  of  putting  the  sugar 
in  the  barrel  ? 

Mr.  MoREY.  We  put  it  in  bags. 

Mr.  Malby.  You  put  it  in  bags  ? 

Mr.  MoREY.  Yes,  sir. 

Mr.  Malby.  Does  that  include  all  expenses  of  investment,  etc.  ? 

Mr.  MoREY.  I  think  that  is  supposed  to  cover  all  the  expense  of 
putting  the  sugar'  into  the  bags. 

Mr.  Malby.  It  does  not  include,  however,  your  dividends  ? 

Mr.  MoREY.  No,  sir;  of  course  not. 

Mr.  Malby.  Or  your  surplus  which  you  put  aside  ? 

Mr.  MoEEY.  No,  sir. 

Mr.  Malby.  It  does  not  include  the  amount  for  depreciation  or 
anything  of  that  kind? 

Mr.  MoREY.  No,  sir;  just  the  cost. 

Mr.  Malby.  Just  the  expense  of  the  mechanical  operation  of 
transferring  the  beet  into  sugar? 

Mr.  MoREY.  Yes,  sir. 

Mr.  Malby.  And  you  say  it  is  3.65  to  3.75  ? 

Mr.  MoREY.  Yes,  sir. 

Mr.  Malby.  Can  you  tell  me  what  the  wholesale  price  has  been 
for  that  kind  of  sugar  during  the  past  year  or  the  average  for  five 

Mr.  MoREY.  I  think  I  can  give  you  an  average  for  five  years,  4.48^. 
Mr.  Malby.  Do  you  sell  your  sugar  for  a  less  price  than  the  cane 

sugar  ? 

Mr.  Morey.  Yes,  sir. 

Mr  Malby.  How  much  less  do  you  get  ? 

Mr  Morey.  It  depends  where  we  sell  it  and  what  the  conditions  are. 

Mr  Malby!  Where  you  sell  it  in  ccmpetition  with  cane  sugar,  how 
much  less,  if  any,  do  you  sell  it  for  ? 
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Mr.  MoREY.  It  is  always  sold,  everywhere,  in  competition,  and 
where  the  price  is  governed  from  the  western  coast  it  is  usually  20 
cents.  They  get  20  cents  there,  and  other  beet  people  ship  in  ana  we 
have  to  follow. 

Mr.  Malby.  You  do  not  sell  for  20  cents  less  than  the  sugar  from 
California  ? 

Mr.  MoREY.  No,  sir;  they  come  here  and  ship  sugar  into  our 
territory. 

Mr.  Malby.  And  you  meet  that  competition  ? 

Mr.  MoREY.  No,  sir. 

Mr.  Malby.  You  do  not  sell  for  any  less  price? 

Mr.  MoEEY.  No,  sir;  but  the  cane  sugar,  they  make  that  difference 
in  California. 

Mr.  Malby.  And  you  make  the  same  difference  ?  : 

Mr.  Morey.  Wherever  they  go.  When  we  get  down  to  Buffalo  or 
in  Michigan  territory  why  it  depends — there  is  no  uniformity  to  it. 
Sometimes  I  have  known  the  difference  in  Chicago  to  be  30  cents  and 
40  cents  at  one  time. 

Mr.  Malby.  The  difference  between  cane  and  beet  sugar? 

Mr.  MoREY.  Yes,  sir. 

Mr.  Malby.  Was  that  during  what  is  called  the  beet-sugar  season  ? 

Mr.  MoKEY.  Yes,  sir.  It  was  when  everyone  was  anxious  to  sell, 
and  we  thought  the  market  would  be  lower. 

Mr.  Malby.  There  is  a  season  wherein  beet  sugar  is  sold  for  a  little 
less  price  than  during  the  other  portions  of  the  year  ? 

Mr.  MoREY.  Yes,  sir. 

Mr.  Malby.  You  retain  sugar  enough  in  your  storehouses  to  supply 
your  market  during  the  year  ? 

Mr.  MoREY.  Jupt  the  local  market. 

Mr.  Malby.  What  do  you  call  the  local  market  ? 

Mr.  Morey.  The  State  of  Colorado,  we  will  say,  and  Wyoming, 
near-by  territory. 

Mr.  Malby.  It  does  not  apply  to  all  the  customers  you  have  in  other 
States? 

Mr.  Morey.  No,  sir;  it  could  not,  because  it  wouH  cost  too  much 
money  to  build  the  warehouses. 

Mr.  Malby.  The  price  you  receive  in  the  places  where  there  is  com- 
petition with  California  and  Michigan  is  substantially  the  price  re- 
ceived by  the  Michigan  and  CaUfornia  beet-sugar  men  ? 

Mr.  Morey.  Yes,  sir. 

Mr.  Malby.  And  other  sugar  ? 

Mr.  Morey.  We  can  not  tell  just  what  they  do.  The  brokers  are 
pretty  cute,  and  when  we  think  we  are  getting  a  fair  price  somebody 
is  getting  the  business  away  from  us  by  cutting. 

Mr.  Malby.  You  attempt  to  get  the  average  price  ? 

Mr.  Morey.  We  try  to. 

Mr.  Malby.  This  question  has  been  suggested  by  my  colleague: 
What  is  the  total  output  of  your  factories  at  the  present  time  ? 

Mr.  Morey.  Do  you  want  to  laiow  for  the  last  year  ? 

Mr.  Malby.  Yes,  sir;  or  for  a  period  of  years,  if  you  have  it  there; 
give  us  what  you  have. 

Mr.  Morey.  In  the  1908-9  campaign  we  made — my  figures  are  all 
in  bags,  100  pounds,  but  you  can  add  two  ciphers — 1,808,834  bags, 

Mr.  Garrett.  Repeat  that,  please. 
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Mr.  MoREY.  One  million  eight  hundred  and  eight  thousand  eight 
hundred  and  tliirty-four  bags. 

The  Chairman.  One  hundred  pounds  each  ? 

Mr.  MoREY.  Yes,  sir.  Add  two  ciphers  and  you  have  the  pounds. 
We  have  always  kept  our  records  in  bags.  In  1909-10,  2,146,828 
bags. 

Mr.  Malby.  lias  there  been  a  substantial  increase  from  the  time 
of  the  consolidation  of  the  companies  ur>  to  the  present  time  ? 

Mr.  !MoEEY.  Until  the  last  year,  wlii(.'li  I  am  going  to  give  you  now. 
In  1910-11,  that  is  the  campaign  just  ended,  1,462,798. 
■  Mr.  Garrett.  Quite  a  falling  off  v 

Mr.  MoREY.  Yes,  sir. 

Mr.  Malby.  What  was  the  cause  ? 

Mr.  Morey.  The  climatic  conditions.  We  had  a  terrible  drought, 
and  we  are  in  for  another  one  this  year,  according  to  advices. 

Mr.  Malby.  Do  you  know  the  number  of  acres  of  land  which  you 
have  under  cultivation  ? 

Mr.  Morey.  I  can  tell  you  in  round  figures.  We  have  contracts 
for  70,000-odd  acres  at  the  nine  factories,  and  last  year  we  only 
harvested  48,000  acres. 

Mr.  Malby.  Does  j^our  company  own  any  beet  sugar  in  the  South? 

Mr.  Morey.  Yes,  sir. 

Mr.  Malby.  State  which  factories  are  owned,  where  they  are,  and 
how  much,  if  you  can. 

Mr.  Morey.  Well,  it  is  pretty  hard  to  give  it  exact.  At  Longmont 
we  own  500  acres  and  lease  500  additional  acres,  maldng  about  1,000 
acres. 

Mr.  Malby.  You  operate  that  land  yourself  ? 

Mr.  Morey.  Yes,  sir. 

Mr.  Malby.  What  is  that  land  worth  per  acre  ? 

Mr.  Morey.  I  have  offered  $200  an  acre  for  the  land  we  lease. 
The  other  is  pretty  nearly  as  good,  not  quite.  It  all  depends  on  the 
water.  ' 

Mr.  Malby.  Is  your  own  land  equally  as  good  ? 

Mr.  Morey.  No,  sir.  The  land  is  just  as  good,  but  we  have  not 
the  water. 

Mr.  Malby.  All  subject  to  irrigation  ? 

Mr.  Morey.  Yes,  sir. 

Mr.  Malby.  All  of  it? 

Mr.  Morey.  Yes,  sir. 

Mr.  Malby.  Go  to  the  next  and  answer  with  respect  to  it. 

Mr.  Morey.  At  Loveland  we  have,  I  should  say,  three  or  four 
hundred  acres,  and  we  lease  320  acres,  I  think. 

Mr.  Malby.  And  what  is  the  value  of  the  land  ? 

Mr.  Morey.  That  land  is  worth  $200  an  acre. 

Mr.  Malby.  And  operated  by  yourself  ? 

Mr.  Morey.  Yes,  sir. 

Mr.  Malby.  What  is  another  company  ?    . 

Mr.  Morey.  Fort  Collins,  I  think;  we  have  about  400  acres  of  land, 
not  valuable  land.  It  is  heavy,  and  right  around  the  factory;  I  will 
put  that  at  $100  an  acre. 

Mr.  Malby.  Do  you  lease  some  land  also  ? 

Mr!  Morey.  Not  at  Fort  Collins. 

Mr.  Malby.  What  other  ones  ? 
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Mr.  MoREY.  At  Eaton  we  own,  I  should  say,  1,600  acres. 
Mr.  Malby.  How  many  acres  ? 

One  thousand  five  hundred. 

The  company  owns  that  ? 

Yes,  sir. 

And  the  value  of  that  ? 

$100  an  acre.     A  good  deal  of  that  is  land  we 


are 


Mr.  MoREY. 

Mr.  Malby. 

Mr.  MoREY. 

Mr.  Malby. 

Mr.  MoREY. 
reclaiming. 

Mr.  Malby.  Do  you  lease  any  land  there  ? 

Mr.  MoEEY.  None  to  speak  of. 

Mr.  Malby.  You  have  spoken  of  the  necessity  for  the  use  of  water 
Do  the  water  rights  go  with  the  land  ? 

Mr.  MoREY.  The  water  rights  are  transferred  from  one  piece  of  land 
to  another;  you  have  to  pay  extra. 

Mr.  Malby.  Extra  for  the  water  ? 

Mr.  MoREY.  Yes,  sir;    but  in  this  I  include  the  land  with  what 
water  rights  we  have. 

Mr.  Malby.  You  own  the  water  rights  ? 
Yes,  sir. 
And  the  price  of  the  land  you  have  given  includes  the 


Mr.  MoREY 
Mr.  Malby. 
water  ? 
Mr.  Moeey, 


Yes,  sir;  which  we  have. 

Mr.  Malby.  Does  it  include  the  water  rights  where  you  do  not  own 
the  beet  land  itself  ? 

Mr.  MoREY.  The  beet  land  that  I  speak  of  ? 

Mr.  Malby.  Yes,  sir. 

Mr.  MoREY.  That  would  include  the  water  rights. 

Mr.  Malby.  What  other  companies? 

Mr.  MoBEY.  At  Greeley  we  have  the  plant.     At  Brush  we  have 
perhaps  300  acres  and  lease  the  same  amount. 

Mr.  Malby.  What  is  the  value? 

Mr.  MoREY.  $150  an  acr^. 

Mr.  Malby.  Have  you  water  rights  ? 

Mr.  MoREY.  Yes,  sir. 

Mr.  Malby.  You  own  the  water  rights  1 

Mr.  Morey.  Yes,  sir;  it  includes  the  water  rights. 

Mr.  Malby.  And  at  Fort  Morgan  ? 

Mr.  Morey.  About  the  same,  I  should  say. 

Mr.  Malby.  Three  hundred  acres  ? 

Mr.  Morey.  Yes,  sir. 

Mr.  Malby.  Under  cultivation  ? 

Mr.  Morey.  Yes,  sir. 

Mr.  Malby.  And  the  value ! 

Mr.  Morey.  About  the  same,  about  $150. 

Mr.  Malby.  Do  you  lease  any  ? 

Mr.  Morey.  I  do  not  think  we  lease  any  this  year. 

Mr.  Malby.  Have  you  given  them  all  ? 

Mr.  Morey.  Sterling,  we  own,  I  should  say,  500  acres,  and  lease 
about  the  same  amount. 

Mr.  Malby.  And  the  value  1 

What  we  own — the  value,  I  should  say,  was  $150  an 


Mr.  MoKEY. 
acre. 
Mr.  Malby. 


Are  there  any  others  that  you  recall! 
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Q  ^r.  MoEEY.  Yes,  sir;  I  am  going  through  them  in  order.  At 
bcottsblutt  we  have  qmte  a  large  amount  owned  by  the  Imperial 
Lajid  Co. ,  but  that  is  our  own  property.     We  have  at  least  1 ,000  acres 

Mr.  Malby.  What  is  that  worth  ? 

Mr.  MoEEY.  $100  an  acre;  it  is  a  newer  country. 

Mr.  Malby.  Do  you  lease  any  land  ? 

Mr.  MoEEY.  I  do  not  think  we  do. 

Mr.  Malby.  Now,  have  you  given  therh  all  ? 

Mr.  MoEEY.  Billings  is  the  only  one.  We  have  about  500  acres 
at  Billings. 

Mr.  Malby.  Do  you  lease  any  ? 

Mr.  Morey.  No,  sir. 

Air.  Malby.  What  is  that  worth  ? 

Mr.  Morey.  I  should  say  $125  an  acre. 

Mr.  Malby.  Have  you  named  them  all  ? 

Mr.  MoEEY.  I  think  I  have. 

Mr.  Malby.  What  does  it  cost  the  company  per  ton  to  raise  the 
beets  and  deliver  them  at  your  factory  or  make  such  delivery  of 
them  as  the  farmer  does? 

Mr.  Moeey.  It  depends  on  the  season  altogether.  Some  seasons 
we  make  money  off  the  farms,  and  on  others  we  lose  money.  This 
last  year  was  a  bad  year,  the  same  with  the  farmers,  and  the  same 
with  us. 

Mr.  Malby.  On  the  average  during  the  past  year,  considering  the 
interest  upon  your  investment  and  the  cost  of .  labor  and  seeds, 
including  every  other  known  cost  to  the  company,  at  what  price 
would  you  say  you  were  able  to  produce  beets  delivered  as  the 
farmer  delivers  them  at  your  factory  ? 

Mr.  Moeey.  Just  the  last  year  ? 

Mr.  Malby.  The  last  year'. 

Mr.  Moeey.  Or  the  averaged 

Mr.  Malby.  First,  the  last  year. 

Mr.  Moeey.  The  last  year,  I  should  say,  $5. 

Mr.  Malby.  Can  you  give  me  substantially  an  answer  as  to  what  it 
has  cost  for  a  period  of  five  years  on  the  same  basis  ? 

Mr.  Moeey.  $4.50.     Understand,  we  do  not  raise  all  beets.     We 
raise  other  crops ;  we  have  to  rotate.     If  we  have  400  acres  of  land  we 
can  not  raise  over  100  acres,  because  we  want  to  rotate.     That  is  of  . 
great  benefit  to  the  industry,  a  benefit  to  other  crops. 

Mr.  Malby.  I  somewhat  understood  that.  I  am  asking  now  more 
especially  about  the  beet  crop. 

Mr.  Moeey.  I  am  giving  it  to  you  as  near  as  I  can. 

Mr.  Malby.  The  fact  is  there  would  be  a  slight  advantage  over  a 
period  of  five  years  in  cultivating  your  own  land  between  that  and 
purchasing  the  beets  from  the  farmer  ? 

Mr.  Morey.  It  is  not  possible  to  raise  our  own  beets ;  it  is  too  big  a 
job. 

Mr.  Malby.  I  appreciate  that. 

Mr.  Morey.  What  we  raise  would  not  run  the  factory  one  day. 

Mr.  Malbt.  It  is  very  small,  indeed ;  I  appreciate  that. 

I  now  desire  to  call  your  attention  to  the  beet  industry  in  the 
United  States  generally.  It  had  its  commencement  about  how  many 
years  ago  ? 
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Mr.  MoREY.  Well,  I  think  Mr.  Cutler's  testimony  on  yester^aj 
gave  that  information.     He  was  the  very  first. 

Mr.  Malby.  You  concur  in  what  he  said,  that  it  has  been  in  active 
operation  substantially  since  1900  ? 

Mr.  MoREY.  He  has  been  at  it  20  years.  That  would  be  farther 
back  than  that;  the  Lehigh  factory,  I  know,  has  been  running 
20  years  in  that  vicinity. 

Mr.  Malby.  Is  it  gradually  increasing  in  acreage  ? 

Mr.  MoREY.  Yes,  sir,  indeed. 

Mr.  Malby.  And  the  soil  also  is  being  tilled  in  a  manner  v^hich 
produces  many  more  beets  ? 

Mr.  MoREY.  An  improvement  all  along  the  Une. 

Mr.  Malby.  As  well  as  the  saccharine  in  the  beets  themselves  ? 

Mr.  MoEEY.  Yes,  sir. 

Mr.  Malby.  And  the  aggregate  output  has  increased  from  year  to 
year? 

Mr.  MoREY.  Yes,  sir. 

Mr.  Malby.  Something  has  been  said  with  respect  to  the  effect 
upon  the  beet  industry  in  case  of  the  repeal  of  the  present  tariff.  Is 
that  found  to  be  advantageous  ? 

Mr.  MoREY.  We  could  not  live  without  the  present  tariff.  I  do 
not  believe  there  would  be  a  beet  factory  in  the  United  States  if  the 
tariff  were  removed.     That  is  my  honest  opinion. 

Mr.  Malby.  Is  the  industry  sufficiently  established  in  your  judg- 
ment, so  that  it  could  operate  successfully  and  profitably  by  any 
considerable  reduction  in  the  tariff  ? 

Mr.  MoREY.  No,  sir;  I  think  not. 

Mr.  Malby.  Your  idea  about  it  is  that  if  the  beet  industry  is  to  be 
preserved  that  you  require  a  tariff  ? 

Mr.  MoREY.  Yes,  sir. 

Mr.  Malby.  Equal  to  the  present  one  ? 

Mr.  MoREY.  Yes,  sir;  we  could  not  stand  any  reduction  and  have 
the  business  reasonably  profitable.  The  smaller  factories  can  do  as 
well  as  we  can,  but  we  could  not  make  a  fair  return. 

Mr.  Malby.  The  president  of  the  Michigan  Sugar  Co.  gave  us  the 
various  States  in  which  the  sugar  is  marketed,  and  also  the  percentage 
of  his  output  going  into  each  State.     Have  you  such  information? 

Mr.  MoREY.  I  can  not.  Your  telegram  came  when  I  was  away 
from  home,  and  I  had  just  a  day  to  prepare,  and  besides  I  did  not 
know  the  nature  of  the  questions  that  I  would  be  asked.  Here  is  a 
statement  [handing  Mr.  Malby  statement]. 

Mr.  Malby  (after  examining  statement) .  I  notice  in  this  statement 
which  you  have  handed  to  me  that  you  market  some  sugar  in  almost 
all  th^  States  of  the  Union  ? 

Mr.  MoREY.  Yes,  sir. 

Mr.  Malby.  I  notice  that  in  New  York  you  marketed  15,904  bags 
in  19.07-8,  and  none  in  1908-9,  and  none  in  1909-10  ? 

Mr.  MoREY.  Yes,  sir. 

Mr.  Malby.  How  did  that  happen  ? 

Mr.  MoREY.  We  did  not  have  so  much  sugar  to  handle  on  account 
of  the  drought,  and  of  course  what  sugar  we  send  to  New  York  is  at 
a  loss,  and  is  only  sold  to  get  it  into  consumption. 

Mr.  Malby.  Why  is  it  sold  at  a  loss  in  New  York  ? 

Mr.  MoREY.  The  freight  is  so  much. 


AMERICAN   SXJGAB   EEFINING    CO. 


895 


Mr.  Malbt.  That  is  the  sole  reason  ? 

Mr.  MoEEY.  Yes,  sir;  indeed.  We  would  send  to  New  England 
if  we  could  get  the  price. 

Mr.  Malby.  Is  there  any  understanding  with  the  American  Sugar 
Refining  Co.  that  you  shall  not  send  to  New  York  ? 

Mr.  MoEEY.  No,  sir. 

Mr.  Malby.  I  see  you  did  not  send  any  to  New  England.  Is  that 
by  reason  of  the  freight  rate  ? 

Mr.  MoEEY.  Yes,  sir;  entirely. 

Mr.  Malby.  Is  it  a  fact  that  the  railroad  companies  have  divided 
the  country  into  various  freight  districts,  as  they  call  it,  and  estab- 
lished a  rate  within  a  certain  radius  ?  For  instance,  is  there  a  rate 
between  New  York  and,  say,  the  Mississippi  River,  and  between  the 
Mississippi  River  and  the  Rocky  Mountains,  and  between  the  Rocky 
Mountains  and  the  Pacific  slope  ? 

Mr.  MoEEY.  Yes,  sir;  the  farther  the  distance  the  greater  the  rate. 

Mr.  Malby.  Is  it  absolutely  divided  into  districts  ? 

Mr.  Moeey.  I  think  not.  I  think  there  is  a  division  from  the  West 
going  as  far  as  the  Mississippi  River,  where  they  make  a  blanket  rate 
in  all  that  territory. 

Mr.  Malby.  Is  the  rate  coming  east  from  San  Francisco  more  or 
less  than  going  west  to' San  Francisco  ? 

Mr.  Moeey.  I  do  not  think  there  is  any  rate  to  San  Francisco. 
We  have  nothing  to  ship,  and  the  railroads  do  not  publish  a  tariff 
until  somebody  asks  for  it. 

^Ir.  Malby.  I  want  to  put  this  statement  in  evidence. 

(The  statement  referred  to  by  Mr.  Malby  follows :) 


states. 


Arkansas 

California 

Colorado 

niinois 

Indiana. 

Iowa 

Indian  Territory. 

Kansas 

Kentucky 

Michigan 

Minnesota 

Missouri 

Montana 

Nebraska 

New  Mexico 

New  York 

North  Dakota 

Ohio 

Oklahoma 

Pennsylvania 

South  Dakota 

Tennessee 

Texas 

West  Virginia 

Wisconsin 

Wyoming 


Number  of  bags,  season  of — 


190&-10 


10,200 


265,295 

269, 666 

8,611 

247, 828 


1908-9 


2,290 


277,810 

600 

14, 400 

122,984 


139, 908 


1,800 
21,091 
96, 770 
37,885 
75, 115 


119,280 


Total 2, 146, 939 


43,300 
20,930 


286,  414 

192, 143 

7,200 

194, 720 


18, 240 


233,058 

3,600 

10, 200 

141, 310 

293, 102 


246,802 


600 

2,150 

19,200 

39,885 

7,200 

51,310 


40,800 


18,729 
17,840 


1,808,553 


196, 433 

513,  484 
70, 486 

306, 171 
4,460 

117,286 
28, 120 
82,547 

190, 579 


46, 603 

10 

15,904 

3,000 

64,300 

193, 777 

43,509 

32, 926 

60 

189, 170 

4,245 

137,277 

11,230 


2,669,675 


1906-7 


2,260 


241,179 
204,979 

12,000 
340, 674 

80,830 

166,671 

3,326 

2,850 

369,890 

431,357 


106, 119 


,  600 

!r,ioo 

16, 402 
123, 340 
10, 862 
32,580 


80,531 

400 

62, 532 

26, 495 


2,301,976 


1905-6 


230 
230, 973 
99,891 


249,510 

18,  ISO 

111,660 


285,000 

246,350 

300 

66,666 


36,001 
22,' 400 


51,100 
'23,071 


21, 335 
21,290 


1,473,937 


Mr.  Malby.  You  have  said  something  about  there  being  competi- 
tion in  the  territory  which  you  cover.     Is  there  any  competition  out- 
side of  the  local  factories  in  the  State  of  Colorado  ? 
99220— No.  11—11 -3 
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Mr.  MoREY.  Oh,  yes;  the  main  competition  is  outside. 

Mr.  Malby.  What  is  the  population  of  Colorado;  do  you  recall? 

Mr.  MoEEY.  About  800,000,  I  should  say. 

Mr.  Malby.  Nine  hundred  thousand,  I  understand,  nearly.  How 
about  California  granulated  sugars  ?  Do  they  come  into  your  terri- 
tory ? 

Mr.  Morey.  Yes,  sir. 

Mr.  Malby.  And  you  sell  in  competition  with  them  ? 

Mr.  Morey.  Yes. 

Mr.  Malby.  And  you  sell  also  in  competition  with  the  Michigan 
factories  ? 

Mr.  Morey.  They  can  not  get  out  so  far.  The  freight  would  be 
too  much  for  them. 

Mr.  Malby.  How  about  the  Utah  factories  ? 

Mr.  Morey.  They  do  not  get  into  our  territory  much.  They  could 
not  get  anything  by  it.  They  could  not  get  any  better  price  than  they 
get  at  the  Missouri  River. 

Mr.  Malby.  You  think  the  reason  for  not  competing  is  owing  to  the 
question  of  freight  rates,  largely  ? 

Mr.  Morey.  I  think  if  they  could  get  in  there  they  would  be  just 
hke  the  rest  of  them — they  would  come  in. 

Mr.  Malby.  You  have  no  understanding  with  reference  to  the  divi- 
sion of  territory  ? 

Mr.  Morey.  No. 

Mr.  Malby.  Has  there  ever  been  any  meeting  between  the  various 
officers  of  the  Michigan  company  and  your  company  and  those  of 
Utah,  or  any  understanding  that  territory  should  be  somewhat 
regarded  as  sacred  where  each  was  doing  its  manufacturing  ? 

Mr.  Morey.  Not  so  far  as  I  know. 

Mr.  Malby.  None  so  far  as  you  know  ? 

Mr.  Morey.  No. 

Mr.  Malby.  Have  you  any  understanding  or  have  you  ever  had 
any  understanding  or  arrangement,  expressed  or  implied,  with  your 
wholesalers  that  they  shall  handle  your  goods  and  none  others  ? 

Mr.  Morey.  No,  sir. 

Mr.  Malby.  They  are  at  Hberty  to  buy  from  whomever  they  please  ? 

Mr.  Morey.  Yes,  sir. 

Mr.  Malby.  And  are  not  discriminated  against  in  any  way  if  ithey 
do  ? 

Mr.  Mosey.  No;  we  sell  them  all  we  can,  of  course. 

Mr.  Malby.  I  have  no  doubt  of  that.  That  is  a  legitimate  propo- 
sition. How  do  you  determine  the  price  at  which  you  sell  sugar  in 
various  places  ? 

Mr.  Morey.  Our  brokers  report  to  us  what  the  price  of  cane  is,  and 
of  course  we  know  what  the  price  of  sugar  is  in  London  and  of  the  raw 
market — what  the  raw  market  is — and  I  am  then  governed  by  whether 
I  want  to  make  sales  in  that  particular  territory,  knowing  I  have  to  go 
a  certain  amount,  20  cents  at  least,  under  the  price  of  the  cane  m 
order  to  sell;  and  if  so,  I  instruct  our  brokers  accordingly:  "Meet  the 
market."  I  telegraph  them  at  times,  "Get  some  business."  At 
other  times  I  say,  "We  are  not  interested;  let  some  one  else  have  it." 

Mr.  Malby.  In  other  words,  you  consult  the  world's  price  ? 

Mr.  Morey.  Yes. 
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Mr.  Malby.  And  then,  through  your  brokers,  the  cane  American 
wholesale  price  ? 

Mr.  MoEEY.  And  Federal,  too.  We  have  to  take  notice  of  that, 
and  Arbuckle's. 

Mr.  Malby.  When  I  speak  of  the  American  wholesale  price,  I  do 
not  mean  the  American  Sugar  Refining  Co.  at  present. 

Mr.  MoREY.  Oh,  yes. 

Mr.  Malby.  I  mean  out  country's  price. 

Mr.  MoREY.  Yes. 

Mr.  Malby.  Then  you  regulate  your  prices  somewhat  accordingly, 
which  is  usually  about  20  cents  less  than  the  cane  price  ? 

Mr.  Morey.  Yes. 

Mr.  Malby.  So  then,  as  a  matter  of  fact,  the  wholesale  prices  as  a 
general  rule  are  fixed  by  the  prices  at  London  and  Hamburg  on  the 
east  and  San  Francisco  on  the  west,  with  a  20-cent  reduction,  taking 
into  consideration  also  the  advantages  of  freight  charges  between  these 
points  ? 

Mr.  Morey.  Yes,  sir. 

Mr.  Malby.  Of  course,  if  it  were  not  for  the  freight  charges,  sugar 
would  sell  at  wholesale  substantially  at  the  same  price  throughout 
the  whole  country,  would  it  not  ? 

Mr.  Morey.  Sell  at  the  same  price  ? 

Mr.  Malby.  Yes;  eliminating  freight  charges,  would  not  beet 
sugar,  for  instance,  sell  substantially  at  the  same  price  at  competing 
points  throughout  the  whole  United  States,  and  would  not  cane 
sugar  sell  at  substantially  the  same  price  throughout  the  United 
States,  except  for  the  freight  charges  ? 

Mr.  Morey.  Yes ;  only  it  is  not  a  supposable  case. 

Mr.  Malby.  I  am  getting  to  that,  however.  For  instance,  if 
there  were  no  freight  at  all  between  Hamburg  and  London,  or  San 
Francisco  and  Colorado — Denver,  say — ^the  world  could  sell  sugar 
in  that  market  just  as  cheap  as  you  could  ? 

Mr.  Morey.  Yes. 

Mr.  Malby.  So  that  your  prices  at  wholesale  and  their  prices  at 
wholesale  are  somewhat  regulated  by  the  amount  of  freight  charges 
you  have  to  pay? 

Mr.  Morey.  Yes. 

Mr.  Malby.  For  instance,  being  in  the  Colorado  field,  you  thereby 
have  an  advantage  in  freight  charges,  and  you  are  able  to  success- 
fully compete  and  sell  your  products  for  a  larger  profit  than  people 
living  in  more  remote  localities? 

Mr.  Morey.  Yes,  sir. 

Mr.  Malby.  And  you  get  the  benefit,  of  course,  of  that  rate 
charged,  do  you  not? 

Mr.  Morey.  Yes. 

Mr.  Malby.  That  is,  there  is  no  substantial  reduction  in  your 
price  for  the  same  sugar  from  that  charged  by  the  other  people  ? 

Mr.  Morey.  Yes — that  is,  we  keep  it  under,  just  enough  so  we  get 
the  business.     We  could  not  get  quite  the  same;  we  never  get  quite 

the  same. 

Mr.  Malby.  On  the  contrary,  when  you  have  to  export  your 
sugar,  if  you  do,  to  competing  localities,  you  have  to  take  a  less  net 
price  ? 

Mr.  Morey.  Yes,  sir. 
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Mr.  Malby.  While  the  other  companies  more  advantageously 
located  reap  the  same  benefit  of  freight  which  you  reap  in  your  own 
locality  ? 

Mr.  MoEEY.  Yes;  that  is  right. 

Mr.  Malby.  So  that,  after  all,  the  price  of  sugar  at  wholesale  is 
largely  regulated  by  the  world's  price,  having  regard  also  for  the 
freight  charges  ? 

Mr.  Moeey.  Yes,  sir. 

Mr.  Malby.  From  the  place  of  production  to  the  place  of  con- 
sumption ? 

Mr.  Moeey.  Yes,  sir. 

Mr.  Malby.  You  do  have  competition,  however,  in  the  markets 
which  you  supply  ? 

Mr.  Moeey.  Yes. 

Mr.  Malby.  Where  is  your  chief  competitor  located  ? 

Mr.  Moeey.  It  is  a  different  people  in  the  different  markets.  In 
Colorado  territory,  we  will  say,  it  is  the  California  &  Hawaiian  Co., 
and  the  Western  in  San  Francisco.  They  sell  both  beet  and  cane, 
and  they  are  our  principal  "thorn  in  the  flesh."  They  come  in  there 
and  consign  sugar  right  into  towns  where  we  have  a  factory,  and  send 
it  right  in  there.     That  is  our  main  competition. 

Mr.  Malby.  And  they  have  to  sell  then  at  the  prices  which  you 
are  making  to  the  local  dealers  ? 

Mr.  Moeey.  Oh,  yes.  They  do  not  cut  the  price,  but  they  put  the 
sugar  in  there,  and  it  has  to  be  sold. 

Mr.  Malby.  Does  the  American  Sugar  Kefining  Co.  pubhsh  a  daily 
bulletin  as  to  the  pi  ice  of  raw  sugar  in  New  York  ? 

Mr.  Moeey.  Not  that  I  know  of. 

Mr.  Malby.  Sugar  is  sold  through  brokers  in  New  York  daily, 
whereby  daily  prices  are  fixed,  is  it  not  ? 

Mr.  Moeey.  I  think  Willett  &  Gray  are  about  the  only  ones  that 
pubhsh  a  daily  sheet,  so  far  as  I  know.  There  may  be  other  brokers 
who  do,  but  I  do  not  know  it. 

Mr.  Malby.  But  it  is  a  fact  that  sugar  is  sold  daily  by  the  brokers  ? 

Mr.  Moeey.  Yes. 

Mr.  Malby.  In  New  York  City,  at  public  sale  ? 

Mr.  Moeey.  Yes,  sir;  I  think  so. 

Mr.  Malby.  Does  not  that  regulate  the  price,  substantially,  for 
the  eastern  portion  of  the  United  States  as  to  the  wholesale  price  ? 

Mr.  Moeey.  I  think  it  does.    The  price  of  raw  sugar  governs  them. 

Mr.  Malby.  The  same  is  true  upon  the  Pacific  slope  with  reference 
to  the  California  refineries  ?  , 

Mr.  Moeey.  They  are  governed  by  their  stock  of  sugar  in  the 
Hawaiian  Islands,  which  comes  in  duty  free. 

Mr.  Malby.  They  also  sell  their  sugar  at  public  auction  ? 

Mr.  Moeey.  I  do  not  know  about  that,  but  they  follow  the  New 
York  market  or  the  London  market  or  the  Hamburg  market,  and, 
of  course,  go  up  and  down  with  it. 

Mr.  Malby.  So  that  as  a  matter  of  fact  your  prices  are  controlled 
by  the  prices  in  New  York  upon  the  East  and  by  the  San  Francisco 
prices  upon  the  West? 

Mr.  Morey.  Yes,  sir;  that  is  exactly  it. 

Mr.  Malby.  Having  at  all  times  due  regard  for  the  difference  in 
freight  rates,  and  so  forth? 
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Mr.  MoEET.  Yes. 

Mr.  Malby.  I  think,  Mr.  Chairman,  that  completes  my  inquiry. 

The  Chairman.  Gentlemen,  before  we  proceed  with  the  witness, 
I  want  to  request  everyone,  members  of  the  committee  and  all,  to  be 
careful  and  to  avoid  duplicating  as  much  as  possible  in  the  examina- 
tion of  the  witness.    Who  will  now  desire  to  ask  any  questions  ? 

Mr.  Jacoway.  I  have  a  few  questions,  Mr.  Chairman. 

Now,  Mr.  Morey,  you  said  that  the  output  of  the  concern  in  which 
you  are  interested,  for  the  years  1908-9,  was  1,808,834  bags  at  100 
pounds  to  the  bag? 

Mr.  Morey.  Yes. 

Mr.  Jacoway.  And  in  1909-10,  it  was  2,146,828  ? 

Mr.  MoEEY.  Yes. 

Mr.  Jacoway.  And  in  1910-11,  it  was  1,462,798  bags? 

Mr.  Morey.  Yes. 

Mr.  Jacoway.  I  do  not  know  whether  you  have  testified  about 
this  or  not;  if  so,  I  did  not  get  all  of  the  examination.  What  is  the 
entire  cost  of  your  plant,  of  all  the  investment  you  have  in  your 
plant  ? 

Mr.  Morey.  Our  plant  account  stands,  I  think,  about  $16,000,000. 

Mr.  Jacoway.  I  believe  you  stated  a  while  ago  that  includes  the 
land? 

Mr.  Morey.  No;  tha;t  includes  just  the  factory  grounds,  from  40 
to  60  acres 

Mr.  Jacoway  (interrupting).  And  the  machinery? 

Mr.  Morey.  Yes. 

Mr.  Jacoway.  Now,  the  ground  added  to  that  would  make  how 
much  ?     It  would  make  $16,000,000  plus  how  much  more  ? 

Mr.  Morey.  That  includes  the  grounds  the  factories  are  on. 

Mr.  Jacoway.  I  am  asking  about  this  farm  land.  Does  it  include 
that  farm  land  ? 

Mr.  Morey.  No ;  not  at  all. 

Mr.  Jacoway.  How  much  is  that  farm  land  worth?  What  did  it 
cost  you  ?     What  is  it  on  the  books  ? 

Mr.  Morey.  I  do  not  remember  that. 

Mr.  Jacoway.  You  testified  a  while  ago  that  in  Louisiana  there 
were  1,000  acres  at  $100  an  acre,  did  you  not? 

Mr.  Morey.  In  Louisiana  ?     We  have  not  any  land  in  Louisiana. 

Mr.  Jacoway.  I  mean  Colorado — a  thousand  acres  at  $100  an  acre  ? 

Mr.  Morey.  Do  you  mean  in  Nebraska  ? 

Mr.  Jacoway.  I  thought  you  said  Colorado. 

Mr.  Morey.  We  have  different  amounts  at  the  different  factories. 

Mr!  Jacoway.  How  much  land  does  your  company  ow^n  in  the 

aggregate?  .  .it         u 

Mr.  Morey.  It  would  be  a  guess,  unless  I  get  it  correctly.  1  would 
have  to  go  over  all  these  factories  and  fig-ure  it  out. 

Mr.  Jacoway.  Give  me  between  what  figures  it  would  range. 

Ms.  Morey.  I  should  guess  we  have  5,000  acres  of  land. 

Mr  Jacoway.  At  how  much  an  acre  ? 

Mr  Morey.  Different  prices;  it  would  range  different  prices. 
Some  of  it  is  worth  $200  and  some  $150  and  some  of  it  $100. 

Mr  Jacoway.  Would  $175  an  acre  be  an  average  for  it,  for  what 
you  gave  for  the  lands  ?     I  am  talking  about  what  you  gave  for  it. 

Mr.  Morey.  I  can  get  all  those  figures  exactly. 
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Mr.  Jacowat.  These  figures  you  are  giving — are  they  what  you  gave 
for  the  land,  or  what  it  is  worth  now  ? 

Mr.  MoREY.  I  could  not  tell  what  I  gave  for  it.  I  have  to  take 
the  general  value  of  it. 

Mr.  Jacoway.  That  is  the  valuation  you  are  putting  on  it  now,  the 
present  valuation  of  it  ? 

Mr.  MoEEY.  Yes;  the  present  valuation.  I  could  tell  you,  if  it  is 
important,  just  what  every  piece  of  land  cost. 

Mr.  Jacoway.  I  do  not  want  it  just  in  40-acre  tracts,  but  just  about 
what  it  cost  ? 

Mr.  MoKEY.  I  had  to  leave  home  hurriedly  and  I  did  not  know 
what  the  nature  of  the  investigation  was  to  be.  Any  of  these  things 
I  will  send,  with  pleasure. 

Mr.  Jacoway.  I  will  ask  that  you  send  that,  please.  Let  us  know 
what  you  gave  for  the  lands. 

Mr.  MoEEY.  That  is,  for  all  the  diffetent  factories  ? 

Mr.  Jacoway.  Yes.  Not  what  the  present  value  is,  but  what  you 
gave  for  them. 

Mr.  MoEEY.  Yes. 

Mr.  Jacoway.  What  you  gave  for  them,  plus  what  you  have  spent 
in  the  improvements  to  bring  them  up  to  a  high  state  of  cultivation. 

Mr.  MoREY.  Yes. 

Mr.  Jacoway.  I  am  just  interested  in  some  figures  here.  You  pro- 
duced 5,418,460  bags  of  sugar,  at  100  pounds  to  the  bag,  ia  the  period 
of  time  mentioned  awhile  ago,  to  wit,  1908-9,  1909-10,  and  1910-11. 
As  I  understood  you  to  say,  your  average  selling  price  for  those 
periods  was  4.485  ? 

Mr.  MoREY.  No,  I  did  not  say  for  those  periods.  I  said  the  aver- 
age, but  it  did  not  refer  to  those  three  or  four  years'  average.  I  have 
not  got  that  here.     I  can  get  that. 

Mr.  Jacoway.  Can  you  approximate  that  ? 

Mr.  MoEEY.  I  do  not  believe  it  would  be  very  different.  That 
other  happened  to  be  here. 

Mr.  Jacoway.  Approximately,  are  your  selling  prices  for  this  period 
of  time  and  your  cost  prices  for  this  period  of  time  about  the  same  as 
for  the  period  of  time  you  gave  and  for  which  you  quote  the  selling 
price  at  4.485  and  the  cost  at  3.70? 

Mr.  MoREY.  I  do  not  think  there  would  be  much  change. 

Mr.  Jacoway.  It  would  be  approximately  and  substantially 
correct  ? 

Mr.  MoREY.  Yes;  I  think  so. 

Mr.  Jacoway.  That  being  true,  and  on  that  assumption,  and  look- 
ing at  it  on  that  basis,  then  your  profit  for  that  period  of  time  would 
be  the  difference  between  the  selling  price  of  4.485  and  the  cost  price 
of  3.712,  which  would  net  you  78.5  cents  on  each  bag  of  sugar.  Is 
that  correct  ? 

Mr.  MoREY.  I  have  hot  gone  over  your  figures,  but  I  presume  so. 

Mr.  Jacoway.  That  is,  it  would  be  the  total  number  of  bags  mul- 
tiplied by  78  J  cents — 78  J  cents  multiplied  by  the  number  of  bags  of 
sugar  you  produced  ? 

Mr.  Morey.  Yes. 

Mr.  Jacoway.  As  I  figure  it,  that  would  be  $4,253,491.10.  Can 
you  verify  those  figures  ? 
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Mr.  MoREY.  I  can  not  verify  them.  I  can  get  all  the  figures  you 
want  later. 

Mr.  Jacoway.  It  -wall  work  itself  out.  How  do  you  arrange  the 
prices  with  the  wholesaler  ?     Who  sold  your  product  ? 

Mr.  MoREY.  The  brokers. 

Mr.  Jacoway.  Who  sold  to  the  brokers  ? 

Mr.  MoREY.  I  had  a  man  in  charge  of  sales,  who  comes  to  me  for 
instructions,  who  is  my  sales  agent. 

Mr.  Jacoway.  When  you  sell  to  the  brokers 

Mr.  MoREY  (interrupting) .  The  broker  sells  for  us ;  we  do  not  sell 
to  him. 

Mr.  Jacoway.  When  he  sells  for  you,  is  that  a  straight  open  sale 
in  the  rnarket,  or  are  there  any  conditions  attached  to  that  ?  In  other 
words,  is  there  any  understanding  that  when  they  sell  to  a  jobber  or 
retailer,  a  certain  price  must  be  realized  for  that  sugar  ? 

Mr.  MoREY.  No. 

Mr.  Jacoway.  Then  it  is  an  unconditional  sale,  with  no  restrictions 
or  hobbles  or  trammels  on  it  ? 

Mr.  MoEEY.  Yes.  In  some  territories,  in  Colorado  up  to  the  present 
time,  you  consign  sugar,  and  there  has  been  no  price  made  on  it,  and 
on  the  Missouri  Kiver  also;  that  is,  they  would  report  when  they 
used  it  up,  and  they  would  pay  for  it.  If  the  market  went  up  they 
would  pay  for  it  and  if  the  market  went  down  they  would  report  at 
the  lowest  price. 

Mr.  Jacoway.  Did  you  ever  have  an  arrangement  of  that  sort  ? 

Mr.  MoRREY.  No,  sir. 

Mr.  Jacoway.  Did  you  have  any  arrangement  of  this  kind,  that 
when  the  sugar  was  sold  to  the  broker 

Mr.  MoREY  (interrupting).  We  do  not  sell  it  to  the  broker. 

Mr.  Jacoway.  I  mean  when  the  broker  sells  it  to  the  jobber,  did 
you  have  any  arrangement  that  he  had  to  enter  into  a  contract,  a 
written  contract,  stating  that  he  would  not  sell  that  product  below  a 
given  price  ? 

Mr.  MoREEY.  We  have  nothing  of  that  sort. 

Mr.  Jacoway.  And  if  he  did  sell  it,  that  he  would  forfeit  his 
account  ? 

Mr.  MoREY.  We  have  nothing  of  that  kind. 

Mr.  Jacoway.  As  a  general  question,  how  many  acres  of  beets  can 
the  average  man  at  the  head  of  a  family  tend  to  and  gather  in  the 
course  of  a  season  ? 

Mr.  MoREY.  At  the  head  of  a  family  ? 

Mr.  Jacoway.  Yes. 

Mr.  MoREY.  It  depends  on  how  big  his  family  is. 

Mr.  Jacoway.  I  am  talking  about  one  man. 

Mr.  MoREY.  Of  course,  one  man  could  not  raise  beets  economically, 
because  he  would  have  to  hire,  at  certain  seasons  of  the  year,  a  little 
help  to  do  the  weeding  and  thinning.  It  is  intense  farming,  and  during 
the  season  of  weeding  and  thinning,  there  is  a  great  deal  more  help 
required  than  at  any  other  time.  If  one  man  had  to  raise  a  crop  of 
beets  himself,  and  was  not  allowed  to  hire  expert  help  during  these 
periods  of  weeding  and  thinning,  I  should  think  10  or  12  acres  is  all 
he  could  raise. 

Mr.  Jacoway.  There  are  14  tons  to  the  acre,  I  believe  you  said, 
on  an  average? 
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Mr.  MoREY.  Yes. 

Mr.  Jacoway.  And  they  get  an  average  of  $5  a  ton? 

Mr.  MoREY.  Yes;  $5.44  this  last  year. 

Mr.  Jacoway.  You  put  the  a.verage  of  five  years  at  $5,  I  believe  ? 

Mr.  MoREY.  Yes.     I'hat  was  the  previous  year. 

Mr.  Jacoway.  Have  you  had  anj^  arrangement  whereby  you  have 
secured  a  concession  in  freight  rates  on  the  products  of  your  factories  ? 

Mr.  MoREY.  No,  sir. 

Mr.  Jacoway.  Do  you  know  of  any  agreement,  directly  or  indi- 
rectly, where  that  has  been  done  ? 

Mr.  MoREY.  No,  sir. 

Mr.  Jacoway.  With  the  beet-sugar  manufacturers  or  refiners  ? 

Mr.  MoREY.  I  heard  a  good  wmle  ago  that  the  interstate  com- 
merce law  has  caused  people  to  be  a  little  bit  careful. 

Mr.  Jacoway.  The  interstate  commerce  law  and  MacVeagh  have 
kind  of  slowed  the  thing  up,  have  they  ? 

Mr.  MoREY.  Yes,  sir.  We  are  not  running  up  against  things  hke 
that  if  we  know  it. 

Mr.  Jacoway.  That  is  all,  Mr.  Chairman. 

The  Chairman.  You  spoke  about  this  railroad,  Mr.  Morey. 

Mr.  MoREY.  Yes. 

The  Chairman.  How  much  of  a  railroad  is  that  ? 

Mr.  MoREY.  Just  as  wide  as  any  of  them. 

The  Chairman.  But  how  long  ? 

Mr.  MoREY.  Sixty  or  seventy  miles,  I  think. 

The  Chairman.  And  just  as  wide  as  any  of  them  ? 

Mr.  MoREY.  Yes. 

The  Chairman.  Standard  gauge  ? 

Mr.  MoREY.  Yes. 

The  Chairman.  About  60  or  70  miles  long  ? 

Mr.  MoREY.  I  think  so,  yes;  fully  that. 

The  Chairman.  Where  does  it  go — to  any  important  commercial 
points  ? 

Mr.  MoREY.  It  connects  up  with  four  of  our  factories.  It  was 
built  by  the  old  Great  Western  Co.,  about  15  miles  long. 

The  Chairman.  Does  it  do  a  general  railroad  business  besides 
handling  the  sugar  ? 

Mr.  Morey.  Yes,  sir;  not  a  commercial  business,  but  we  handle 
the  farmer's  products.     We  handle  6,000  or  7,000 

The  Chairman  (interrupting) .  Is  it  a  common  carrier  ?  Does  it 
handle  business  generally  ? 

Mr.  Morey.  Everytliing  but  merchandise. 

The  Chairman.  Why  do  you  make  that  an  exception  ? 

Mr.  Morey.  We  do  not  care  to  be  bothered  with  it.  It  does  not 
stai't  from  Denver.     If  we  had  gone  into  Denver 

The  Chairman  (interrupting) .  You  do  not  go  into  Denver  ? 

Mr.  Morey.  No;  if  we  had  gone  in,  as  we  intended  and  as  I  was 
instructed  to  do,  if  the  railroads  had  not  made  rates  to  suit  me,  I 
would  have  built  into  Denver  and  into  the  coal  fields. 

The  Chairman.  That  is  what  I  am  coming  to.  That  railroad  put 
you  m  shape  where  you  could  get  very  fair  terms  from  the  other 
railroads  ? 

Mr.  Morey.  Exactly. 

The  Chairman.  And  you  took  advantage  of  it  ? 
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Mr.  MoKEY.  Yes,  sir;  I  did  not  want  to  build  a  railroad  if  I  did  not 
have  to. 

The  Chairman.  Do  these  independent  beet  fellows,  outside  of  you, 
in  Colorado  have  that  same  advantage  ? 

]Mr.  Morey.  Not  with  our  railroad. 

The  Chairman.  Have  they  got  any  railroad  ? 

Mr.  Morey.  No;  they  have  not  factories  enough.  They  are  not 
situated  so  they  could  get  an  advantage. 

The  Chairman.  Does  not  this  railroad  enable  you  to  get  some 
advantage  over  them  as  to  rates  ? 

Mr.  MoEEY.  I  do  not  think  it  does.  You  mean  as  to  freight  rates  ? 
Not  on  our  products  out,  but  for  our  coal  and  beets  and  all  those 
things.     I  do  not  know  what  theirs  are,  but  ours  are  satisfactory. 

The  Chairman.  What  do  you  mean  by  that  ? 

Mr.  MoEEY.  I  mean  they  have  given  us  fair  rates  on  our  commodi- 
ties; and  the  tonnage  of  our  beets  is  immense  in  size.  We  have  trains 
of  50  or  75  cars  standing  at  these  factories — all  of  them.  It  amounts 
to  a  good  many  thousand  dollars. 

The  Chairman.  In  order  to  handle  your  business  they  have  been 
pretty  nice  to  you  ? 

Mr.  Morey.  They  have  been  nice. 

The  Chairman.  And  you  do  not  know  whether  the  other  fellows 
have  come  out  quite  so  well  or  not  1 

Mr.  Morey.  i  think  there  is  a  disposition — I  will  give  the  railroads 
credit  for  disposition  to  be  fair.  I  think  they  are-  veiy  fair  as  a  rule. 
They  look  at  it  just  as  they  do  about  the  farmers  raising  beets — tliat 
if  they  do  not  treat  the  people  right  they  will  make  the  business  poor 
and,  perhaps,  the  industry  will  go  down. 

The  Chairman.  Still,  you  do  use  your  railroad  to  force  some  con- 
cessions from  them  ? 

Mr.  Morey.  We  did  better,  I  think,  having  the  railroad. 

The  Chairman.  Have  any  of  these  other  factories  got  railroads  ? 

Mr.  Morey.  I  think  not.  I  think  the  Mormon  beet  people  built 
one,  but  I  think  they  sold  it  to  the  Santa  Fe. 

The  Chairman.  Sold  it  to  the  Santa  Fe? 

Mr.  Morey.  I  think  so. 

The  Chairman.  How  long  have  you  been  in  the  beet-sugar  bus- 
iness ? 

Mr.  Morey.  My  first  investment,  I  think,  was  made  in  May,  1901. 

The  Chairman.  In  1901  you  started? 

Mr.  Morey.  Yes. 

The  Chairman.  That  is  the  first  time  you  had  ever  invested  money 
in  it  ? 

Mr.  Morey.  That  is  the  first  time  I  ever  invested  money  in  it. 

The  Chairman.  It  did  not  get  to  be  a  considerable  industry  even 
in  the  West  until  after  the  passage  of  the  Dingley  bill,  did  it,  in  1897  ? 

Mr.  Morey.  No. 

The  Chairman.  As  a  matter  of  fact  there  were  about  half  a  dozen 
factories  in  the  West  ? 

Mr.  Morey.  Yes;  that  is  right. 

The  Chairman.  Up  to  that  time? 

Mr.  Morey.  Yes. 

The  Chairman.  When  did  it  really  begin  to  develop  ? 

Mr  Morey.  In  1901  and  1902  and  1903  and  1904. 
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The  Chairman.  That  was  really  the  beginning  of  its  development 
as  an  industry  ? 

Mr.  MoREY.  There  was  quite  a  feeling  over  it  there  then;  yes. 

The  Chairman.  You  got  a  start  in  1901  ? 

Mr.  MoREY.  Yes. 

The  Chairman.  How  long  after  you  started  did  you  get  in  com- 
munication or  in  aUiance  with  the  Havemeyer  interests,  or  did  you 
start  in  alliance  with  them  ? 

Mr.  MoREY.  No;  I  knew  there  was  such  a  man  as  that,  but  I  had 
never  met  him.  I  think  it  was  in  1 902 .  In  1 90 1  I  was  importuned — 
well,  to  go  clear  back:  In  1893,  the  year  of  the  silver  panic,  we  thought 
our  country  had  gone  to  the  dogs,  and  J.  W.  Mullin  and  M.  Miller  and 
one  of  the  officers  of  the  railroad,  the  Southern  Railroad,  came  to  me 
and  brought  up  this  matter  of  sugar  and  wanted,  my  business  being 
that  of  wholesaiegrocer,  that  I  should  j  oin  them  and  put  up  some  money 
and  investigate  it,  believing  we  must  do  something  or  Colorado  had 
gone  to  the  dogs. 

The  Chairman.  That  was  in  1893  « 

Mr.  MoREY.  Yes;  1893,  the  silver  panic  year.  We  had  11  banks 
fail,  and  the  whole  country  was  in  bad  shape.  We  made  up  our 
minds  to  build  up  Colorado,  or  we  might  as  well  move  away.  We 
had  several  meetings,  and  we  got  this  railroad  official  to  get  other 
information,  but  the  things  dragged  along  and  things  didn't  get  better, 
and  nothing  came  of  it.  In  1901  Mr.  C.  A.  Granger,  who  had  been 
connected  with  the  Lehi  factory 

The  Chairman  (interposing) .  He  came  from  the  Mormon  factory  ? 

Mr.  MoREY.  Yes;  and  knew  a  good  deal  about  the  sugar  business- 
he  came  into  my  office  one  day  and  said,  "I  want  to  talk  to  you  about 
beet  sugar."     I  said,  "Come  right  in;  I  will  be  glad  to  talk  to  you." 

The  Chairman.  What  was  your  business  at  that  time  ? 

Mr.  MoREY.  Wholesale  grocer.  He  did  not  talk  very  long  until 
I  said,  "This  appeals  to  me,  but  I  would  like  to  investigate  it  a  little 
further."  He  made  several  calls,  and  I  said,  "I  do  not  care  anything 
about  it,  only  to  help  the  industry."  In  the  meantime  Grand  Junc- 
tion had  a  sugar  factory,  and  Rocky  Ford  had  one,  and  one  at  Love-  ■ 
land  was  being  built.  I  had  no  interest  in  that,  only  the  interest  of  the 
general  good.  I  said,  "It  looks  to  me  as  though  they  should  help  us. 
We  will  do  something  for  you.  I  want  you  to  go  and  see  my  friend 
Thatcher,  at  Pueblo,"  our  present  treasurer,  and  a  very  wealthy 
man.  He  went  down  to  see  him,  and  Mr.  Thatcher  said,  If  Morey 
goes  in  it,  I  will  go  in."  That  resulted  in  my  taking  hold  mth  Mr. 
Granger  in  1901. 

The  Chairman.  Where  did  you  make  your  investment  ? 

Mr.  MoREY.  At  Greeley,  in  the  Greeley  factory. 

The  Chairman.  How  much  of  an  investment  did  you  make  ? 

Mr.  Morey.  I  only  put  in  $5,000  at  first.  I  went  up  to  see  about 
it.  I  think  he  asked  me  to  be  treasurer,  and  I  was  the  first  treasurer. 
I  did  not  pay  very  much  attention  to  it,  only  I  felt  very  pleased  to 
think  there  was  a  prospect  of  a  factory.  The  stockholders  were 
largely  Utah  people  at  that  time,  and  Mr.  Cutler,  I  think,  was  the 
first  president — the  man  who  testified  here  yesterday — of  the  Greeley 
factory.  That  ran  along  perhaps  until  the  next  spring,  and  Mr. 
Havemeyer  came  into  the  field.  We  heard  he  had  bought  a  half 
interest  m  the  Loveland  plant,  which  I  did  not  have  any  interest  in. 
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I  know  it  was  in  Colorado.  In  the  meantime  I  had  been  elected 
president  of  the  Greeley  Co.,  and  my  friend  Thatcher  had  been  elected 
treasurer.  I  called  a  meeting  right  away.  I  heard  they  had  bought 
a  new — it  was  reported  to  me  they  had  bought  a  site  near  Greeley; 
near  our  own  factory.  I  called  the  stockholders  together,  and  I  said, 
"Gentlemen,_  if  we  can  get  the  American  Sugar  Refining  Co.  or  Mr. 
Havemeyer  interested  in  building  factories  in  Colorado,  I  am  ready 
to  get  out  of  it,  because  all  I  care  for  is  to  build  up  this  State,  and 
there  is  no  use  talking,  that  is  what  is  going  to  do  it,"  and  I  knew  what 
I  was  talking  about.  The  result  of  that  meeting  was  they  appointed 
me  to  find  out  what  Mr.  Havemeyer's  intentions  were,  whether  he 
was  going  to  build  another  factory  at  Greeley,  or  how  far  he  was 
going. 

The  Chairman.  What  his  general  policy,  in  Colorado  at  least,  was 
to  be? 

Mr.  MoREY.  Yes.  sir;   so  I  called  on  his  attorneys 

The  Chairman  (interposing).  In  New  .York? 

Mr.  MoREY.  No;  his  attorney,  in  Denver,  Senator  Wolcott,  of 
Wolcott,  Vaile  &  Waterman,  the  firm  was.  Mr.  Wolcott  was  in  New 
York.  Mr.  Waterman,  our  present  attorney,  and  one  of  my  large 
stockholders  to-day,  said,  "Mr.  Wolcott  is  in  New  York,  and  I  will 
have  to  refer  you  to  him." 

But  he  told  me  enough.  He  said,  "I  will  communicate  by  wire  with 
Senator  Wolcott,  and  if  he  wants  to  see  you,  or  Mr.  Ha vemeyer  wants 
to  see  you,  I  will  let  you  know."  He  did  so,  and  Senator  Wolcott 
made  an  appoiatment  with  Mr.  Havemeyer  and  myself  by  wire.  I 
went  on  to  New  York 

The  Chairman.  What  month  and  year  was  that? 

Mr.  MoREY.  I  think  that  was  along  in  May  or  June,  I  would  say, 
1902. 

The  Chairman.  May  or  June,  1902? 

Mr.  MoREY.  I  think  so.  I  went  down  to  New  York.  I  met 
Senator  Wolcott  by  appointment,  and  he  went  down  and  introduced 
me  to  Mr.  Havemeyer.  My  instructions  from  the  Greeley  stock- 
holders— I  think. they  were  all  at  my  office,  and  I  had  complete 
authority  in  writing  to  dispose  of  their  holdings  if  Mr.  Havemeyer 
would  buy  them  at  a  certain  price — if  I  could  not  get  that  price,  a 
certain  other  price  which  I  was  not  to  tell. 

Mr.  Wolcott  introduced  me  to  Mr.  Havemeyer,  and  he  wanted  to 
know  if  I  wanted  to  sell,  and  I  told  him  I  did  want  to  sell  all  the  stock; 
that  we  were  just  building  the  factory  at  that  time.  He  wanted  to 
know  what  I  wanted  for  it,  and  I  told  him.  He  said,  "Ridiculous! 
I  won't  talk  about  it."  I  said,  "Good  morning,  Mr.  Havemeyer," 
and  walked  out. 

That  was  my  first  introduction,  and  that  is  just  what  happened. 
There  were  not  any  more  words  than  that  said.  I  was  a  little  warm, 
and  I  suppose  he  was.  Of  course,  I  did  not  have  a  chance  to  come 
down  to  the  other  price.  Senator  Wolcott  came  out,  after  he  had 
stayed  a  few  minutes  with  Mr.  Havemeyer,  and  asked  me  to  wait  in 
in  the  outer  office.  He  said,  "I  am  sorry  you  got  mad."  I  said, 
"I  don't  care  anything  about  it.  We  can  run  that  factory,  and  1 
don't  give  a  continental;  we  will  run  the  factory  all  right.  He  has 
paid  more  than  that  for  Utah  and  more  than  tha,t  for  Loveland,  and 
if  he  will  not  pay  us  we  will  not  consider  anything  like  that."     We 
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walked  uptown,  and  he  said,  "Think  it  over."  I  said,  "No;  I  am 
going  home."  And  I  went  home.  About  a  week  or  a  month  later 
I  got  a  telegram  saying  for  me  to  come  on  to  New  York.  In  the 
meantime  I  had  told  the  Senator  what  happened  and  what  I  had  been 
willing  to  do  if  I  had  had  a  chance.  He  telegraphed  for  me  to  come 
on,  and,  to  make  a  long  story  short,  I  did  come  on,  and  Mr.  Have- 
ineyer  met  me  in  a  very  different  way,  and  he  said,  "I  want  to  buy; 
I  don't  care  whether  I  buy  all  of  it  or  half  of  it ;  but  I  will  buy  all  the 
stock  you  want  me  to  but  yours." 

The  Chairman.  "But  yours?" 

Mr.  MoREY.  Yes.  I  said,  "Oh,  mine?"  I  said,  "I  want  to  sell 
mine.  I  do  not  want  to  go  in  the  sugar  business."  I  said,  "Ten 
years  ago,  when  I  was  ten  years  younger  than  I  am  now,  I  was  offered 
a  big  salary  to  take  the  presidency  of  a  steel  company,  and  I  said 
that  I  was  too  old  a  man  to  learn  a  new  business,  and  that  applies  to 
sugar."  I  talked  of  some  one  else  I  would  like  to  recommend.  He 
said,  "I  will  go  on  and  spend  a  lot  of  money  in  Colorado,  and  we  have 
got  to  have  some  good  men  up  there."  I  said,  "There  are  plenty 
of  good  men  out  there." 

The  Chairman.  But  he  could  not  get  you  ? 

Mr.  MoREY.  One  thing  led  to  another,  and  he  said,  "Now,  you  will 
admit  it  is  going  to  be  a  great  thing  for  Colorado?"  I  said,  "I  do, 
and  that  is  the  reason  I  am  willing  to  put  it  into  your  hands,  because 
if  you  take  hold  of  it  it  will  be  done  in  a  big  way.  We  haven't  money 
enough  out  there.  We  have  had  to  scrape  all  over  to  get  this  started., 
and  we  have  not  money  enough  now  to  finish  the  factory,  but  the 
people  are  all  willing  to  sell  out,  and  so  am  I." 

It  resulted  in  my  agreeing  to  stay  and  run  the  Greeley  business 
and  not  part  with  my  stock,  and  to  take  such  other  men  as  Mr. 
Thatcher  and  Mr.  Granger.  He  said,  "We  want  those  men.  We  do 
not  want  Utah  men,  because  I  wiil  attend  to  Utah.  I  am  doing 
business  with  them  over  there."  He  bought  the  Utah  stock,  and  he 
bought  all  the  stock  but  Mr.  Granger's  and  Mr.  Thatcher's  and  mine. 
He  said,  "You  may  have  just  as  much  stock  as  you  want;  I  do  not 
care  anything  about  it;  take  whatever  you  want." 

The  Chairman.  Did  he  make  any  arrangements  with  you  to  rep- 
resent his  Colorado  holdings  generally  at  that  time? 

Mr.  MoREY.  He  said,  "Take  hold  of  this  for  me."  I  said,  "There 
is  some  other  man  that  knows  more  about  machinery  that  wants  it. 
I  do  not  want  it."  I  took  hold  of  it  temporarily,  however,  and  I  am 
there  yet. 

The  Chairman.  What  did  he  agree  to  pay  you  for  that  ? 

Mr.  MoREY.  I  told  him  it  was  not  salary  I  wanted,  it  was  to  get 
out  of  the  work;  $10,000,  I  think,  was  the  first  salary. 

The  Chairman.  He  was  to  pay  that  ? 

Mr.  MoREY.  Yes.  He  said  the  companies  would  pay  me  that  if  I 
would  take  charge  of  the  Greeley  company,  and  as  the  other  com- 
panies were  added.  I  could  not  give  up  all  my  time  at  that  time. 
I  was  conducting  the  wholesale  grocery  business.  That  was  my 
start,  Mr.  Chairman. 

The  Chairman.  He  did  add  to  his  holdings  at  Colorado  after  that  ? 

Mr.  MoREY.  Oh,  yes. 

The  Chairman.  And  every  time  one  was  added  he  made  you  presi- 
dent of  it  ? 
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Mr.  MoREY.  Yes,  sir. 

The  Chairman.  And  that  increased  your  salary  ? 

Mr.  MoREY.  Not  always,  but  his  salaries  >were  always  satisfactory. 
I  never  asked  for  a  cent  of  salary  in  my  life. 

The  Chairman.  I  know  you  did  not  care  particularly  about  that. 

Mr.  MoEEY.  I  always  said,  "I  want  to  get  out.  That  is  what  I 
want;  I  want  less  salary  and  less  work.  I  have  worked  myself  to 
death,  and  I  do  not  want  the  salary." 

The  Chairman.  You  started  then  with  a  salary  of  $10,000  ? 

Mr.  MoREY.  Yes,  sir. 

The  Chairman.  And  up  to  the  time  the  Great  Western  Sugar  Co. 
was  organized  in  1907,  to  what  figure  had  your  salary  gone  ? 

Mr.  MoREY.  I  think  it  was  $20,000. 

The  Chairman.  About  $20,000  at  that  time? 

Mr.  MoREY.  Yes. 

The  Chairman.  At  that  time  there  were  six  of  the  Havemeyer 
companies  ? 

Mr.  MoREY.  Yes. 

The  Chairman.  And  since  then,  when  you  formed  the  Great  West- 
ern Co.  out  of  the  combination  of  them  all,  you  have  had  three  more 
in  Colorado,  one  in  Montana,  and  one  in  Nebraska  ? 

Mr.  MoREY.  Yes. 

The  Chairman.  That  is  right,  is  it? 

Mr.  MoREY.  Yes,  sir.  ' 

The  Chairman.  In  a  rough  way,  give  me  their  total  capacity,  the 
total  capacity  of  these  nine  factories  in  Colorado  and  two  outside  of 
the  State. 

Mr.  MoREY.  You  mean  the  daily  slicing  capacity? 

The  Chairman.  Yes. 

Mr.  MoREY.  I  should  say  it  was  in  the  neighborhood  of  12,000  tons 
per  day. 

The  Chairman.  I  see  the  figures  are  given  here  in  Mr.  Wise's  bill 
at  9,700  tons.     Do  you  think  they  are  too  low  ? 

Mi.  Morey.  We  have  been  increasing.  It  is  an  estimate.  We  can 
not  tell,  because  one  year  the  beets  will  be  fine  and  work  nicely,  and 
other  years  they  are  gummy  and  can  not  be  worked. 

The' Chairman.  Anywhere  from  10,000  to  12,000  tons  would  be 
accurate  ? 

Mr.  Morey.  Yes;  anywhere  from  10,000  to  12,000  tons. 

The  Chairman.  10,000  to  12,000  tons  a  day? 

Mr.  Morey.  Yes. 

The  Chairman.  What  ought  it  to  cost'to  put  up  and  equip  a  first- 
class  beet-sugar  factory  per  100  tons  capacity,  daily  shcing  capacity? 

Mr.  Morey.  That  is  almost  like  asking  what  it  would  cost  to  build 
a  house  that  would  take  care  of  a  family  of  six  people,  because  there 
is  such  a  difference  in  what  a  factory  consists  of. 

The  Chairman.  I  suppose  now  you  have  -a  broad  experience  in  the 
beet-sugar  business,  have  you  not  ? 

Mr.  Morey.  I  have  had  a  good  deal. 

The  Chairman.  Having  had  a  good  deal  to  do  with  building  some 
great  factories  ? 

Mr.  Morey.  Yes. 

The  Chairman.  Quite  successful  factories  ?  What  ought  it  to  cost 
on  the  average — of  course  that  is  altogether  an  average — like  every- 
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thing  else,  some  might  be  a  great  deal  under  and  some  a  great  deal 
over;  but  give  us  your  best  judgment  on  that,  say  per  thousand  tons 
of  capacit}'.  , 

Mr.  MoREY.  A  contractor  will  come  and  say,  "I  wiU  build  such  and 
such  a  factory  as  that,  a  1,200-ton  plant" — 600  to  1,200  are  the  usual 
units — "I  will  build  that  for  you  for  a  million  dollars."  They  go  to 
work  and  give  you  a  lot  of  machinery  that  is  not  satisfactory,  or 
people  do  not  know  about  it  and  they  take  it  anyway.  To  us  it 
would  not  be  satisfactory.  Perhaps  they  would  not  think  of  putting 
in  this  high-priced  machinery,  centrifugals,  and  everything  else  we 
insist  upon  having  in  our  factories. 

The  Chairman.  I  am  basing  my  question  on  a  first-class  completely 
equipped  factory,  not  a  slipshod  affair. 

Mr.  MoREY.  The  figures  given  here  are  low. 

The  Chairman.  There  has  been  considerable  range.  They  have 
ranged  all  the  way  from  $1,000  to  $1,500  a  ton. 

Mr.  MoREY.  One  thousand  five  hundred  dollars  is  a  good  deal  nearer 
right  than  $1,000,  but  $1,500  will  not  cover  the  actual  cost. 

The  Chairman.  Did  you  hear  Charles  B.  Warren's  estimate? 

Mr.  MoREY.  I  do  not  remember  what  it  was. 

The  Chairman.  Did  you  hear  his  testimony  ? 

Mr.  MoREY.  I  heard  part  of  it,  but  I  do  not  remember  it. 

The  Chairman.  You  do  not  remember  whether  you  heard  that  or 
not? 

Mr.  MoREY.  No. 

The  Chairman.  My  recollection  is  his  estimate  was  $1,500. 

Mr.  MoREY.  You  can  build  one  in  Michigan  a  good  deal  cheaper 
than  .you  can  with  us. 

The  Chairman.  Why  ? 

Mr.  MoREY.  Because  we  have  a  lot  more  freight  to  pay,  to  start 
with,  and  labor  of  all  kinds  with  us  is  higher  when  you  get  out  in 
our  country. 

The  Chairman.  You  pay  your  laborers  better  in  Colorado  than  they 
do  in  Michigan  ? 

Mr.  MoREY.  Indeed  we  do.  Everything  is  higher.  Sugar  is 
higher,  too. 

The  Chairman.  Sugar  is  higher  ? 

Mr.  MoREY.  Yes. 

The  Chairman.  That  is  on  account  of  the  freight,  but  we  will 
come  to  that  in  a  minute.     You  think  $1,500  is  full  low? 

Mr.  MoREY.  Yes. 

The  Chairman.  Would  you  put  it  in  your  own  estimates  higher 
than  that  ? 

Mr.  MoREY.  I  think  a  factory  can  be  built  for  that,  but  you  can 
also  spend  a  good  deal  more  on  it,  too. 

The  Chairman.  What  is  the  total  stock  issued  by  this  company? 
I  just  want  to  see  if  I  understand  that  correctly.  I  believe  you  said 
there  were  about  $23,674,000  worth  of  stock  outstanding. 

Mr.  MoREY.  Yes. 

The  Chairman.  Besides  $2,000,000  or  a  little  over  of  these  two 
outside  companies  ? 

Mr.  MoREY.  ^es. 

The  Chairman.  Making  something  Uke  $26,000,000  ? 

Mr.  MoREY.  Their  stock  is  covered  in  the  Great  Western. 
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The  Chairman.  Oh,  it  is  ? 

Mr.  MoREY.  Oh,  yes.  We  have  bought  the  stock,  so  there  is  no 
stock  outstanding. 

The  Chairman.  That  is  included  in  the  $23,674,000  ? 

Mr.  MoREY.  Yes,  sir. 

The  Chairman.  How  much  of  that  is  common  stock  ? 

Mr.  MoREY.  Of  the  issue  that  is  out  ? 

The  Chairman.  Yes. 

Mr.  MoREY.  One  hundred  and  five  thousand  four  hundred  and 
forty  shares. 

The  Chairman.  A  httle  over  $10,000,000? 

Mr.  MoREY.  Yes,  sir. 

The  Chairman.  And  $13,000,000  is  preferred? 

Mr.  MoREY.  Yes;  $13,630,000. 

The  Chairman.  You  have  always  paid  7  per  cent  interest  on  the 
$13,000,000? 

Mr.  MoREY.  It  was  not  fully  $13,000,000  at  the  start. 

The  Chairman.  You  paid  7  per  cent  ? 

Mr.  MoREY.  On  whatever  was  issued. 

The  Chairman.  And  beginning  January  31,  1910,  you  have  been 
paying  5  per  cent  on  the  common? 

Mr.  MoREY.  Yes. 

The  Chairman.  You  pass  2^  per  cent  for  depreciation? 

Mr.  MoREY.  Yes. 

The  Chairman.  Your  surplus  is  now  $5,000,000,  in  round  numbers  ? 

Mr.  MoREY.  Yes. 

The  Chairman.  Let  us  see;  just  now  the  price  of  sugar  is  higher 
in  Colorado  than  it  is  in  Michigan,  even  ? 

Mr.  MoREY.  Yes. 

The  Chairman.  How  is  the  Denver  price  of  sugar  fixed  ?  Is  it  the 
San  Francisco  price  plus  the  freight  rate  ? 

Mr.  MoREY.   Yes,  sir;  less  the  differential. 

The  Chairman.  Less  the  differential  between  beet  and  cane  sugar  ? 

Mr.  MoKEY.  Yes,  sir. 

The  Chairman.  Is  the  price  at  any  one  of  your  factory  doors  the 
San  Francisco  price  plus  the  freight  rate  less  the  differential? 

Mr.  MoREY.  Yes,  sir. 

The  Chairman.  In  other  words,  the  people  in  the  vicinity  in  which 
these  factories  are  located  get  no  benefit  of  a  lower  price  on  sugar, 
because  of  their  location  ? 

Mr.  MoREY.  Not  any  lower  price  on  sugar.  May  I  add  something 
there  ? 

The  Chairman.  Yes;  anything  you  want  to. 

Mr.  MoREY.  That  question  was  taken  up  by  one  of  the  papers 
some  time  ago,  and  one  of  our  beet  growers  answered  it.  The  an- 
swer was  this:  This  particular  man  said,  "I  am  a  poor  farmer  and 
my  farm  was  mortgaged  when  this  factory  was  built  at  Loveland.  I 
have  paid  off  my  mortgage,  and  if  sugar  was  selling  at  10  cents  a 
pound,  I  should  feel  that  this  community  had  been  greatly  benefited 
by  this  sugar  factory."  I  will  guarantee  you  I  can  go  into  any  town 
in  the  West  that  has  a  population  of  2,000  people  in  the  surrounding 
country,  and  get  them  to  agree  to  pay  10  cents  a  pound  for  their 
sugar  if  we  will  build  them  a  sugar  factory. 

The  Chairman.  That  is  because  of  the  employment  of  labor  ? 
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Mr.  MoREY.  Yes,  sir;  and  the  benefit  it  is  to  the  country. 

The  Chairman.  Yes;  I  understand  that. 

Mr.  MoREY.  If  we  did  not  know  we  could  get  more  for  our  sugar 
in  Colorado,  and  then  the  next  point,  the  Missouri  Kiver,  and  the 
next  point  the  Mississippi  Kiver — if  we  knew  we  had  to  sell  it  all  in 
Texas  and  Arkansas,  or  in  Rochester  and  Buffalo  and  Pittsburg,  we 
would  not  have  built  the  factories. 

The  Chairman.  Now,  let  us  see.  You  heard  Mr.  Cutler's  evidence 
yesterday? 

Mr.  MoREY.  Yes. 

The  Chairman.  You  heard  what  he  said  about  this  schedule  of 
prices  for  each  State  in  the  intermountain  group,  sent  out  by  the 
Western  Sugar  Co.  ? 

Mr.  MoREY.  You  mean  the  freight  rates  ? 

The  Chairman.  No;  the  price  scale. 

Mr.  MoREY.  I  do  not  remember  that. 

The  Chairman.  Of  course,  if  you  do  not  remember,  that  is  different, 
and  I  Mall  ask  if  you  know  of  it.  Do  you  know  the  Western  Sugar 
Eefining  Co.,  the  Spreckels  concern? 

Mr.  MoREY.  Yes. 

The  Chairman.  Does  that  send  out  a  scale  of  prices  for  the  different 
Rocky  Mountain  States  ? 

Mr.  MoREY.  I  do  not  think  they  sent  out  a  scale  of  prices,  but 
every  broker  gets  a  communication,  and  the  California  and  Ha- 
waiian people  both  have  brokers,  and  they  both  quote  any  changes 
in  San  I*  rancisco  or  in  the  market. 

The  Chairman.  They  send  them  out  to  all  of  you  ? 

Mr.  MoREY.  They  do  not  send  them  to  us. 

The  Chairman.  You  do  not  get  them  ? 

Mr.  MoEEY.  No;  they  send  them  out  to  their  brokers,  and  their 
brokers  notify  our  broker,  I  imagine.  I  do  not  know  of  any  other 
way. 

The  Chairman.  Their  broker  notifies  your  broker  ? 

Mr.  MoREY.  He  notifies  the  trade  that  the  price  of  the  California 
and  Hawaiian  sugars  has  gone  up  20  cents  or  gone  down  20  cents,  or 
whatever  the  case  may  be. 

The  Chairman.  That  price  list  includes  prices  for  every  State  in 
that  group,  does  it  not  ? 

Mr.  MoREY.  I  do  not  know  as  to  other  States.  They  do  not  come 
in  competition  with  us. 

The  Chairman.  Have  you  ever  seen  that  list  ? 

Mr.  MoREY.  I  do  not  think  they  send  any  price  list,  and  I  never 
saw  one. 

The  Chairman.  I  thought  I  saw  you  in  here  while  Mr.  Cutler  was 
testifying  ? 

Mr.  MoREY.  Yes;  I  was  here,  but  I  did  not  hear  him  say  they  had 
that  circular.  I  thought  Mr.  Cutler  was  not  very  clear  in  the  selling 
part  of  it,  because  he  does  not  attend  to  it. 

The  Chairman.  But  he  said  he  saw  this  circular,  and  he  went  on 
and  explained  how  he  had  saved  his  people  of  Utah  25  cents  on  sugar 
by  having  this  circular,  and  that  they  had  reduced  the  Utah  price  by 
that  amount — by  25  cents. 

Mr.  MoREY.  I  did  not  hear  that. 

The  Chairman.  Did  you  ever  see  anything  of  that  in  Colorado  ? 
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Mr.  MoREY.  No,  sir. 

The  Chairman.  You  say  their  broker  gives  it  to  your  firm  ? 

Mr.  MoREY.  No,  I  do  not  think  he  does.  I  think  he  quotes  it  to 
the  trade,  and  it  immediately  becomes  pubhc  property. 

The  Chairman.  That  is  what  governs  ? 

Mr.  MoKEY.  Yes;  sure. 

The  Chairman.  You  do  not  cut  it  at  all? 

Mr.  MoREY.  We  want  to  get  as  much  as  we  can,  and  we  have  to 
sell  20  cents  under  the  price  of  their  cane,  anyway,  and  we  feel  that  it 
is  an  outrage  that  we  have  to  do  that,  because  our  sugar  is  just  as  goocj. 

The  Chairman.  That  is  on  account  of  prejudice  of  the  trade? 

Mr.  MoREY.  On  the  start,  the  beet-sugar  manufacturers  did  not 
make  good  sugar,  and  that  hurt  us. 

The  Chairman.  What  is  your  sugar  worth  in  Denver  now  ? 

Mr.  MoREY.  About  5  cents,  I  think. 

The  Chairman.  What  is  it  worth  in  Nebraska  ? 

Mr.  MoREY.  That  I  do  not  know;  I  do  not  remember.  Their 
prices  in  Nebraska  might  be  different  from  the  prices  they  make  for 
sugar  in  Colorado. 

The  Chairman.  I  think  it  might  be,  myself.  It  is  in  point  of  fact, 
is  it  not  ? 

Mr.  MoREY.  I  think  it  is.     I  do  not  know  what  their  prices  are. 

The  Chairman.  When  they  come  to  fix  the  price  for  their  sugar  in 
San  Francisco  for  the  people  out  there,  they  add  the  New  York  rate 
to  it  ? 

Mr.  MoREY.  I  do  not  believe  they  can  do  that.  You  have  a  man 
that  can  tell  you  what  they  do. 

The  Chairman.  I  though  may  be  you  knew  ? 

Mr.  MoREY.  No,  I  do  not  know  what  their  local  market  is. 

The  Chairman.  You  say  you  must  have  this  tariff  to  keep  every- 
body happy  ?  Why  couldn't  you,  if  the  tariff  was  reduced,  suspend 
all  operation  ? 

Mr.  MoREY.  We  could  for  a  time. 

The  Chairman.  While  it  was  going  down,  and  people  were  getting 
cheaper  sugar;  you  could  not  get  as  much  for  your  sugar? 

Mr.  MoREY.  We  would  get  knocked  out  of  business,  and  they 
would  put  the  price  up. 

The  Chairman.  What  per  cent  of  the  world's  production  of  sugar 
does  the  beet-sugar  production  represent  ? 

Mr.  MoREY.  It  is  a  very  small  production. 

The  Chairman.  What  per  cent  of  the  American  production  of 
sugar  do  the  beet-sugar  people  produce  ? 

Mr.  MoREY.  They  produce  about  510,000  tons,  I  think — the  beet- 
sugar  people  produce  that  much,  but 

The  Chairman.  Out  of  a  consumption  of  over  3,000,000  tons  ? 

Mr.  MoREY.  Yes,  sir ;  but  the  cane  people  are  taking  notice  of  the 
beet-sugar  factories,  and  don't  you  forget  it. 

The  Chairman.  Yes ;  and  I  think  the  consumers  are,  because  your 
argument  is  that  to  keep  up  the  price  on  that  500,000  tons,  the  Ameri- 
can people  ought  to  pay  a  higher  price  for  the  whole  3,000,000  tons 

they  eat. 

Mr.  MoREY.  If  Congress  will  let  us  alone  you  will  see  sugar  facto- 
ries so  thick  ail  over  this  country  they  will  be  willing  to  pay  the  extra 
cost  of  sugar. 
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The  Chairman.  That  is  mere  theorizing  one  way  or  the  other  ? 

Mr.  MoEEY.  Yes ;  I  know  it  is. 

The  Chairman.  You  are  as  much  entitled  to  your  theory  as  any- 
body else,  and  I  do  not  blame  you  for  believing  in  your  theory  so  long 
as  you  benefit  by  it. 

Mr.  MoREY.  There  is  no  question  about  that.  We  are  not  down 
here  working  for 

The  Chairman.  For  glory  ? 

Mr.  MoREY.  No;  I  simply  want  to  tell  the  truth  and  facts  as  1 
conceive  them. 

The  Chairman.  Naturally  you  are  fond  of  that  tariff  ? 

Mr.  MoREY.  There  are  very  few  sugar  factories,  if  any,  in  the 
United  States  that  can  run  without  protection. 

The  Chairman.  There  are  very  few  people  that  ever  got  protection 
who  feel  they  can  get  along  without  it  after  they  have  once  had  it. 
Did  you  ever  hear  of  anybody  that  wanted  to  give  it  up  when  once 
they  had  it  ? 

Mr.  MoREY.  I  do  not  know  that  I  can  say  they-ever  did. 

The  Chairman.  I  would  like  to  know  if  you  know  or  ever  heard  of 
anybody  in  any  line  of  American  industry  who  once  had  protection 
who  wanted  to  give  it  up  after  they  got  it  ? 

Mr.  MoRBY.  I  never  have  known  anything  about  the  tariff  matters 
until  I  got  into  the  sugar  business. 

The  Chairman.  Don't  you  remember  when  the  Payne  tariff  bill 
was  up  in  1909  ? 

Mr.  MoREY.  Yes,  indeed. 

The  Chairman.  Were  you  down  here  ? 

Mr.  MoREY    No. 

The  Chairman.  Did  you  come  down  ? 

Mr.  MoREY.  No. 

The  Chairman.  Do  you  remember  that  some  of  the 

Mr.  MoREY  (interrupting).  I  went  through  Washington,  but  I  did 
not  stop  off  longer  than  one  day;  I  did  not  come  here  to  regulate  the 
Congress. 

The  Chairman.  You  had  a  right  to  stop. 

Mr.  MoREY.  I  knew  what  was  going  on. 

The  Chairman.  You  laiew  what  was  going  on  very  well. 

Mr.  MoREY.  Yes;  I  did. 

The  Chairman.  Do  you  remember  some  of  the  Nebraska  and  Mon- 
tana Senators  were  about  to  join  in  the  war  on  the  sugar  schedule, 
and  one  of  them.  Senator  Burkett,  had  enlisted  for  the  war  on  sugar, 
and  that  he  finally  voted  the  other  way,  against  the  fight  that  the 
Senator  from  Kansas,  Mr.  Bristow,  was  leading;  and  don't  you  remem- 
ber the  papers  all  over  the  West,  in  your  State  and  in  Nebraska,  pub- 
lished a  statement  that  this  Scotts  Bluff  plant  was  promised  to  him  to 
be  located  out  there  at  that  time? 

Mr.  MoREY.  I  never  saw  that. 

The  Chairman.  You  never  saw  that  ? 

Mr.  MoREY.  No. 

The  Chairman.  Did  you  locate  the  Scotts  Bluff  plant  in  Nebraska  ? 

Mr.  MoREY.  Yes;  I  did. 

The  Chairman.  When  was  that  located  in  Nebraska? 

Mr.  MoREY.  We  have  not  got  it  finished  yet. 

The  Chairman.  When  did  you  start  it  ? 
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Mr.  MoREY.  I  think  I  bought  that  plant  four  years  ago,  and  we 
I  unted  for  a  location  for  it. 

The  Chairman.  When  did  you  locate  it  at  Scotts  Bluff  ? 

Mr.  MoREY.  I  think  two  years  ago  just  about  now  I  went  up  there. 

The  Chairman.  In  other  words,  about  1909  ? 

Mr.  MoREY.  Yes;  I  think  so. 

The  Chairman.  While  this  tariff  bill  was  up  ? 

Mr.  MoREY.  Yes;  but  I  knew  nothing  about  that  part  of  it. 

The  Chairman.  Did  you  ever  read  the  newspapers  in  Nebraska? 

Mr.  MoREY.  No ;  I  never  read  Nebraska  papers  at  all.  We  located 
at  Scotts  Bluff  because  that  is  one  of  the  finest  valleys — and  any  of 
you  gentlemen  will  say  so  if  you  go  out  there — that  lays  outdoors  any- 
where. There  is  nothing  in  Colorado  that  is  its  equal,  in  my  judg- 
ment. There  will  be  five  sugar  factories  instead  of  one  if  the  tariff 
does  not  put  a  stop  to  it,  because  it  is  a  beautiful  country. 

The  Chairman.  The  tariff  did  not  put  a  stop  to  this  Scotts  Bluff 
business  that  you  did  put  up  there  ? 

Mr.  MoREY.  We  have  not  got  thoroughly  alarmed 

The  Chairman  (interrupting).  I  want  to  ask  you  a  plain  question, 
and  you  are  a  very  intelligent  man,  and  I  do  not  know  whether  you 
know  it,  but  I  believe  if  you  know  it  you  will  tell  it.  Did  anything 
that  happened  in  comiection  with  the  consideration  of  the  Payne 
tariff  bill  by  the  Senate  have  anything  whatever  to  do  with  the  loca- 
tion of  this  plant  in  Nebraska  ? 

Mr.  MoREY.  No,  sir;  not  to  my  knowledge,  and  I  think  I  would 
know  it. 

The  Chairman.  I  should  think  you  would.  You  are  the  man  that 
controlled  the  location,  are  you  not  ? 

Mr.  MoREY.  Yes,  sir;  and  there  was  nothing  of  the  kind. 

The  Chairman.  Who  suggested  to  you  to  locate  it  there  ? 

Mr.  MoREY.  We  had  been  getting  beets  from  Scotts  Bluff  and 
hauling  them  to  Sterling  for  years,  and  every  man  I  ever  knew  has 
been  after  me  to  go  up  there  and  take  a  look  at  that  country.  ' 

The  Chairman.  When  did  you  first  contemplate  putting  it  in  at 
Scotts  Bluff? 

Mr.  MoREY.  I  think  it  was  about  three  years  ago.  We  did  not 
know  just  where  we  would  move. 

The  Chairman.  I  am  going  to  ask  a  question,  which,  while  it  is  a 
little  personal,  I  think  is  proper.  Did  you  give  any  information  to 
any  of  those  western  Senators,  from  Nebraska  or  any  other  State, 
that  a  beet-sugar  factory  was  about  to  be  located  in  Nebraska,  while 
that  tariff  discussion  was  on  ? 

Mr.  MoREY.  I  never  referred  to  it.  I  never  met  any  Senators  as  far 
as  I  can  remember.  Senator  Teller  would  be  the  only  man  I  would 
be  likely  to  talk  to,  and  I  do  not  think  I  mentioned  it  to  him. 

The  Chairman.  You  did  not  mention  to  anybody  that  that  was 
about  to  be  done  ? 

Mr.  MoREY.  No.     We  went  there  because  we  wanted  to  go  there. 
There  were  no  political  reasons  of  any  kind  whatever.     I  am  sure 
that  is  correct. 
Mr.  Garrett.  Is  this  the  only  witness  to-day,  Mr  Chairman  ? 
The  Chairman.  The  only  one  to-day,  I  think. 
Mr.  Garrett.  I  would  suggest  then  that  instead  of  taking  our 
recess  now,  we  run  on  and  get  through. 
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Mr.  Hinds.  I  do  not  think  I  shall  take  very  long  with  the  few  ques- 
tions I  have  to  ask. 

The  Chairman.  If  the  examination  is  not  very  long,  suppose  we  do 
that. 

Mr.  Hinds.  You  speak,  Mr.  Morey,  of  freight  rates  having  a  great 
deal  to  do  with  prices.  Are  your  hauls  pretty  long  hauls  in  the  dis- 
tribution of  your  product  ? 

Mr.  Morey.  You  are  speaking  of  the  beets,  or  the  sugar  ? 

Mr.  Hinds.  The  sugar. 

Mr.  Morey.  This  sheet  [indicating]  which  will  be  in  the  record 
shows  that  we  go  to  Texas  and  as  far  east  as  Pittsburg  and  Buffalo, 
and  that  is  about  the  extreme  limit. 

Mr.  Hinds.  That  is  a  thousand  miles  ? 

Mr.  Morey.  Yes,  it  is  fully  a  thousand  miles — more  than  that. 

Mr.  Hinds.  Suppose  your  business  was  contracted  so  your  longest 
distance  would  be  a  third  of  that,  say  300  or  350  miles;  suppose  the 
most  of  it  was  right  around  within  100  miles;  would  the  diminished 
freight  rates  have  a  material  effect  on  the  price  of  sugar,  assuming  the 
freight  rates  to  decrease  in  proportion  to  distance — although  I  do  not 
know  that  that  is  a  wholly  fair  assumption. 

Mr.  Morey.  If  we  had  people  enough  to  consume  the  sugar . 

Mr.  Hinds.  If  there  were  population  to  consume  the  sugar  ? 

Mr.  Morey.  Surely. 

Mr.  Hinds.  It  would  make  a  material  difference  ? 

Mr.  Morey.  Indeed  it  would. 

Mr.  Hinds.  In  England  the  English  Board  of  Trade  found  the 
retail  price  of  sugar  there  is  about  from  1^  cents  to  2  cents  a  pound 
less  than  with  us.  Of  course  England  is  just  such  a  country  as  I 
have  pictured  to  you — all  short  hauls  and  thick  population.  Would 
you  think  that  that  condition  might  contribute  somewhat  to  that 
lower  price  in  England?  Do  you  know  enough  of  the  conditions 
there, to  say? 

Mr.  Morey.  No;  I  think  they  get  their  sugar  with  a  very  trifling 
duty  on  it,  and  their  raw  product  costs  them  very  much  less  than  it 
does  in  this  country. 

Mr.  Hinds.  What  are  the  elements  that  make  their  raw  product 
cost  less  ? 

Mr.  Morey.  Free  trade.     They  have  no  duty  ? 

Mr.  Hinds.  No  duty  ? 

Mr.  Morey.  No  duty. 

Mr.  Hinds.  Is  the  freight  from  Hamburg  to  England  much  less 
than  it  is  from  Hamburg  here  ? 

Mr.  Morey.  It  is  very  small;  the  water  freights  are  very  trifling. 

Mr.  Hinds.  You  think  that  would  not  count  ? 

Mr.  Morey.  Very  little.  The  freight  is  very  small  from  Hamburg 
to  New  York,  for  instance. 

Mr.  Hinds.  But  land  freights  on  railroads  might  be  something  of 
an  element  in  the  cost  of  sugar  to  the  consumer  ? 

Mr.  Morey.  Yes,  sir. 

Mr.  Hinds.  Have  you  any  positive  Imowledge  on  that  fact  ? 

Mr.  Morey,  No,  sir;  only  just  general  information  as  a  merchant 
or  business  man. 

Mr.  Hinds.  You  have  been  a  good  many  years  in  the  sugar 
business  ? 
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Mr.  MoREY.  I  have  been  a  good  .many  years  in  the  wholesale 
grocery  business. 
.  Mr.  Hinds.  You  have  ? 

Mr.  MoRBT.  Yes,  sir;  all  my  life. 

Mr.  Hinds.  It  is  estimated,  and  the  estimate  seems  to  be  accepted, 
that  the  individual  consumption  of  sugar  in  this  country  is  81  pounds 
a  year  to  the  individual  ? 

Mr.  MoRET.  That  means  aU  that  goes  into  the  manufactures  ? 

Mr.  Hinds.  Yes,  everything. 

Mr.  MoRET.  Yes. 

Mr.  Hinds.  The  EngUsh  board  of  trade,  in  their  investigation  in 
this  country,  estirnate  the  individual  consumption  at  1.5  pounds  per 
week,  I  think,  which  would  be  55  pounds  a  year  as  I  multiply  it. 

Mr.  Malbt.  How  is  that  ? 

Mr.  Hinds.  One  and  one-half  pounds  per  week. 

Mr.  Malby.  It  amounts  to  more  than  that  then. 

Mr.  Hinds.  For  the  individual  per  week  ? 

Mr.  MoREY.  That  is  1^  pounds  a  week,  you  say? 

Mr.  Hinds.  1.06  pounds,  I  mean;  thank  you  for  the  interruption 
and  correction.     That  would  be  55  pounds  a  year,  as  I  reckon  it. 

Mr.  MoREY.  That  is  exclusive  of  the  manufactures  ? 

Mr.  Hinds.  Yes;  that  is  the  individual  consumption  of  the  working- 
man  who  goes  to  the  store  and  buys  it. 

Mr.  MoREY.  I  do  not  believe  it  is  anywhere  near  as  large  as  that 
in  this  country. 

Mr.  Hinds.  You  do  not  think  so? 

Mr.  MoREY.  No,  sir. 

Mr.  Hinds.  What  would  be  your  estimate  of  what  the  individual 
buys  at  the  store? 

Mr.  MoREY.  Not  over  30  pounds  at  the  outside. 

Mr.  Hinds.  Not  over  30  pounds? 

Mr.  MoBEY.  I  believe  it  is  under  30  pounds.  Here  are  four  articles, 
and  there  is  an  immense  number  of  others — for  instance,  milk  alone 
takes  140,000,000  pounds;  biscuit  and  pie  and  cake  bakers  take 
127,000,000  pounds;  confectioners  take  612,000,000  pounds;  and 
chewing  gum,  25,000,000  pounds.    That  is  as  far  as  I  have  them. 

Mr.  Hinds.  Take  the  confectioner;  you  have  been  selling  gro- 
ceries— take  confectioners,  for  instance.  What  is  the  greatest 
amount  of  sugar  you  can  get  into  a  pound  of  candy  ? 

Mr.  MoREY.  I  never  have  been  a  candy  manufacturer. 

Mr.  Hinds.  It  would  not  be  over  a  pound  of  sugar,  would  it? 

Mr.  MoREY.  You  could  not  get  a  pound  of  sugar  in  with  the 
adulterations  they  put  in. 

Mr.  Hinds.  You  could  not  get  over  a  pound  of  sugar  in  a  pound 
of  candy  ? 

Mr.  MoREY.  You  could  not  possibly  do  so. 

Mr.  Hinds.  You  have  bought  candy  some? 

Mr.  MoREY.  Yes. 

Mr.  Hinds.  How  much  do  you  pay  a  pound  for  it  ? 
Mr.  MoREY.  So-called  candy  sens  very  cheap,  or  did  until  the  pure 
food  law  came  in.    Now,  it  is  a  different  proposition.    We  people  are 
getting  regulated  out  there  pretty  well. 
Mr.  Hinds.  Twenty  to  50  cents  a  pound  for  candy? 
Mr.  MoBEY.  Do  you  mean  for  the  best  quality  of  pure  candy  ? 
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Mr.  Hinds.  For  a  good  quality,  such  as  you  buy  to  give  to  your 
friends. 

Mr.  MoEEY.  I  buy  candy  to  give  to  my  friends,  but  I  usually  pay 
about  $1  a  pound  for  it. 

Mr.  Hinds.  My  friends  get  along  with  50-cent  candy.  [Laughter.] 
There  can  not  be  over  a  pound  of  sugar  in  that  dollar's  worth  of 
candy  that  you  buy,  can  there  ? 

Mr.  MoREY.  No. 

Mr.  Hinds.  And  the  confectioner  pays  how  much  for  that — 6  cents 
a  pound  ? 

Mr.  MoRET.  Hardly  that.  He  does  not  pay  on  an  average  all  the 
country  over  more  than  5  cents. 

Mr.  Hinds.  So  that  pound  that  goes  into  the  candy  probably  has 
about  li  cents  more  in  it  than  would  be  there  if  we  did  not  have  the 
tariff? 

Mr.  MoREY.  It  is  a  very  small  amount.     I  never  figured  it  out. 

Mr.  Hinds.  Half  of  that  1^  cents  goes  to  the  Government  for 
revenue,  it  is  admitted  here,  I  believe  ? 

Mr.  MoREY.  Yes. 

Mr.  Hinds.  So  that  three-quarters  of  a  cent  is  probably  the  tariff  on 
the  sugar  in  that  pound  of  candy ;  that  is  fair,  is  it  not  ? 

Mr.  MoREY.  Yes ;  that  never  would  make  any  difference  in  the  sell- 
ing price  of  it. 

Mr.  Hinds.  Don't  you  think  if  we  took  off  the  tariff  possibly  you 
might  get  that  pound  of  candy  for  99^  cents  ? 

Mr.  MoEEY.  Just  about.     [Laughter.] 

Mr.  Hinds.  In  other  words,  is  it  likely  from  your  experience  in  the 
grocery  trade  that  the  reduction  of  the  tariff  on  sugar  would  reach  the 
ultimate  consumer  in  candy  ? 

Mr.  MoEEY.  Not  a  particle. 

Mr.  Hinds.  You  do  not  think  it  would  ? 

Mr.  MoKEY.  Not  a  particle;  hardly  in  any  of  the  manufactured 
products.     The  amount  is  too  small  in  a  can  of  milk,  for  instance.  ■ 

Mr.  Hinds.  How  wquld  it  be  in  a  can  of  condensed  milk  ? 

Mr.  MoREY.  It  would  be  very  trifling;  it  would  not  be  as  much  as 
it  would  be  in  a  pound  of  candy. 

Mr.  Hinds.  Is  the  proportion  of  sugar  in  a  can  of  condensed  milk  as 
large  as  the  proportion  of  hides  in  a  pair  of  shoes,  do  you  know  ? 

Mr.  MoREY.  'That  is  too  much  for  me. 

Mr.  Hinds.  I  did  not  know,  but  from  the  analogy  we  might  get  at 
what  the  price  of  the  condensed  milk  would  be. 

Mr.  MoEEY.  That  is  too  much  for  me. 

Mr.  Hinds.  What  other  articles  does  sugar  enter  into  ? 

Mr.  MoREY.  There  are  a  lot  of  them. 

Mr.  Hinds.  Tobacco  ? 

Mr.  MoREY.  Yes,  largely  in  tobacco;  and  liquors,  and  wines,  and 
preserves,  soda-water  sirups,  desiccated  coconut,  Quaker  Oats,  jelly 
rnanufactures,  gelatin,  candied  fruits,  rock  candy,  drugs  and  medi- 
cines, chemicals,  cake  manufactures,  ice-cream"  manufactures,  in- 
fants' foods,  pacldng  houses,  distilled  wines,  champagne,  fruit  sirups, 
mincemeat;  I  do  not  know  how  many  others. 

Mr.  Hinds.  From  your  experience  in  the  grocery  trade,  do  you 
think  that  any  reduction  likely  to  be  possible  in  the  price  of  sugar 
would  make  any  difference  in  the  cost  of  these  articles  to  the  ultimate 
consumer  ? 
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Mr.  MoREY.  In  any  of  these  manufactured  articles  ? 

Mr.  Hinds.  Yes. 

Mr.  MoREY.  Not  one  iota.  It  is  impossible  to  change  the  price  on 
a  can  of  milk  because  of  a  little  change  in  the  duty,  or  to  change  the 
price  of  a  package  of  gum  or  a  pound  of  candy  or  any  of  those  different 
things. 

Mr.  Hinds.  So  that  joxi  would  estimate  that  the  amount  of  sugar 
to  be  eliminated  from  the  tariff  problem  as  relating  to  the  consumer 
would  be  as  much  as  50  pounds  out  of  that  81  pounds  that  the  indi- 
vidual takes  ? 

Mr.  MoREY.  Yes,  sir. 

Mr.  Hinds.  Do  you  think  it  would  be  50  pounds  out  of  81  pounds? 

Mr.  MoREY.  I  do  not  believe  the  annual  consumption  of  sugar  that 
goes  to  the  breakfast  table,  that  the  individual  purchases,  amounts  to 
more  than  30  pounds  a  year. 

Mr.  Hinds.  So  that,  according  to  your  estimate — it  is  a  surprise  to 
me,  a  little,  I  will  say,  laecause  my  mind  has  been  set  upon  the  accuracy 
of  the  English  board  of  trade  estimate.  Have  you  examined  their 
estimate  1 

Mr.  MoREY.  No;  I  have  iiot.  I  am  inclined  to  think  that  the  Eng- 
lish people  use  more  sugar  than  our  people  do. 

Mr.  Hinds.  The  English  board  of  trade  has  investigated  for 
America  and  their  estimate  for  America  is  1.06  for  each  individual. 

Mr.  MoREY.  For  America  ? 

Mr.  Hinds.  Yes;  in  the  groups  they  examined  in  the  cities.  Those 
were  working  families  largely.  I  am  not  prepared  to  say  whether 
that  is  adults,  but  I  think  it  included  all.  Has  any  gentleman  here 
examined  that  report  ? 

Mr.  Malby.  I  have  examined  it,  and  I  think  you  are  correct 
about  it. 

Mr.  Garrett.  I  have  examined  it,  too. 

Mr.  Hinds.  That  average  was  for  all,  wasn't  it  ? 

The  Chairman.  I  did  not  think  so.  It  struck  me  that  was  the 
direct  consumption  of  sugar.  It  is  contrary  to  all  our  own  statistics 
of  the  subject,  however. 

Mr.  Hinds.  On  your  basis  of  30  pounds  of  sugar  for  the  adults  for 
the  year,  the  reduction  of  the  tariff,  assuming  the  taking  off  of  the 
tariff  would  reduce  the  price — have  you  figured  out  how  much  that 
would  bring  to  each  adult  a  year;  how  much  of  a  saving  it  would  be? 

Mr.  Morey.  No;  I  have  never  made  any  calculation  on  that  subject 
at  aU,  but  it  is  easily  arrived  at. 

Mr.  Hinds.  It  would  be  not  over  50  cents  a  year,  would  it? 

Mr.  Morey.  It  would  seem  to  me  about  that. 

Mr.  Hinds.  Yes;  50  cents  a  year. 

Mr.  Malby.  What  is  that  for  ? 

Mr.  Hinds.  Taking  off  from  the  duty.  What  I  am  trying  to  get 
at  is,  how  much,  divesting  the  beet  industry  of  the  duty,  that  would 
mean  to  the  average  citizen  of  the  United  States. 

Mr.  Morey.  It  would  be  very  small,  I  think. 

Mr.  Hinds.  I  figured  it  on  the  basis  of  the  English  board  of  trade 
estimate  of  about  55  pounds  a  year  for  the  individual,  and  it  seemed 
to  me,  as  I  figured  it,  that  it  would  make  from  $1.20  to  $1.60  a  year, 
half  of  which  would  be  revenue  for  the  Government  and  half  for  the 
individuals.  But  on  your  estimate  to  the  individual  it  would  be 
much  less. 
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I  do  not  want  to  take  the  time  of  the  committee  unduly,  but  I 
have  one  or  two  other  questions  I  would  like  to  ask. 

The  Chairman.  Go  ahead,  Mr.  Hinds. 

Mr.  Hinds.  In  your  company,  as  I  imderstand  it,  the  trust  does 
not  own  a  control  at  the  present  time  ? 

Mr.  MoREY.  No,  sir. 

Mr.  Hinds.  But  the  trust  and  Havemeyer  together  own  a  control  ? 
■  Mr.  MoEEY.  They  would  if  they  worked  together,  but  they  do  not 
pull  together  very  well. 

Mr.  Hinds.  When  they  first  went  in  they  did  pull  together  ? 

Mr.  MoREY.  Yes,  they  did. 

Mr.  Hinds.  When  they  pulled  together  were  you  conscious  of  any 
duress  in  your  business  management  because  of  that  ? 

Mr.  MoEEY.  No;  none  whatever. 

Mr.  Hinds.  And  yet  inevitably  there  must  have  been  some  dm-ess, 
must  there  not  1 

Mr.  MoREY.  Nothing  I  know  anything  about.  My  business  was, 
I  think,  always  transacted  with  Mr.  Havemeyer.  Months  would  go 
by  when  I  would  not  have  a  scratch  of  a  pen  from  him.  Whenever 
anything  did  come  up  it  was  always  transacted  with  him. 

Mr.  Hinds.  For  what  reason  did  you  think  he  went  into  the  sugar 
business  in  Colorado  ? 

Mr.  MoREY.  I  think  he  really  believed — I  know  he  believed  that 
the  industry  was  boiind  to  grow  in  the  United  States  that  he  had 
watched  it  and  had  expert  opinions  on  it,  and  that  it  was  bound  to 
become  popular,  because  of  the  great  benefit.  He  had  been  watch- 
ing it  in  Michigan,  and  he  had  been  watching  it  in  other  places. 
While  Mr.  Havemeyer  did  a  great  deal  for  Colorado,  and  more  than 
any  other  live  man  in  my  estimation,  I  do  not  think  he  was  investing 
in  Colorado  because  of  philanthropy  or  anything  of  that  kind. 

Mr.  Hinds.  In  other  words,  you  think  he  thought  it  was  a  good 
investment. 

Mr.  MoEEY.  I  think  he  thought  it  was  a  good  investment.  He 
a,lways  believed  it  was. 

Mr.  Hinds.  What  was  the  effect  of  his  investment  in  your  com- 
pany as  to  its  management,  as  to  efficiency  of  its  processes,  and  so 
forth  ? 

Mr.  MoREY.  We  had  the  benefit  of  anything  that  we  wanted  to 
find  out  in  the  management.  He  helped  us  to  get  very  valuable 
employees.  The  chairman  of  the  technical  staff  and  our  chief  engi- 
neer, men  of  very  high  position  and  standing,  were  furnished  me  by 
Mr.  Havemeyer.     He  gave  them  up. 

Mr.  Hinds.  Men  who  lifted  the  industry  ahead  in  its  efficiency 
and  economy  ? 

Mr.  MoEEY.  Technical  men.  I  am  not  a  technical  man,  and  I  do 
not  know  anything  about  the  inside  of  the  factory. 

Mr.  Hinds.  Were  those  men  furnished  from  the  staff  of  Mr.  Have- 
meyer or  from  the  staff  of  the  Sugar  Trust  ? 

Mr.  MoREY.  They  were  from  the  staff  of  the  Sugar  Trust,  I  think. 

Mr.  Hinds.  In  other  words,  it  was  the  organization  of  the  Sugar 
Trust  that  was  put  into  your  company  ? 

Mr.  MoREY.  Yes,  sir. 

Mr.  Hinds.  And  that  had  a  great  beneficial  effect  on  the  industry? 

Mr.  MoREY.  Very  much. 
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Mr.  Hinds.  If  that  was  it,  why  did  not  the  sugar  industry  have  a 
control  of  your  company?  Why  should  they  have  let  it  slip  from 
them  5 

Mr.  MoRET.  Who  do  you  mean  by  the  sugar  industry « 

Mr.  Hinds.  I  mean  the  Sugar  Trust,  the  corporation. 

Mr.  MoREY.  Mr.  Havemeyer  invested  under  the  board  of  directors 
of  the  American  Sugar  Kefining  Co.  for  their  part  and  for' himself. 
He  made  his  own  investments,  and  his  own  investments  were  about 
equal  with  theirs. 

Mr.  Hinds.  Does  that  seem  to  you  a  proper  handling  of  the  funds 
of  the  Sugar  Trust? 

Mr.  More Y.  I  do  not  know  why  it  was  not,  if  he  was  acting  under 
directions  of  the  board.     They  knew  he  was  investing  for  himself. 

Mr.  Hinds.  But  is  a  minority  holding  of  one  industrial  corporation 
in  another  industrial  corporation  a  wise  business  move  ? 

Mr.  MoREY.  You  mean  in  the  same  line  ? 

Mr.  Hinds.  Yes,  in  the  same  line.  I  mean  an  industrial  corpora- 
tion that  has  no  public  franchises  or  rights  of  eminent  domain,  like 
railroads,  but  a  purely  private  corporation. 

Mr.  MoREY.  i  do  not  know  that  there  is  any  legal  objection  to 
anything  of  that  kind.     I  do  not  know  about  that. 

Mr.  Hinds.  I  was  speaking  more  of  the  business  objection.  You 
would  not  yourself  want  to  put  a  large  part  of  your  fortune,  would 
you,  into  a  minority  holding  in  an  industrial  concern  where  others 
controlled  it? 

Mr.  MoREY.  It  would  depend  on  who  was  managing  it,  of  course, 
and  what  I  knew  about  it. 

Mr.  Hinds.  In  other  words,  ordinarily  in  a  concern  of  that  kind 
you  would  confine  yourself  to  a  small  interest,  would  you  not,  rather 
than  to  take  a  very  large  interest  ? 

Mr.  MoREY.  Mr.  Havemeyer  could  not  do  things  in  a  small  way. 
If  he  was  going  to  go  in,  he  would  go  in  big  or  not  at  all.  He  could 
not  do  it  in  any  other  way. 

Mr.  Hinds.  Then,  for  that  very  reason  I  ask  you,  when  he  put  the 
Sugar  Trust  into  it  in  that  way,  why  he  didn't  put  it  in  for  a  large 
enough  amount  so  the  Sugar  Trust  would  dominate  ? 

Mr.  MoREY.  I  do  not  think  they  had  money  enough.  They  were 
spending  money  in  Michigan  and  Utah,  and  I  think  their  pocketbook 
ran  dry.  They  had  to  have  a  certain  amount  of  money  appropriated 
for  that  purpose.  I  think  they  had  invested  it  all  around;  I  do  not 
know  about  that. 

Mr.  Hinds.  Don't  you  think  that  possibly  the  restriction  of  com- 
petition may  have  had  something  to  do  with  their  going  in  ? 

Mr.  MoRBY.  I  do  not  see  how  it  could  have,  because  our  competi- 
tion was  not  coming  from  there;  it  was  coming  from  outsiders.  There 
has  always  been  enough  outside  interest  to  make  competition  very 
strong. 

Mr.  Hinds.  Has  the  trust  sold  any  of  its  stock  in  your  company  ? 

Mr.  MoREY.  I  think  it  has. 

Mr.  Hinds.  It  has  ? 

Mr.  MoREY.  Yes,  sir. 

Mr.  Hinds.  Do  you  know  what  proportion  it  has  sold  ? 
Mr.  MoREY.  I  do  not  remember  just  what  the  proportion  is,  but 
I  am  quite  sure  it  has  sold  as  much  as  10  per  cent. 
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Mr.  Hinds.  Ten  per  cent  ? 

Mr.  MoREY.  Yes,  sir. 

Mr.  Hinds.  Have  you  seen  evidence  of  its  gradually  trying  to  get 
rid  of  its  holdings  in  your  company  ? 

Mr.  MoRBY.  Quite  the  contrary.  I  have  been  trying  to  get  stock- 
holders enough  so  that  we  could  list  the  stock  on  the  New  York  Stock 
Exchange,  and  the  only  reason  they  have  ever  let  me  have  any 
stock — and  the  Havemeyers  the  same  way — ^has  been  to  scatter  our 
stock  and  get  1,000  stockholders  of  preferred  and  1,000  of  common 
before  they  will  look  at  us  on  the  New  York  Stock  Exchange. 

Mr.  Hinds.  In  other  words,  so  far  as  you  are  concerned  you  have 
seen  no  evidence  that  the  trust  is  trying  to  dispose  of  its  beet-sugar 
properties  ? 

Mr.  MoREY.  No;  to  the  contrary.  They  do  not  want  to  give  up 
any  stock.  I  have  had  to  beg  for  what  I  have  had,  and  they  would 
not  let  me  have  what  I  wanted,  because  our  brokers  could  sell  more 
if  they  had  it. 

Mr.  Hinds.  You  raise  your  beets  under  irrigation? 

Mr.  MoBEY.  Altogether. 

Mr.  Hinds.  What  sort  of  labor  do  you  employ  ? 

Mr.  MoREY.  All  kinds,  pretty  nearly. 

Mr.  Hinds.  How  does  the  labor  employed  in  the  beet  raising  of 
Utah  compare  with  that  of  Germany,  as  to  cost  ? 

Mr.  MoREY.  You  said  "Utah."     You  meant  Colorado. 

Mr.  Hinds.  I  mean  Colorado.     Excuse  me,  yes. 

Mr.  MoREY.  We  have  to  pay  more  for  labor,  of  course.  Our  labor- 
ers consist  largely  of  what  are  known  as  Russians.  They  are  really 
emigrants  from  Poland  and  Austria,  but  they  speak  the  German 
language.  Then  we  have  Mexicans  and  Indians  and  a  few  Japanese, 
but  not  many  Japanese.  We  have  all  kinds  of  labor,  of  every  kind 
and  description.  These  Austrians  have  large  families.  I  have  seen 
a  woman  weeding  beets  pushing  a  baby  carriage  and  two  little  kids 
just  barely  able  to  walk  hanging  to  her  skirts,  and  she  down  on  her 
knees  weeding  beets,  you  know.     They  have  large  famihes. 

Mr.  Hinds.  That  is  in  Colorado  ? 

Mr.  MoREY.  Yes;  and  just  as  soon  as  the  children  are  4  or  5  years 
old  they  put  them  to  work  at  this  thinning  and  weeding — very  young 
children.  Lots  of  the  families  have  10  or  12  children,  and  when 
it  comes  fall  they  have  money  enough  to  go  into  winter  quarters 
and  have  a  good  time  in  their  way.  We  try  to  encourage  them  by 
building  churches  and  keeping  a  center  for  them  there  so  that  they 
will  be  happy  and  contented. 

Mr.  Hinds.  And  they  are  carrying  out  there,  then,  the  customs  of 
labor  that  they  bring  from  their  own  country? 

Mr.  MoREY.  Yes;  largely. 

Mr.  Hinds.  Why  do  they  come  here  instead  of  staying  in  their  own 
country  ? 

Mr.  MoREY.  Oh,  well 

Mr.  Hinds.  Do  I  understand  you  that  they  get  more  wages  here? 

Mr.  MoREY.  Oh,  yes.  They  could  not  do  as  well  in  the  old  country. 
They  could  not  begin  to.  A  lot  of  those  people  there,  that  came  with 
us  early,  have  bought  10  or  20  acres  of  land  and  are  raising  beets  for 
us — hundreds  of  them;  hundreds  of  them.  They  are — what  shall  I 
call  them — frugal.     They  are  saving,  you  know.     If  a  family  makes 
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11,200,  we  will  say,  in  the  summer  (and  there  have  been  some  in- 
stances of  that  kind)  they  put  that  right  into  a  piece  of  land,  and  the 
next  year  they  are  raising  beets  for  themselves.     They  are  growers. 

Mr.  Hinds.  Have  you  reason  to  suppose  that  they  could  not  have 
done  that  in  the  countries  from  which  they  came  ? 

Mr.  MoREY.  I  have  been  told  so.  They  could  not  possibly,  in  the 
old  countries. 

Mr.  Hinds.  And  the  reason  they  can  do  it  here  is  because  they  get 
better  wages  than  they  get  there? 

Mr.  MoREY.  Well,  I  think  your  foreigner  who  comes  to  this  country 
can  do  better  at  almost  anything  than  he  can  in  the  foreign  country. 

Mr.  Hinds.  Do  you  think  their  efSciency  is  greater  under  the  sun 
of  Colorado  than  it  would  be  in  their  native  land  ? 

Mr.  MoREY.  Well,  I  do  not  know  about  that.  Of  course,  if  they  had 
time  to  look  up,  they  could  see  a  beautiful  range  of  mountains  in 
Colorado  for  150  miles,  in  almost  all  of  our  fields. 

Mr.  Hinds.  But  you  have  no  reason  to  believe  that  that  would 
enable  them  to  weed  more  beets  than  they  could  weed  in  Austria  or 
Russia  ? 

Mr.  MoREY.  No;  I  do  not  think  they  are  very  poetic. 

Mr.  Hinds.  In  other  words,  on  what,  in  your  estimation,  does  the 
efficiency  of  the  labor  depend  as  between  one  country  and  another? 

Mr.  MoREY.  I  feel  that  it  depends  on  the  physical  condition, 
largely.  If  a  man  is  able  to  earn  a  comfortable  amount,  enough  to 
take  care  of  himself  and  his  family,  and  he  has  a  comfortable  place  in 
which  to  live,  and  a  pleasant  occupation,  he  is  a  better  man  of  course 
than  he  is  where  he  is  held  down  and  has  no  chance  to  get  up. 

Mr.  Hinds.  Yes.  But  having  a  man  equipped  in  one  country 
with  that  enthusiasm  and  equipped  in  another  country  with  a  labor- 
saving  machine,  you  would  not  think  the  enthusiasm  would  make  up 
for  the  labor-saving  macliine,  would  you  ? 

Mr.  MoREY.  Inraising  beets  there  is  not  much  chance  formachinery. 

Mr.  Hinds.  There  is  no  chance  ? 

Mr.  MoREY.  No.  Every  beet  must  be  kneeled  to ;  every  beet  must 
be  kneeled  to. 

Mr.  Hinds.  And  agricultural  machinery  can  not  be  applied  to  it? 

Mr.  MoREY.  No,  sir;  there  has  never  been  anything  invented  yet 
that  will  thin  or  weed  beets. 

Mr.  Hinds.  So  that  in  the  raising  of  beets  American  equipment, 
with  machinery,  does  not  help  out  ? 

Mr.  MoREY.  Very  little,  very  little. 

Mr.  Hinds.  That  is,  it  is  man  for  man  and  child  for  child? 

Mr.  MoREY.  Yes. 

Mr.  Hinds.  That  is,  as  between  this  country  and  abroad. 

Mr.  MoREY.  It  is  gardening  on  a  large  scale.  You  have  to  culti- 
vate the  soil  thoroughly,  and  get  your  beet  beds  just  like  a  garden. 
Then,  when  they  sow  this  seed,  they  sow  it  very  thickly,  and  the 
beets  come  up  very  thickly.  Then  a  man  goes  through  with  a  hoe 
and  cuts  so  many  inches,  8  inches,  and  then  somebody  on  his 
knees  must  go  along  and  pull  away  all  of  the  beets  but  one,  and  any 
weeds  there  may  be,  and  just  leave  one  beet.  So  that  over  all 
those  long  fields  those  long  rows  must  be  gone  across  on  the  knees 
of  some  man,  woman,  or  child. 
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Mr.  Hinds.  So  that  in  your  competition  with  the  sugar  makers 
of  other  countries  you  can  not  avail  yourself  of  American  ingenuity 
as  expressed  in  machinery  and  equipment  ? 

Mr  MoREY.  They  have  not  done  it  over  there  yet  to  amount  to 
anything. 

Mr.  Hinds.  That  is  all. 

Mr.  Garrett.  Just  one  or  two  questions,  Mr.  Morey.  You  have 
to  pay  your  labor  more  than  they  pay  similar  labor  in  Germany? 

Mr.  Morey.  I  think  we  do;  oh,  yes. 

Mr.  Garrett.  Germany  has  a  bounty  on  its  beet  sugar,  has  it  not  ? 

Mr.  Morey.  I  believe  so. 

Mr.  Garrett.  And  that  encourages  its  production? 

Mr.  Morey.  I  think  so. 

Mr.  Garrett.  That  bounty  is  higher  than  the  American  tariff,  is 
it  not  ? 

Mr.  Morey.  I  am  not  posted  on  that.  I  can  not  answer  that 
question.     I  do  not  know. 

Mr.  Garrett.  But  the  amount  which  is  paid  out,  unless  I  am  very 
much  mistaken,  is  higher  than  the  American  tariff,  and  their  labor  is 
more  efficient  labor  than  ours,  is  it  not  ?  Perhaps  not  more  efficient 
labor,  but 

Mr.  Morey.  I  do  not  know  about  that. 

Mr.  Palmer.  They  have  had  no  bounties  since  the  Brussels  con- 
vention.      « 

Mr.  Garrett.  They  have  had  no  bounties  since  the  Brussels  con- 
vention ? 

Mr.  Palmer.  No. 

Mr.  Garrett.  What  is  it  they  have  there  that  renders  the  price  of 
sugar  higher  to  the  consumer  in  Germany  than  it  is  here  ? 

The  Chairman.  The  tariff  and  the  local  tax 

Mr.  Garrett.  The  local  tax.     That  is  what  I  want  to  get  at. 

Mr.  Morey.  Different  cities  have  different  prices. 

Mr.  Garrett.  Germany  is,  in  fact,  often  said  to  be  the  highest  pro- 
tected country  in  the  world.  I  confess  I  have  not  studied  the  German 
-tariffs  enough  to  know.  I  do  not  mean  on  sugar,  but  on  everything. 
I  do  not  know  how  that  is. 

Mr.  Morey.  I  do  not. 

Mr.  Garrett.  Passing  that  for  a  moment,  I  believe  you  stated  to 
Mr.  Hardwick  a  few  moments  ago  that  your  salary  was  $20,000  at 
the  time  of  the  consolidation  ? 

Mr.  Morey.  Yes,  sir. 

Mr.  Garrett.  What  other  salaried  officers  have  you  there,  and 
what  are  their  salaries,  please  ? 

Mr.  Morey.  You  mean  at  the  pesent  time  ? 

Mr.  Garrett.  Yes,  sir. 

Mr.  Morey.  Well,  our  principal  officers  are  these:  Next  to  myself 
would  come  the  general  manager.     I  have  always  been  the  general 
manager  up  to  this  present  year,  but  I  declined  to  serve  any  longer, 
and  a  new  general  manager  was  elected — one  of  our  emplovees. 
He  gets  $15,000. 

Mr.  Garrett.  Is  your  salary  still  $20,000  ? 

Mr.  Morey.  No,  sir;  it  is  $25,000.  It  has  been  ever  since  I 
became  president.     The  second  vice  prsident  gets  a  salary  of  $10,000, 
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the  treasurer  gets  a  salary  of  13,000,  and  the  secretary  and  assistant 
treasurer  gets  a  salary  of  $7,500.     Those  are  the  principal  salaries. 

Mr.  Garrett.  Have  you  a  general  counsel  ? 

Mr.  MoRET.  Yes.     The  general  counsel's  salary  is  $10,000. 

Mr.  Garrett.  Now,  Mr.  Morey,  is  there  any  employee  of  the  beet 
sugar  people,  employed  generally  by  all  the  various  factories  or  by  a 
number  of  the  various  factories,  for  any  purpose  ? 

Mr.  Morey.  Do  you  mean  our  own  company — whether  we  have 
not  someone  who  goes  around  to  the  diJBferent  factories,  or  with  other 
people  ? 

Mr.  Garrett.  No.  I  mean  is  there  a  representative  of  all  of  the 
sugar  interests  employed  for  various  purposes  ?  To  get  a  concrete 
case  (I  see  Maj.  Gove  is  in  the  room),  you  sent  Maj.  Gove  to  the 
Philippines  a  year  or  two  ago,  did  you  not  ? 

Mr.  Morey.  Several  years  ago. 

Mr.  Garrett.  That  was  done  by  a  number  of  the  Utah  and  Idaho 
companies,  and  your  company  and  the  Cahfornia  people  and  the 
Michigan  people  all  joined  1 

Mr.  Morey.  No;  the  Michigan  people  sent  their  own  man.  I  am 
not  sure.  Did  Utah  join  with  us  in  that  trip  to  the  Philippines  ?  I 
think  we  sent  you  at  our  expense,  if  I  remember  aright. 

Maj.  Gove.  I  think' your  company  did. 

Mr.  Morey.  Our  company  sent  Maj.  Gove  at  our  own  expense.  I 
do  not  think  they  joined  us  at  all. 

Mr.  Garrett.  I  was  under  the  impression  that  Maj.  Gove  in  tes- 
tifying before  the  Insular  Affairs  Committee  stated  that  all  except 
the  Michigan  people  were  interested  in  it. 

Mr.  Morey.  The  Utah  and  Idaho  people  have  joined  us  since  that 
time  in  employing  Maj.  Gove. 

Mr.  Garrett.  Since  that  time  ? 

Mr.  Morey.  Since  that;  but  I  think  that  particular  work 

Mr.  Garrett.  He  is  still  in  your  employ  ? 

Mr.  Morey.  Yes. 

Mr.  Garrett.  Have  you  any  others  employed  as  he  is  ? 

Mr.  Morey.  No. 

Mr.  Garrett.  Any  other  representatives  ? 

Mr.  Morey.  No  ;  no  other  men. 

Mr.  Garrett.  His  business  is  that  of  looking  after  the  interests  of 
the  beet-sugar  industry  ? 

Mr.  Morey.  Yes;  yes. 

Mr.  Garrett.  In  just  what  way  ? 

Mr.  Morey.  Well,  there  are  a  great  many  ways  that  he  can  be  of 
service  to  us — a  great  many.  I  have  to  be  posted  on  what  the  con- 
ditions are  down  here. 

Mr.  Garrett.  He  spends  his  time  here  ? 

Mr.  Morey.  Whenever  Congress  is  in  session,  or  there  is  anything 
that  we  feel  might  come  up,  whether  it  comes  up  or  not,  he  looks 

after  it. 

Mr.  Garrett.  He  is  the  representative  of  the  beet-sugar  mterests 

here  in  Washington  I  • 

Mr.  Morey.  Yes,  sir.  .  ,     .  ,    -       ^.    ^ 

Mr.  Garrett.  And  he  looks  after  any  matters  oi  legislation  that 

affect  the  beet  sugar  industry  in  any  way  that  he  can  ? 
Mr.  Morey.  Yes,  sir. 
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Mr.  Gaerett.  You  say  you  have  no  other  ? 

Mr.  MoREY.  Yes;  there  are  others. 

Mr.  Garrett.  There  are  others  employed  in  the  same  way  ? 

Mr.  MoREY.  Yes,  sir. 

Mr.  Garrett.  Others  employed  here  ? 

Mr.  MoREY.  Well,  sometimes  they  come  here — wherever  we  want 
them. 

Mr.  Garrett.  How  many  men  have  you  ? 

Mr.  MoREY.  There  is  a  man  in  Europe  at  the  present  time  finding 
out  just  certain  things  that  we  want  to  find  out. 

Mr.  Garrett.  Is  he  the  representative  of  just  your  company,  or  is 
he 

Mr.  Morey.  No;  I  think  he  is  looking  into  it  for  several. 

Mr.  Garrett.  Several  companies  ? 

Mr.  Morey.  Yes,  sir;  Mr.  Palmer  is  also 

Mr.  Garrett.  Did  any  others  than  the  Utah  and  Idaho  companies 
go  in  with  you  ?  ■  Have  the  California  people ;  the  Oxnards  ? 

Mr.  Morey.  Some  of  the  California  people  have.  The  Oxnards  are 
not  with  us.     They  are  looking  after  their  own  business. 

Mr.  Garrett.  But  some  of  the  California  people  have  ? 

Mr.  Morey.  Yes. 

Mr.  Garrett.  And  some  of  the  Michigan  people  also  ? 

Mr.  Morey.  Yes,  sir;  one  or  two. 

Mr.  Garrett.  Just  one  or  two  other  questions.  You  referred  to 
the  fact  that  the  California  &  Hawaii  Sugar  Co.  sent  consignments  of 
sugar  to  the  very  towns  in  which  a'ou  have  factories  ? 

Mr.  Morey.  Yes. 

Mr.  Garrett.  Does  the  Western  Sugar  Co.  do  that? 

Mr.  Morey.  It  is  the  same  thing.  They  are  just  as  mean  as  the 
other  fellows. 

Mr.  Garrett.  The  same  thing  ? 

Mr.  Morey.  Exactly. 

Mr.  Garrett.  Well,  do  you  know  what  it  costs  to  produce  and 
bring  to  the  port  of  New  York  sugar  similar  in  character  to  that  wlrich 
you  produce  at  a  cost  of  3.65  to  3.75? 

Mr.  Morey.  No;  I  do  not. 

Mr.  Garrett.  From  Germany  or  elsewhere  ? 

Mr.  Morey.  No,  sir. 

Mr.  Garrett.  You  do  not  know  how  that  is  ? 

Mr.  Morey.  No,  sir. 

Mr.  Garrett.  I  believe  that  is  all. 

The  Chairman.  Does  any  other  gentleman  wish  to  ask  any  ques- 
tions ? 

Mr.  Witness,  we  will  excuse  you  with  our  thanks  for  your  attend- 
ance. 

Mr.  Morey.  Thank  you  very  much. 

The  Chairman.  The  committee  will  adjourn  until  10  o'clock  Mon- 
day morning,  at  which  time  Mr.  Spreckels  will  be  with  us. 

(The  committee  thereupon  adjourned  until  Monday,  June  26,  1911, 
at  10  o'clock  a.  m.) 
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Special  Committee  on  the  Investigation 
OF  THE  American  Sugar  Eefining  Co.  and  Others, 

House  of  Representatives, 

Jime  26,  1911. 
The  committee  met  at  10  o'clock  a.  m.,  Hon.  Thomas  W.  Hard- 
wick  (chairman)  presiding. 

TESTIMONY  OF  MR.  JOHN  D.  SPRECKELS. 

(The  witness  was  duly  sworn  by  the  chairman.) 

Mr.  Douglas  Campbell.  Mr.  Chairman,  will  you  indulge  me  just 
one  moment? 

The  Chairman.  Certainly. 

Mr.  Campbell.  On  behalf  of  the  Western  Sugar  Refining  Co., 
the  California  Sugar  Refinery,  and  the  Spreckels  Sugar  Co.,  who  are 
parties  defendant  in  a  suit  now  pending  in  the  southern  district  of 
New  York,  in  which  the  United  States  Government  is  the  petitioner, 
I  wish  to  enter  a  formal  protest  against  any  testimony  on  the  part 
oi  this  witness  or  any  other  witness  having  reference  to  the  allega- 
tions against  these  defendants  in  the  bill  of  complaint  in  that  suit; 
and  I  should  also  like  to  disavow,  on  behalf  of  those  defendants, 
any  intention  to  produce  here  any  defense  thev  may  have  to  those 
allegations  or  to  try  out  on  the  merits  at  this  time  any  of  the  issues 
of  law  or  of  fact  which  are  now  pending  between  them  and  the 
United  States  in  that  suit. 

The  Chairman.  The  protest  is  entitled  to  receive  consideration  at 
the  hands  of  the  committee,. and  in  an  informal  way  we  have  already 
considered  the  question.  It  is  the  ruling  of  the  chair,  in  accordance 
with  previous  rulings  sustained  by  the  committee,  that  the  people 
of  the  United  States,  acting  through  the  legislative  branch  of  the 
Government,  have  full  right  to  investigate  this  matter,  the  sole 
limitation  on  their  power  being  that  no  witness  shall  be  required — 
as  he  could  not  be  required  under  the  Constitution  of  the  United 
States — to  answer  any  questions  as  to  which  he  can  set  up  a  bona 
fide  claim  that  it  incriminates  him  or  might  tend  to  incriminate  him. 
Of  course,  we  do  not  wish  to  embarrass  any  witness  personally  in 
that  way,  and  whenever  the  claim  is  made  as  to  any  feature  of  the 
testimony  of  this  witness  or  any  other  witness,  and  in  our  opinion 
it  is  made  in  good  faith,  in  such  case  it  will  be  sustained.  But,  so 
far  as  the  general  examination  into  these  transactions  affecting  in- 
terstate commerce  is  concerned,  we  feel  that  the  power  of  Congi-ess 
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is,  to  say  the  least,  not  subordinate  to  that  of  the  courts  and  that 
the  witnesses  owe  certain  duties  to  the  people  of  the  United  States 
which  are  not  less  than  the  duties  they  owe  to  the  courts,  who  are 
enforcing  the  laws  already  made.  As  suggested  by  one  of  my  asso- 
ciates, if  at  any  time,  in  the  opinion  of  the  witness  or  of  his  counsel, 
any  question  asked  by  the  chairman  or  any  member  of  this  com- 
mittee would  have  the  effect  of  incriminating  him,  or  if  he  should 
desire  to  make  such  claim,  we  will  entertain  it  at  any  time  as  to  any 
phase  of  the  inquiry. 

Mr.  Spreckels,  please  give  us  your  full  name  and  address. 

Mr.  Speeckels.  John  D.  Spreckels,  Coronado,  Cal. 

The  Chairman.  Mr.  Spreckels,  are  you  in  the  sugar  business  ? 

Mr.  Speeckels.  I  am. 

The  Chaieman.  'What  connection  have  you  at  present  with  the 
sugar  business  of  the  United  States? 

Mr.  Speeckels.  I  am  president  of  three  different  companies. 

The  Chairman.  Three  different  companies? 

Mr.  Spreckels.  Yes;  three  different  sugar  companies. 

The  Chairman.  What  three  companies  are  they? 

Mr.  Speeckels.  The  Western  Sugar  Refining  Co.,  the  Spreckels 
Sugar  Co.,  and  the  California  Sugar  Refinery  Co. 

The  Chaieman.  Are  they  all  California  corporations? 

Mr.  Speeckels.  They  are  all  California  corporations;  yes,  sir. 

The  Chaieman.  Where  is  the  principal  office  of  the  Western 
Sugar  Refining  Co.  ? 

Mr.  Speeckels.  In  San  Francisco. 

The  Chaieman.  You  say  you  are  president  of  that  company? 

Mr.  Speeckels.'  Yes,  sir. 

The  Chairman.  When  was  the  Western  incorporated  ? 

Mr.  Speeckels.  Mr.  Chairman,  I  would  simplj?  have  to  guess  at 
that.  My  notice  before  coming  East  was  rather  brief  and  I  had  to 
leave  hurriedly  and  I  did  not  get  an  opportunity  to  look  up  such 
matters. 

The  Chaieman.  Was  it  not  incorporated  on  March  28,  1891? 

Mr.  Speeckels.  1891  or  1892,  I  think. 

The  Chaieman.  Previous  to  the  incorporation  of  the  Western 
Sugar  Refining  Co.,  had  you  any  sugar  interests? 

Mr.  Speeckels.  Yes,  sir ;  in  the  California  Sugar  Refinery. 

The  Chaieman.  The  California  Sugar  Refinery  was  your  com- 
pany then  ? 

Mr.  Speeckels.  Yes. 

The  Chaieman.  What  was  the  capital  stock  at  which  the  Western 
Sugar  Co.  was  incorporated? 

Mr.  Speeckels.  I  think,  about  $1,000,000. 

The  Chairman.  Have  you  any  memorandum  with  you  by  which 
you  can  refresh  your  recollection? 

Mr.  Spreckels.  I  have  none  at  all. 

The  Chairman.  Was  it  not  $2,000,000  ? 

Mr.  Spreckels.  Possibly,  it  may  have  been  that  amount.  I  would 
not  be  sure  as  to  the  amount.  I  would  be  apt  to  confuse  one  cor- 
poration with  another.     I  am  president  of  about  16  corporations. 

The  Chairman.  Are  they  all  sugar  corporations? 

Mr.  Spreckels.  No,  sir. 

The  Chairman.  Has  the  Western  Co.  one  refinery  or  more  than 
one  ? 
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Mr.  Spreckels.  The  Western  has  none  at  all. 

The  Chairman.  It  has  none  at  all  ? 

Mr.  Spkeceels.  No,  sir. 

The  Chairman.  Is  it  a  holding  company  ? 

Mr.  Speecilels.  No  ;  it  is  a  company  that  leases  two  refineries. 

The  Chairman.  It  leases  two  refineries? 

Mr.  Spreckels.  Yes. 

The  Chairman.  From  whom  does  it  lease  the  refineries  ? 

Mr.  Spreckels.  It  leases  one  from  the  California  Co.  and  the 
other  from  the  American  Sugar  Refining  Co. 

The  Chairman.  In  other  words,  it  operates  the  refinery  of  the 
American  Sugar  Eefining  Co.  and  the  old  Havemeyers  &  Elder  San 
Francisco  plant? 

Mr.  Spreckels.  It  was  known  as  the  American  Refinery.  Have- 
meyers &  Elder  are  in  the  East  somewhere;  in  Brooklyn,  I  think. 

The  Chairman.  When  the  Western  was  incorporated,  was  it  a  part 
of  the  plan  that  it  was  to  operate  these  two  refineries  you  have  men- 
tioned ? 

Mr.  Spreckels.  Yes,  sir. 

The  Chairman.  They  had  previously  been  operating  in  competi- 
tion with  each  other? 

Mr.  Spreckels.  Yes,  sir. 

The  Chairman.  And  the  Western  Co.  was  formed  to  eliminate 
that  competition,  was  it  not  ? 

Mr.  Spreckels.  No  ;  it  was  not  alone  for  that  purpose. 

The  Chairman.  That  was  one  of  the  purposes,  was  it  not  ? 

Mr.  Spreckels.  No  ;  it  was  not  for  that  purpose. 

The  Chairman.  Mr.  Spreckels,  there  had  been  very  disastrous  price 
cutting  and  competition  out  on  the  coast  between  yourself  and  the 
trust,  had  there  not  ? 

Mr.  Spreckels.  Yes,  sir. 

The  Chairman.  And  the  Western  was  the  result  of  a  compromise 
between  you  two,  was  it  not  ? 

Mr.  Spreckels.  If  you  will  permit  me 

The  Chairman  (interposing).  Yes;  I  will  permit  you. 

Mr.  Spreckels  (continuing).  I  will  give  an  explanation  of  that 
matter,  and  give  you  the  history  of  it,  if  you  would  like  to  hear  it. 
The  American  Sugar  Eefining  Co.  were  our  competitors  in  Califor- 
nia, and  to  put  ourselves  on  the  same  basis  as  they  were,  the  Amer- 
ican Sugar  Refining  Co.  having  refineries  in  the  East  and  also  in  the 
West,  we  concluded  to  establish,  and  did  establish,  a  refinery  in  Phil- 
adelphia, so  wfe  could  compete  with  them  on  even  terms. 

The  Chairman.  You  did  that  in  1891  ? 

Mr.  Spreckels  (continuing).  And  then,  of  course,  the  competition 
occurred  in  New  York  as  well  as  in  San  Francisco,  and,  of  course,  it 
was  ruinous  competition,  and  eventually  meant  the  destruction  of 
one  or  probably  both  concerns. 

The  Chairman.  How  long  had  that  competition  been  going  on  to 
that  extenf^-to  a  ruinous  extent? 

Mr.  Spreckels.  I  suppose  it  had  been  going  on  for  a  year.  1  will 
not  be  certain  as  to  the  time.  .       ,    ^   j 

The  Chairman.  I  mean  substantially.  I  am  only  trying  to  find 
out  the  substantial  facts.  The  competition  of  this  character— ruin- 
ous, you  say,  and  liable  to  involve  you  both  in  ruin— had  been  going 
on  for  something  like  a  year? 
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Mr.  Speeckels.  Yes.  _   . 

The  Chaikman.  And  you  had  built  a  refinery  at  Philadelphia,  had 
you  not? 

Mr.  Speeckels.  Yes. 

The  Chairman.  You  called  that  the  Pennsylvania  Co.  ? 

Mr.  Spreckels.  No,  sir ;  the  Spreckels  Sugar  Refining  Co. 

The  Chairman.  Yes.  That  was  in  1890  when  you  built  that  re- 
finery? 

Mr.  Spreckels.  I  think  in  1890  or  1891. 

The  Chairman.  And  after  the  competition  had  been  going  on  for 
a  year,  you  settled  it,  and  formed  the  Western  Sugar  Eefiining  Co.  ? 

Mr.  Spreckels.  Yes. 

The  Chairman.  And  the  Spreckels— that  is,  your  father,  your 
brothers,  and  yourself— took  one-half  of  the  stock  in  that  company, 
did  you  not  ? 

Mr.  Speeckels.  In  the  stock  of  the  Western ;  yes,  sir. 

The  Chairman.  And  Havemeyer  and  his  associates — ^the  American 
Sugar  Refining  people — took  the  other  half,  did  they  not? 

Mr.  Speeckels.  Yes. 

The  Chairman.  And  to  the  Western  Sugar  Refining  Co.  thus  in- 
corporated you  leased  your  plant  and  the  Havemeyer  plant,  which 
had  previously  been  competing  in  San  Francisco  ? 

Mr.  Speeckels.  Yes.  The  object  was  to  reduce  the  cost  of  operat- 
ing the  refineries.  Either  refinery  was  more  than  able  tx)  supply 
all  the  requirements  of  the  11  States  west  of  the  JS^ssouri  River;  and 
if  one  could  do  that,  it  would  certainly  operate  much  cheaper  than 
the  two. 

The  Chaieman.  And  you  would  get  rid  of  this  competition  by 
doing  that,  as  you  have  just  said? 

Mr.  Speeckels.  Of  course,  naturally,  that  followed.  We  got  rid 
of  that  competition. 

The  Chaieman.  The  disastrous  war  between  you  was  the  reason 
you  thought  of  this  thing? 

Mr.  Speeckels.  We  had  other  competition  aside  from  that. 

The  Chaieman.  I  understand  that. 

Mr.  Speeckels.  And  we  have  it  to-day. 

The  Chaieman.  I  thought  I  understood  you  to  say  that  because 
one  or  the  other  would  go  down  was  the  reason  you  formed  this 
company  ? 

Mr.  Spreckels.  Certainly  it  was. 

The  Chaieman.  When  did  you  build  the  Philadelphia  plant  ? 

Mr.  Speeckels.  I  think  in  1890  or  1891.     I  am  not  positive. 

The  Chairman.  That  was  before  the  compromise? 

Mr.  Spreckels.  Yes. 

TheCHAiEMAN.  Did  you  ever  operate  it  before  the  compromise? 

Mr.  Speeckels.  Oh,  yes. 

The  Chairman.  How  long  was  it  operated  before  this  coinpfo- 
mise? 

Mr.  Speeckels.  I  suppose  it  was  operated  for  a  period  of  about 
a  year.  It  may  have  been  two  years.  I  was  not  in  Philadelphia  at 
that  time.    I  was  in  California  during  all  this  time- — - 

The  Chaieman.  I  understand  that. 

Mr.  Speeckels  (continuing) .  And  I  had  nothing  tb  do  with  the 
refinery  in  Philadelphia.  That  refinery  belonged  entirely  to  my 
father,  and  was  his  enterprise. 
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The  Chairman.  Did  you  have  any  interest  in  it? 
Mr.  Spreckels.  None  at  all. 

The  Chairman.  You  knew,  in  a  general  way,  about  it,  though,  of 
course  ? 

Mr.  Spreckels.  I  knew  in  a  general  way  about  it  from  hearsay; 

yes.  .■....-.  '    „  . 

The  Chairman.  You  were  associated  with  him  in  the  sugar  busi- 
ness at  that  time? 

Mr.  Spreckels.  Yes ;  but  my  efforts  wer-e  all  confined  to  the  iiiter- 
ests  in  California. 

The  Chairman.  I  understand  that;  but  in  a  general  way  you 
knew  about  your  father's  sugar  business  ? 

Mr.  Spreckels.  Yes.  ^ 

The  Chairman.  Now,  Mr.  Spreckels,  was  that  a  considerable 
plant  at  Philadelphia  ? 

Mr.  Spreckels.  Yes ;  it  was  one  of  the  largest  plants  in  the  East. 

The  Chairman.  Can  you  give  me  some  idea  as  to  what  it  cdst? 

Mr.  Spreckels.  Well,  without  knowing  exactly,  I  think  the  plant 
probably  cost  between  four  and  five  million  dollars. 

The  Chairman.  Is  there  anyone  alive  to-day  who  has  more  dei^- 
nite  knowledge  on  that  point  than  yourself?  Your  father  is  dead, 
is  he  not? 

Mr.  Spreckels.  Yes. 

The  Chairman.  Your  father  aiid  Havemeyer  are  both  aead?  ^ 

Mr.  Spreckels.  I  think  the  negotiations  were  carried  on  with  Mr. 
Searles. 

The  Chairman.  Is  Mr.  Searles  alive  or  dead  ? 

Mr.  Spreckels.  He  is  dead.  , 

The  Chairman.  Do  you  know  what  the  capacity  of  this  Phila- 
delphia plant  was  ? 

Mr.  Speeckels.  I  think  it  was  rated  as  an  8,000-barrel  house. 

The  Chairman.  That  means  a  capacity  of  2,600,000  pounds  a  day, 
does  it  not?  <        . 

Mr.  Spreckels.  About  2,000,000  pounds.  I  thmk  possibly  it  was 
over  2,000,000  pounds. 

The  Chairman.  Have  you  any  idea  what  it  would  cdst  to  erect  a 
plant  with  a  capacity  of  1,000,000  pounds  a  day? 

Mr.  Spreckels.  Well,  I  would  estimate  it  between  three  and  four 

million  dollars? 

The  Chairman.  For  a  2,000,000-pound  plant? 

Mr.  Spreckels.  That  would  cost  more.  You  asked  me  about  a 
1,000,000-pound  plant.  ^,         .,        . 

The  Chairman.  You  estimate  that  a  1,000,000-pound  refinery 
would  cost  between  three  and  four  million  dollars  ? 

Mr.  Spreckels.  Yes.  ,  i    ,     i       iu 

The  Chairman.  Now,  as  a  part  of  the  settlement  between  the 
Havemeyer  interests  or  the  American  Sugar  Refining  Co.  and  your 
father  there  was  also  a  settlement  of  this  Philadelphia  matter,  was 

Mr  ^EECKELS.  That  was  the  first  one,  I  think,  which  was  settled. 
I  think  they  were  both  settled  at  about  the  sam'e  time.  They  were 
settled  bv  my  father.  The  competition  had  been  going  on,  as  I  say, 
for  a  year,  and  then  they  both  ^ot  Some  sense  into  theln  and  said: 
"There  is  no  use  having  this  ruinous  competition,"  and  they  then 
became  partners. 
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The  Chairman.  Do  you  know  what  they  put  this  Philadelphia 
plant  in  the  settlement  for? 

Mr.  Speeckels.  No  ;  that  I  do  not  know. 

The  Chairman.  Do  you  know  how  much  promotion  stock  was 
issued  when  the  recapitalization  took  place  at  the  Philadelphia  end 
of  it? 

Mr.  Spreckels.  I  do  not  know  of  any  being  issued.  I  had  abso- 
lutely nothing  to  do  with  that  transaction  at  all. 

The  Chairman.  Mr.  Spreckels,  do  you  know  anyone  who  can 
give  us  that  information  or  who  has  knowledge  of  those  details? 

Mr.  Spreckels  I  do  not.  I  could  not  think  of  anybody  at  the 
present  time. 

The  Chairman.  Has  your  brother,  Mr.  Adolph  Spreckels,  any 
knowledge  of  those  details? 

Mr.  Spreckels.  He  has  knowledge  obtained  in  the  same  way  that 
I  have. 

The  Chairman.  You  would  not  think  his  knowledge  would  be 
any  more  nearly  accurate  than  your  own  ? 

Mr.  Spreckels.  I  think  his  knowledge  of  those  things,  or  probably 
his  memory,  would  not  be  so  good  as  mine.  He  has  suffered  two 
strokes  of  apoplexy  and  he  is  quite  a  sick  man,  and  has  not  been 
able  to  attend  to  business  for  a  long  time.  He  takes  no  active  in- 
terest in  the  business. 

The  Chairman.  Have  you  another  brother  besides  Mr.  Adolph 
Spreckels  ? 

Mr.  Spreckels.  I  have  two  other  brothers. 

The  Chairman.  I  mean,  in  the  sugar  business. 

Mr.  Spreckels.  Yes;  they  are  not  connected  with  the  sugar  busi- 
ness ;  Mr.  C.  A.  Spreckels  and  Mr.  Eudolph  Spreckels. 

The  Chairman.  They  are  at  Yonkers,  are  they  not  ? 

Mr.  Spreckels.  Yes. 

The  Chairman.  You  do  not  know  what  their  knowledge  is  of  these 
details  I  have  been  asking  you  about  ? 

Mr.  Spreckels.  No;  I  do  not  think  they  are  possessed  of  any 
knowledge. 

The  Chairman.  Are  they  younger  than  yourself? 

Mr.  Spreckels.  Yes. 

The  Chairman.  Are  you  the  oldest  one  of  the  brothers  ? 

Mr.  Spreckels.  Yes. 

The  Chairman.  Mr.  Spreckels,  when  did  your  father  die  ? 

Mr.  Spreckels.  He  died  in  1907. 

The  Chairman.  Do  you  remember  what  part  of  the  year  ? 

Mr.  Spreckels.  He  died  on  the  26th  day  of  December,  1907. 

The  Chairman.  "V\Tiat  were  the  assets  of  the  Western  Sugar  Ee- 
fining  Sugar  Co.  that  you  all  incorporated  in  conjunction  with  the 
Havemeyers  and  the  American  Sugar  Eefining  Co.  in  1892  ? 

Mr.  Spreckels.  They  had  no  assets  other  than  the  capital  which 
was  put  in. 

The  Chairman.  What  capital  was  put  in  ? 

Mr.  Spreckels.  An  equal  amount  was  put  in  by  both  parties,  my 
father  one  half  and  the  American  Sugar  Eefining  Co.  the  other 
half. 

The  Chairman.  That  was  for  working  capital  to  operate  these  two 
refineries  ? 
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Mr.  Speeckels.  Yes. 

The  Chairman.  Do  you  happen  to  recall  what  that  amount  was? 

Mr.  Speeckels.  I  say  that  the  incorporation  was  either  for 
$1,000,000  or  $2,000,000.    _ 

The  Chairman.  But  that  does  not  represent  at  all  the  amount  put 
in? 

Mr.  SpRECifELs.  That  was  the  amount  of  cash  put  in. 

The  Chairman.  You  mean  that  the  capital  stock  of  the  Western 
Sugar  Eefining  Co.  was  paid  in  cash — all  of  it  ? 

Mr.  Spreckels.  Yes,  sir. 

The  Chairman.  Are  you  sure  about  that  ? 

Mr.  Speeckels.  That  is  my  impression;  yes.  Somebody  had  to 
put  it  in  because  the  company  could  not  operate  without  capital. 

The  Chairman.  Did  it  require  that  much  capital — $2,000,000? 

Mr.  Spreckels.  It  took  more  than  that. 

The  Chairman.  It  took  more  than  that? 

Mr.  Speeckels.  Yes;  at  first. 

The  Chairman.  Are  there  any  other  cane-sugar  refineries  except 
these  two? 

Mr.  Speeckels.  Yes;  there  is  another  one,  the  California -Ha- 
waiian. 

The  Chairman.  Where  is  that  located — in  San  Francisco  ? 

Mr.  Spreckels.  It  is  located  about  28  miles  from  San  Francisco, 
on  the  straits,  near  Vallejo. 

The  Chairman.  Who  are  the  owners  of  that  ? 

Mr.  Speeckels.  It  is  owned  by  the  planters  of  the  Hawaiian 
Islands. 

The  Chaieman.  By  the  planters? 

Mr.  Spreckels.  Yes.    It  is  known  as  the  Factor  Co. 

The  Chairman.  Have  you  any  stock  in  that  company  ? 

Mr.  Speeckels.  No,  sir. 

The  Chairman.  Have  you  any  interests  in  Hawaii? 

Mr.  Speeckels.  We  have  some  interests  in  some  plantations  there; 
yes,  sir. 

The  Chairman.  Then  you  are  one  of  the  Hawaiian  planters  your- 
self, are  you? 

Mr.  Spreckels.  Yes ;  but  I  am  not  a  member  of  the  Factor  Co. 

The  Chairman.  You  are  not  a  member  of  this  concern  which  runs 
the  California-Hawaiian  Sugar  Co.? 

Mr.  Spreckels.  No. 

The  Chairman.  How  does  its  refining  capacity  compare  with  the 
two  plants  of  your  company? 

Mr.  Spreckels.  Well,  it  equals  the  California  refinery. 

The  Chairman.  It  equals  the  one  that  the  Spreckels -put  in  the 
combination  ? 

Mr.  Spreckels.  Yes. 

The  Chairman.  What  is  that  capacity— about  how  much? 

Mr.  Spreckels.  The  capacity  of  that  is  about,  running  full,  800 
tons  a  day.     That  is  the  capacity  of  the  old  Spreckels  refinery. 

The  Chairman.  And  you  say  that  the  California-Hawaiian  refin- 
ery is  of  about  equal  capacity  ? 

Mr.  Spreckels.  Yes. 

The  Cjiairman.  What  is  the  capacity  of  the  plant  that  the  Ameri- 
can Sugar  Refining  Co.  put  in? 
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Mr.  Speeckels.  That  is  a  trifle  smaller,  but  not  to  any  appreciable 
extent. 

The  Chairman.  It  is  substantially  the  same  size  ? 

Mr.  Speeckels.  Yes;  it  was.  It  has  been  destroyed.  It  was  de- 
stroyed during  the  late  catastrophe  in  San  Francisco. 

The  Chairman.  During  the  earthquake? 

Mr.  Spreck-els.  Yes. 

The  Chairman.  The  earthquake  injured  the  property? 

Mr.  Speeckels.  It  destroyed  it. 

The  Chairman.  You  rebuilt  it,  did  you  not? 

Mr.  Speeckels.  No. 

The  Chairman.  It  is  not  operated  at  all  now  ? 

Mr.  Spreckels.  It  is  not  operated  now.     It  has  not  been  rebuilt. 

The  CiM^iEMAN.  Has  your  other  plant  been  enlarged  since  ? 

Mr.  Speeckels.  No. 

The  Chairman.  In  other  words,  the  old  American  Sugar  Refining 
Co.  refinery  on  the  Pacific  coast  is  not  operated  at  all  now?  Am  I 
to  understand  that? 

Mr.  Spreckels.  It  is  not  operated,  and  it  was  not  operated  at  all 
any  time  after  the  formation  of  the  Western  Sugar  Refinery  Co. 

The  Chairman.  One  refinery  was  enough? 

Mr.  Spreckels.  One  was  more  than  enough. 

The  Chairman.  That  is  very  interesting.  The  Western  was 
formed  to  operate  these  two  refineries  ? 

Mr.  Spreckels.  Yes,  sir. 

The  Chairman.  After  it  Was  formed  and  organized  a:nd  incor- 
porated, it  did  not  operate  but  one  of  them  ? 

Mr.  Spreckels.  Yes,  sir. 

The  Chairman.  And  that  was  the  old  Spreckels  plant? 

Mr.  Speeckels.  Yes;  the  California  refinery. 

The  Chairman.  And  it  never  did  operate  the  other  one  at  all? 

Mr.  Speeckels.  No  ;  it  was  held  as  a  reserve,  so  that  in  the  event 
of  a  fire  or  in  the  event  that  one  or  the  other  should  be  destroyed, 
we  would  have  some  way  in  which  to  melt  and  dispose  of  the  sugar 
that  we  had  contracted  for  for  a  period  of  three  years,  because  it 
meant  a  great  deal  to  us  if  our  refinery  was  destroyed  and  we  had 
no  other  place  to  melt  up  the  sugar. 

The  Chaieman.  When  this  combination  was  formed  in  1891  be- 
tween your  father  and  your  brothers  and  yourself,  on  the  one  hand, 
and  the  Havemeyers  and  the  American  Sugar  Refining  people  on  the 
other 

Mr.  Campbell  (interposing).  Mr.  Chairman,  I  do  not  think  the 
witness  has  testified  that  that  combitiation  was  formed  on  the  part 
of  his  father  and  himself  and  his  brothers. 

The  Chairman.  I  thought  so.  Correct  me  if  I  am  wrong  about  it. 
Who  did  you  say  formed  this  combination,  Mr.  Spreckels? 

Mr.  Speeckels.  My  father  and  Mr.  Searles. 

The  Chairman.  Who  was  your  father  acting  for? 

Mr.  Speeckels.  He  was  acting  for  himself. 

The  Chairman.  Were  you  interested  in  the  business? 

Mr.  Spreckels.  I  had  nominal  shares  to  qualify  me  at  that  time. 

The  Chairman.  Who  was  on  the  board  of  directors?  Were  you 
on  the  board  of  directors  then  ? 

Mr.  Spreckels.  Yes. 
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TJ^^  Chairman.  Then  you  had  some  stock  in  the  company  ? 

Mr.  bPRECKELS.  There  were  three  directors  in  the  California  Co  — 
my  father,  my  brother  A.  B.,  and  myself. 

The  Chairman.  You  had  some  stock,  did  you  not? 

Mr.  Spreckels.  I  had  qualifying-  stock,  yes. 

The  Chairman.  You  had  enough  stock  to  qualify  you  to  be  on  the 
board  of  directors  ? 

Mr.  Spreckels.  Yes ;  I  had  50  shares  out  of  3,000  shares. 

The  Chairman.  $60,000  worth  of  shares? 

Mr.  Spreckels.  No ;  50  shares  out  of  3,000.  It  did  not  amount  to 
that  much. 

The  Chairman.  What  were  those  shares  worth? 

Mr.  Spreckels.  Well,  it  was  a  close  corporation,  and  they  had  no 
market  value. 

The  Chairman.  Your  brother  had  a  like  amount? 

Mr.  Spreckels.  Yes;  and  my  two  other  brothers,  Eudolph  and 
C.  A.,  also  had  50  shares  apiece. 

The  Chairman.  They  had  50  shares  also  ? 

Mr.  Spreckels.  Yes. 

The  Chairman.  So  that  the  concern  did  belong  to  your  father, 
your  brothers,  and  yourself? 

Mr.  Spreckels.  Yes,  sir. 

The  Chairman.  And  when  your  father  conducted  the  iiegotiations 
for  the  combination,  he  conducted  them  for  himself  and  his  sons  in- 
terested in  the  business? 

Mr.  Spreckels.  Yes;  it  was  a  stock  company  at  the  time. 

The  Chairman.  What  was  the  par  value  of  those  shares?  You 
have  testified  that  there  were  3,000  shares. 

Mr.  Spreckels.  It  was  an  old  corporation,  which  was  incorpo- 
rated in  the  sixties,  and  under  the  old  laws  of  California  the  law 
did  not  require  more  than  three  directors.  It  was  incorporated  at 
that  time  for  $300,000,  and  that  capital  has  stood  ever  since.  It  has 
never  been  increased. 

The  Chairman.  There  were  3,000  shares,  at  $100  a  share? 

Mr.  Spreckels.  Yes. 

The  Chairman.  Who  was  Mr.  Searles  representing  in  his  nego- 
tiations? 

Mr.  Spreckels.  Without  knowing  it,  I  think  he  was  representing 
the  American  Sugar  Refining  Co.    " 

The  Chairman.  What  were  commonly  known  as  the  Havemeyer 
interests  ? 

Mr.  Spreckels.  Well,  I  knew  them  as  the  American  Sugar  Re- 
fining Co. 

The  Chairman.  You  understood  it  was  the  American  Sugar  Re- 
fining people? 

Mr.  Spreckels.  I  did  not  know  them  as  Havemeyers  &  Elder  at  all. 

The  Chairman.  Did  you  yourself  have  any  correspondence  or 
talk  with  Mr.  Searles  ? 

Mr.  Spreckels.  No;  I  was  not  there.  The  negotiations  were  con- 
cluded, I  think,  at  Philadelphia,  and  I  was  in  California.  I  was  not 
there  except  at  the  time  of  the  starting  of  the  refinery  in  Phila- 
delphia. I  spent  six  weeks  in  Philadelphia  at  that  time,  at  the  re- 
quest of  my  father,  because  I  had  been  the  technical  member  of  the 
family,  and  my  father  wanted  me  to  come  on  and  get  the  refinery 
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started.  After  that  time,  I  returned  to  San  Francisco  to  look  after 
the  factories  there. 

The  Chairman.  You  went  over  then  to  Philadelphia  to  consult 
with  him  about  the  matter  before  it  was  closed  ? 

Mr.  Spreckels.  No.  I  went  there  for  the  purpose  of  starting  the 
refinery,  and  then  I  remained  there  six  weeks  and  got  the  refinery 
well  under  way,  and  then  returned  to  San  Francisco.  It  was  a  year 
or  perhaps  two  years  subsequent  to  that  time  when  the  negotiations 
were  had  and  concluded  between  my  father  and  Mr.  Searles  about  the 
sale  of  that  refinery. 

The  Chairman.  Can  you  fix  definitely  the  year  that  the  negotia- 
tions were  concluded? 

Mr.  Spreckels.  No  ;  I  could  not  fix  it  definitely.  I  think  it  was  in 
1892  or  possibly  1893. 

The  Chairman.  It  was  either  1892  or  1893,  you  think? 

Mr.  Spreckels.  I  think  it  was  somewhere  along  there.  Of  course, 
I  could  give  you  the  exact  date  later  if  you  desire. 

The  Chairman.  I  wish  you  would. 

Mr.  Spreckels.  I  have  nothing  at  hand  from  which  I  could  ascer- 
tain the  date.    I  would  have  to  return  to  San  Francisco  to  get  it. 

The  Chairman.  Then  you  can  furnish  that  later? 

Mr.  Spreckels.  Yes;  I  can  furnish  anything  that  the  committee 
would  like  to  have.  If  you  will  give  me  a  memorandum  of  what  you 
desire,  I  would  be  glad  to  furnish  it. 

The  Chairman.  If  you  will  make  a  memorandum  of  the  matters 
you  can  furnish  more  definitely,  I  would  be  glad  to  have  you  send 
such  information  to  the  committee  in  the  form  of  a  letter. 

Mr.  Spreckels.  Yes;  if  you  will  kindly  make  out  a  list  of  the  in- 
formation you  desire  which  I  can  not  give  you  by  word  of  mouth,  I 
will  be  glad  to  furnish  it  to  the  committee  later. 

The  Chairman.  We  will  not  call  you  back  again,  but  we  will  allow 
you  to  supplement  it  by  letter.  Mr.  Spreckels,  did  you  ever  have 
any  trouble  with  the  Government  authorities  about  this  consolida- 
tion? 

Mr.  Spreckels.  Never. 

The  Chairman.  Was  anybody  ever  indicted  in  reference  to  it  ? 

Mr.  Spreckels.  No,  sir. 

The  Chairman.  Was  any  civil  suit  ever  filed  by  the  Government, 
or  anything  of  that  sort? 

Mr.  Spreckels.  In  reference  to  this  consolidation? 

The  Chairman.  Yes. 

Mr.  Spreckels.  No  ;  not  to  my  knowledge.    I  never  heard  of  it. 

The  Chairman.  The  Western  Sugar  Refining  Co.  is  still  owned 
one  half  by  your  family's  interests  and  the  other  half  by  the  Amer- 
ican Sugar  Refining  Co.  ? 

Mr.  Spreckels.  Yes,  sir. 

The  Chairman.  And  it  is  operated  for  the  joint  interests  of  the 
two  refining  interests? 

Mr.  SpREcfcELS.  Yes. 

The  Chairman.  Its  capacity  now  is  about  800  tons  ? 

Mr.  Spreckels.  About  800  tons  a  day ;  but  we  have  not  been  work- 
ing the  limit  of  its  capacity  for  some  time.  It  has  not  been  required. 
We  have  the  California-Hawaiian  Co.,  which  is  a  competitor  of  ours, 
and  of  course  they  supply  a  good  deal  of  sugar. 
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The  Chairman.  Will  you  give  me  the  names  of  the  officers  of  the 
California-Hawaiian  Sugar  Co.? 

Mr.  Spreckels.  I  could  not  do  that,  except  I  could  give  you  the 
name  of  its  president,  Mr.  E.  P.  Eithet. 

The  Chairman.  Where  does  he  live,  Mr.  Spreckels? 
_Mr.  Spreckels.  He  lives  in  San  Francisco  at  times,  and  I  think 
his  home  is  in  Vancouver,  and  he  goes  up  there  frequently. 

The  Chairman.  Do  you  know  his  address  in  San  Francisco? 

Mr.  Spreckels.  They  have  an  office  building  on  California  Street? 

The  Chairman.  The  company  has  an  office  building  on  California 
Street? 

Mr.  Spreckels.  Yes.  I  do  not  know  the  number.  I  have  never 
been  in  their  office. 

The  Chairman.  Do  you  know  who  are  the  principal  owners  of  that 
company  ? 

Mr.  Spreckels.  I  say  it  is  a  factor  company,  composed  of 
Hawaiian  planters. 

The  Chairman.  A  factor  company? 

Mr.  Spreckels.  Yes;  that  is  what  they  call  it  themselves,  a  factor 
company.  They  have  formed  a  combination  amongst  themselves  to 
control  the  sugar. 

The  Chairman.  To  control  the  sugar  which  comes  out  of  Hawaii? 

Mr.  Spreckels.  Yes;  but  there  are  a  good  many  independent  plan- 
tations which  are  not  in  it. 

The  Chairman.  You  mentioned  the  fact  just  now  that  you  had 
some  interests  in  Hawaii. 

Mr.  Spreckels.  Yes,  sir. 

The  Chairman.  What  are  they  ? 

Mr.  Spreckels.  I  have  interests  in  some  of  the  plantations  there. 

The  Chairman.  Can  you  outline  to  us  what  those  interests  are? 
When  I  say  "  you,"  I  include  with  you  your  business  associates,  the 
people  interested  with  you  in  the  sugar  business. 

Mr.  Spreckels.  I  want  to  say  that  when  I  say  "  we,"  it  means  my 
brother  and  myself,  because  we  alone  have  an  interest. 

The  Chairman.  You  mean  that  your  Hawaiian  interests  are  not 
owned  in  any  part  by  the  American  Sugar  Eefining  Co.,  but  belong 
to  the  Spreckels  Bros.;  that  is,  yourself  and  such  of  your  brothers 
as  are  in  the  business  with  you  ? 

Mr.  Spreckels.  No;  only  Mr.  A.  D.  Spreckels  and  myself. 

The  Chairman.  Tell  us  the  extent  of  the  interests  of  yourself  and 
Mr.  A.  D.  Spreckels  in  Hawaiian  sugar  plantations. 

Mr.  Spreckels.  Well,  we  control  none  of  the  plantations  in  which 
we  are  interested,  and  are  mere  stockholders  in  the  Kilanea  Sugar 
Plantation  Co.,  the  Hakalan  Sugar  Plantation  Co.,  the  Waimanalo 
Sugar  Plantation  Co.,  and  in  the  Hilo  Sugar  Plantation  Co. 

The  Chairman.  How  many  is  that? 

Mr.  Spreckels.  Four. 

The  Chairman.  What  is  the  extent  of  your  holdings  and  your 
brother's  holdings  in  those  four  companies  ? 

Mr.  Spreckels.  It  would  be  very  difficult  for  me  to  say. 

The  Chairman.  Can  you  give  it  to  us  in  round  numbers  now,  and 
you  can  supplement  it  later,  if  you  desire.  Will  it  amount  to 
$1,000,000,  would  you  say? 

Mr.  Spreckels.  No ;  I  do  not  think  it  would  amount  to  that. 
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The  Chairman.  Is  that  anywhere  near  it  ? 
Mr.  Spreckels.  No  ;  I  think  that  is  a  little  bit  high. 
The  Chairman.  Well,  give  us  your  estimate. 
Mr.  Spreckels.  I  say  that  it  would  be  difficult  to  do  that. 
The  Chairman.  Well,  just  give  us  an  estimate. 
Mr.  Spreckels.  I  would  prefer  to  supply  that  exactly  and  take  it 
from  the  books  as  to  the  actual  amount. 

The  Chairman.  T  understand  that,  but  I  want  to  know  approxi- 
mately, now,  what  it  amounts  to. 

Mr.  Spreckels.  I  would  say  in  the  neighborhood  of  $1,000,000.- 

The  Chairman.  You  will  supply  later  definite  information  on  that 
point  ? 

Mr.  Spreckels.  Yes.  Since  I  have  come  to  think  about  it,  it  is 
considerably  less  than  $1,000,000.     I  am  satisfied  of  that. 

The  Chairman.  Are  those  four  plantations  considerable  planta- 
tions ? 

Mr.  Spreckels.  No,  sir ;  they  are  not  as  large  as  some  of  the  exist- 
ing plantations  there. 

The  Chairman.  They  are  above  the  average  in  size,  are  they  not  ? 

Mr.  Spreckels.  No  ;  I  can  hardly  say  that.  They  are  some  of  the 
smallest  plantations  there.  The  Kilanea  produces  about  a  maximum 
of  5,000  tons,  the  Hakalan  about  11,000  tons,  the  Waimanalo  prob- 
ably 5,000  or  C,000  tons,  and  the  Hilo  will  produce  about  10,000  tons. 

The  Chairman.  Raw  sugar? 

Mr.  Spreckels.  Yes;  raw  sugar. 

The  Ciiair:man.  Does  the  output  of  those  four  plantations  which 
you  have  named  come  generally  to  the  Western  Sugar  Refining  Co.  ? 

Mr.  Spreckels.  Yes,  sir. 

The  Chairman.  In  other  words,  you  buy  practically  their  entire 
output  ? 

Mr.  Spreckels.  Yes;  we  buy  their  entire  output.  We  contract 
usually  for  a  period  of  three  years  at  a  time  with  these  plantations, 
and  then  also  with  others. 

The  Chairman.  Do  you  get  practically  the  entire  supply  of  raw 
sugar  for  your  San  Francisco  refinery  from  Hawaii  ? 

Mr.  Spreckels.  No.  The  quantity  we  receive  from  there  is  not 
sufficient  to  operate  the  refinery  at  its  fullest  capacity.  We  import 
sugar  from  Manila,  Java,  and  sometimes  from  Peru,  and  from  Mex- 
ico and  Central  America. 

The  Chairman.  Could  you  give  us  the  percentage  of  your  output 
represented  by  the  Hawaiian  raw  sugar?  How  much  of  what  you 
use  does  that  supply  constitute? 

Mr.  Spreckels.  You  mean  the  percentage  of  the  entire  Hawaiian 
crop? 

The  Chairjian.  No;  I  mean  the  ]3ercentage  of  what  you  require 
comes  from  Hawaii.  Say  it  takes  100  per  cent,  of  course,  to  run  your 
refinery;  what  percentage  of  that  comes  from  Hawaii? 

Mr.  Spreckels.  About  60  per  cent. 

The  Chairman.  How  much  from  the  Philippines? 

Mr.  Sprec:kels.  I  would  not  be  able  to  state  exactly,  because  we  get 
it  from  so  many  different  sources. 

The  Chairman.  Could  you  approximate  that? 

Mr.  Spreckels.  The  object  of  the  importation  of  the  foreign  sugars 
is  principally  to  supply  the  canners  with  a  cheaper  sugar.     We  are 
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doing  everything  to  aid  those  large  industries  there,  and  we  import 
the  sugar  so  that  the  canners  can  enjoy  the  drawback  that  the  Gov- 
ernnient  will  pay  upon  their  product  shipped  to  foreign  countries, 
and  it  means  that  they  get  the  sugar  less  the  duty. 

The  Chairman.  They  draw  back  the  full  duty  on  the  raw  sugar? 

Mr.  Spbeckels.  "Within  a  very  small  percentage.  The  Govern- 
ment makes  some  deduction. 

The  Chairman.  They  receive  99  per  cent  of  it,  or  somethinsr  like 
that? 

Mr.  Spreckels.  Well,  it  is  very  close  to  the  entire  amount. 

The  Chairman.  Now,  you  say  that  60  per  cent  of  your  supply  to 
run  this  California  refinery  comes  from  Hawaii  ? 

Mr.  Spreckels.  Yes,  sir. 

The  Chairman.  Can  you  estimate  the  percentage  you  receive  from 
the  Philippines  ? 

Mr.  Spreckels.  The  percentage  is  very  small  indeed. 

The  Chairman.  The  other  40  per  cent  is  scattered  throughout  the 
world,  then? 

Mr.  Spreckels.  Well,  it  is  received  from  Mexico,  Peru,  and  wher- 
ever we  can  obtain  it. 

The  Chairman.  Do  you  import  much  sugar  from  Mexico  and 
Peru? 

Mr.  Spreckels.  We  have  imported  small  quantities.  I  do  not  think 
at  any  time  it  has  exceeded  5,000  tons  that  we  imported  from  Peru. 
I  think  that  is  the  largest  amount. 

The  Chairman.  And  as  much  as  that  from  Mexico? 

Mr.  Spreckels.  No  ;  not  to  exceed  2,500  tons  from  Mexico,  and  we 
have  not  received  any  from  Mexico  for  some  time. 

The  Chairman.  How  about  Java?  Do  you  import  very  heavily 
from  Java? 

Mr.  Spreckels.  No;  we  have  imported  from  Java  at  times.  I 
think  we  imported  some  last  year.    I  think  about  5,000  or  8,000  tons. 

The  Chairman.  Then,  the  fact  remains  that,  except  as  you  have 
stated,  your  principal  sources  of  supply  of  raw  sugar  are  Hawaii  and 
the  Philippines  ? 

Mr.  Spreckels.  Yes. 

The  Chairman.  Hawaii  alone  furnishing  something  like  60  per 
cent? 

Mr.  Spreckels.  We  look  over  the  market,  and  wherever  we  can 
obtain  the  sugar  the  cheapest,  we  buy. 

The  Chairman.  I  mean  that  those  are  usually  the  places  where  you 
can  buy  it  the  cheapest? 

Mr.  Spreckels.  We  can  not  get  it  from  this  combination  known  as 
the  Factpr  Co.    They  will  not  give  us  any  portion  of  their  output. 

The  Chairman.  And  that  is  the  reason  you  had  to  go  into  the  sugar 
plantation  business  to  some  extent  yourself? 

Mr.  Spreckels.  No.  What  brought  us  into  the  sugar  plantation 
business  was  at  the  time  of  the  treaty,  which  was  in  1876.  When  they 
formed  a  treaty  with  this.  Government,  I  think  in  1876,  before  that 
treaty  went  into  effect  my  father  opposed  it  very  bitterly,  because  he 
was  eno-aged  in  operating  a  small  beet  factory  and  he  did  not  think 
he  could  operate  the  beet  factories  successfully  with  free  sugar  com- 
ing in  from  Hawaii,  and  knowing  what  the  advantages  of  that  treaty 
would  be  he  invested  in  plantations  on  the  islands,  and  so  did  I,  so  if 
we  lost  in  one  direction  we  could  make  it  up  somewhere  else. 
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The  Chairman.  Do  you^get  any  considerable  amount  of  Hawaiian 
sugar  except  from  the  plantations  in  which  you  own  an'interest? 

Mr.  Spreckels.  Oh,  yes.  There  are  quite  a  number  of  independent 
planters. 

The  Chairman.  There  are  quite  a  number  of  independent  planters 
who  are  not  in  this  combination? 

Mr.  Spreckels.  Yes,  sir;  quite  a  number. 

The  Chairman.  In  what  State  do  you  sell  your  product? 

Mr.  Spreckels.  We  sell  in  about  11  States;  the  11  States  west  of 
the  Missouri  River. 

The  Chairman.  You  do  not  reach  Missouri  River  territory  with 
your  sugar? 

Mr.  Spreckels.  Yes ;  we  reach  up  to  the  Missouri  River. 

The  Chairman.  Do  you  go  to  St.  Louis  with  it? 

Mr.  Spreckels.  No ;  we  can  not  reach  that  far. 

The  Chairman.  How  far  do  you  reach? 

Mr.  Spreckels.  Well,  Kansas  City. 

The  Chairman.  Well,  a  little  farther  north,  what  city  do  you 
reach  ? 

Mr.  Spreckels.  We  sometimes  go  to  Minneapolis  and  to  St.  Paul. 

The  Chairman.  You  do  not  go  to  Chicago? 

Mr.  Spreckels.  No. 

The  Chairman.  Now,  going  a  little  farther  south,  what  is  the 
fartherest  eastern  town  you  reach? 

Mr.  Spreckels.  I  would  not  be  able  to  say.  I  have  not  concerned 
myself  very  much  with  the  details  of  the  business. 

The  Chairman.  Now,  give  us  the  names  of  the  11  States  you  say 
you  sell  this  product  in. 

Mr.  Spreckels.  Oregon,  Washington,  California,  Nevada,  Utah, 
Arizona,  New  Mexico,  Idaho,  Colorado,  Montana,  and  Nebraska. 

The  Chairman.  Who  are  your  competitors  in  these  11  States? 

Mr.  Spreckels.  In  the  first  place,  we  have  the  California-Hawaiian 
Sugar  Co.,  with  a  refinery  in  San  Francisco.  It  is  the  California- 
Hawaiian  Co.,  but  it  is  situated  at  a  place  called  Crockett,  and  then 
we  have  all  the  beet-sugar  people. 

The  Chairman.  You  have  competition  with  the  beet-sugar  people 
in  their  respective  localities,  so  far  as  they  can  reach? 

Mr.  Spreckels.  Yes;  and  then  besides  that  we  have  competition 
with  the  Honolulu  plantation,  which  is  a  plantation  outside  of  the 
Factor  Co.,  and  which  are  refining  partially  their  raw  sugar  right  at 
the  plantation  itself. 

The  Chairman.  At  the  Hawaiian  plantation? 

Mr.  Spreckels.  Yes ;  and  that  is  shipped  directly  to  San  Francisco, 
and  comes  in  competition  with  us.  ' 

The  Chairman.  To  what  extent  are  they  competitors? 

Mr.  Spreckels.  Well,  of  course,  to  the  extent  of  their  output, 
which  I  think  is  about  20,000  tons. 

The  Chairman.  Their  output  is  about  20,000  tons? 

Mr.  Spreckels.  Yes ;  between  eighteen  and  twenty  thousand  tons, 

The  Chairman.  What  is  your  output? 

Mr.  Spreckels.  The  output  of  our  plantation? 

The  Chairman.  No  ;  I  mean  your  refinery.  Do  they  sell  that  much 
partially  refined  sugar  in  the  market? 
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Mr.  Speeckels.  Yes;  they  sell  that  in  the  market  there,  and  they 
also  ship  it  They  have  to  sometimes  on  account  of  the  conditions 
m  the  market.  They  ship  it  eastward  along  the  Missouri  Eiver, 
but  they  aim  to  dispose  of  all  their  sugar  right  in  San  Francisco,  and 
they  keep  cutting  the  price. 

The  Chairman.  They  do  cut  the  price  ? 

Mr.  Speeckels.  Oh,  yes. 

Mr.  Hinds.  Who  are  these  people  who  cut  the  price  in  San  Fran- 
cisco ? 

Mr.  Speeckels.  The  independent  planters  known  as  the  Honolulu 
plantation. 

Mr.  Hinds.  Of  Hawaii? 

Mr.  Speeckels.  Yes. 

Mr.  Hinds.  You  say  they  have  a  factory  in  San  Francisco? 

Mr.  Speeckels.  No;  they  have  the  machinery  to  partially  refine 
the  sugar  right  at  the  plantation  itself. 

Mr.  Hinds.  Where  is  the  balance  of  the  process  of  refining  done? 

Mr.  Speeckels.  In  San  Francisco,  it  is  done  by  the  California- 
Hawaii  Sugar  Co.  and  the  Western  Co. 

The  Chaieman.  You  say  the  process  of  refining  is  only  partially 
done  in  Hawaii? 

Mr.  Speeckels.  Yes. 

The  Chaieman.  And  they  sell  that  partially  refined  sugar,  or  do 
they  send  any  of  it  to  you? 

Mr.  Speeckels.  No. 

The  Chaieman.  Do  they  send  it  to  the  California-Hawaiian  Co.  ? 

Mr.  Speeckels.  They  sell  it  in  the  open  market. 

The  Chaieman.  They  sell  this  partially  refined  sugar  there? 

Mr.  Speeckels.  Well,  it  is  white  sugar,  and  you  would  not  know 
the  difference. 

The  Chairman.  Is  it  as  high  a  grade  as  the  sugar  you  refine  ? 

Mr.  Speeckels.  Well,  about.    You  could  not  tell  the  differenced 

The  Chairman.  Does  it  go  through  any  process  of  refining  further 
than  what  it  receives  on  the  plantation? 

Mr.  Speeckels.  No. 

The  Chairman.  In  other  words,  they  put  it  on  the  market  just  as 
they  ship  it  out  of  Hawaii? 

Mr.  Speeckels.  Yes.  They  have  a  regular  filter  plant  there,  which 
decolorizes  the  sugar,  takes  out  the  coloring  matter. 

The  Chaieman.  Is  it  inferior  to  the  sugar  you  put  on  the  market  ? 

Mr.  Speeckels.  No  ;  for  all  purposes  it  is  just  as  good. 

The  Chaieman.  It  is  just  as  good  for  table  consumption  ? 

Mr.  Speeckels.  Yes. 

The  Chairman.  What  per  cent  is  it  pure? 

Mr.  Speeckels.  Well,  I  suppose  the  purity  would  be  about  99.8  or 
99.9  per  cent. 

The  Chairman.  And  your  own  would  not  average  better  than 

that? 

Mr.  Spreckels.  No;  about  99.9  per  cent. 

The  Chairman.  Just  a  slight  fraction  better? 

Mr.  Speeckels.  Yes.  You  know  sugar  hsis  great  affinity  for  mois^ 
turej  and  it  will  attract  moisture  in  any  damp  place  or  climate. 
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The  Chairman.  I  understood  you  to  say  that  the  output  of  this 
particular  number  of  Hawaiian  independent  planters  was  about 
20,000  tons;  is  that  right? 

Mr.  Spreckels.  The  combination  of  the  planters? 

The  Chairman.  No  ;  that  their  output  was  about  20,000  tons. 

Mr.  Spreckels.  The  Honolulu  plantation? 

The  Chairman.  Yes. 

Mr.  Spreckels.  Yes;  that  is  right. 

The  Chairman.  How  does  that  compare  with  the  output  of  the 
Western  Sugar  Co.? 

Mr.  Spreckels.  I  suppose  it  is  about  one-fifth. 

The  Chairman.  And  about  one-fifth  of  the  California-Hawaiian 
output? 

Mr.  Spreckels.  Yes.  And,  then,  while  we  have  not  had  it  of 
recent  years,  because  they  could  not  make  it  profitable,  but  some 
of  the  plantations  used  to  put  up,  whenever  the  market*  was  high, 
what  was  known  as  keg  sugar — a  washed  sugar — a  kind  of  yellow 
sugar,  which  had  a  yellow  tinge  to  it. 

Mr.  Campbell.  Mr.  Chairman,  will  you  allow  the  witness  to  state 
the  rest  of  the  competition  in  cane  sugar? 

The  Chairman.  Yes ;  I  would  be  glad  to  have  him  do  so.. 

Mr.  Spreckels.  Then,  we  have  had.  competition  from  China  when 
the  prices  were  high. 

The  Chairman.  When  prices  were  high? 

Mr.  Spreckels.  Yes;  when  the  China  factory — the  one  located,  I 
think,  at  Hongkong — when  they  had  a  surplus,  they  used  to  send 
the  surplus  over  to  San  Francisco,  and  we  had  very  active  competi- 
tion with  them. 

The  Chairman.  How  much  competition  did  you  have  from  China, 
Mr.  Spreckels? 

Mr.  Spreckels.  Well,  I  think  it  lasted  for  a  period  of  a  year. 

The  Chairman.  When  was  that? 

Mr.  Spreckels.  About  two  or  three  years  ago.  I  will  not  be  cer- 
tain as  to  the  time. 

The  Chairman.  Will  you  give  us  an  idea  of  the  volume  and  ex- 
tent of  that  competition?  How  many  tons  did  they  send  over 
here  ? 

Mr.  Spreckels.  It  is  not  a  question  of  the  amount  that  is  sent, 
but  it  is  the  fact  that  it  is  there  on  the  market  and  has  to  be  sold, 
and  they  set  the  price. 

The  Chairman.  How  much  did  they  send  over? 

Mr.  Spreckels.  Not  any  great  quantity. 

The  Chairman.  As  much  as  1,000  tons? 

Mr.  Spreckels.  They  used  to  send  about  1,000  tons  on  a  steamer. 

The  Chairman.  How  many  steamer  loads  did  they  send? 

Mr.  Spreckels.  That  I  do  not  know. 

The  Chairman.  As  far  as  the  amount  imported  is  concerned, 
it  was  entirely  inconsiderable? 

Mr.  Spreckels.  Yes. 

The  Chairman.  But  the  fact  that  it  could  be  imported  kept  down 
your  price ;  is  that  the  idea  ? 

Mr.  Spreckels.  Yes. 

The  Chairman.  Now,  let  us  go  into  this  question  of  price.  You 
sell  your  sugar  in  the  11  States  you  have  mentioned? 
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Mr.  Speeckels.  Yes. 

The  Chairman.  You  do  not  go  any  further  east  than  you  do  on 
account  of  the  freight  rates;  is  that  right? 

Mr.  Speeckels.  Yes;  that  is  right. 

The  Chairman.  You  can  not  compete  with  the  eastern  refineries 
lurther  than  the  extent  you  have  mentioned  on  account  of  the  freight 
rate?  ^ 

Mr.  Speeckels.  Yes. 

The  Chairman.  And  they  can  not  come  any  farther  west  than  you 
can  go  east? 

Mr.  Speeckels.  No;  they  can  not  very  well  do  that.  That  is  a 
kind  of  dividing  line. 

The  Chairman.  Do  you  send  out  to  the  trade  a  price  schedule  of 
sugars? 

Mr.  Speeckels.  Yes ;  we  send  it  to  all  large  customers  and  any- 
body who  wants  one. 

The  Chairman.  Does  that  schedule  fix  the  price  of  sugar  in  those 
11  States? 

Mr.  Sprecicels.  No  ;  it  fixes  our  price. 

The  Chairman.  Well,  the  balance  all  follow  your*  price  ? 

Mr.  Spreokels.  Of  course,  naturally,  if  we  put  the  price  down  they 
can  not  get  a  higher  rate. 

The  Chairman.  And  if  you  put  the  price  up,  they  will  take  as 
much  as  they  can  ? 

Mr.  Sfreckels.  Sure ;  that  is  the  natural  thing  for  them  to  do. 

The  Chairman.  How  often  do  you  send  that  price  list  out  ? 

Mr.  Spreckels.  Whenever  there  is  a  change  in  the  market. 

The  Chairman.  And  the  last  one  stands  until  you  issue  a  new  one? 

Mr.  Spreckels.  Yes. 

The  Chairman.  Can  you  tell  me  practically  about  how  often  you 
do  send  them  out?     Is  there  any  regularity  at  all  about  it? 

Mr.  Speeckels.  Oh,  we  may  send  out  two  in  one  week,  or  wie  may 
send  them  out  every  other  day. 

The  Chairman.  Usually,  how  does  it  run  ? 

Mr.  Speeckels.  Well,  sometimes  there  will  be  changes,  and  two  or 
three  issued  in  a  week. 

The  Chaieman.  Well,  under  normal  conditions  in  the  sugar  busi- 
ness, how  does  it  run? 

Mr.  Spreckels.  For  instance,  we  will  set  a  figure  to-day,  say,  4^ 
cents,  and  our  competitors  who  have  been  overstocked  will  issue  a 
rate  10  points  off,  and  then  we  have  got  to  come  right  down  and  issue 
another  one  the  next  day. 

The  Chairman.  Now,  under  ordinary,  normal  coifiditions,  how  do 
you  issue  these  prices;  how  many  do  you  issue  a  month,  say? 

Mr.  Speeckels.  I  can  not  answer  that  question,  whenever  there  is 
a  fluctuation  in  the  price  or  our  competitors  put  it  down. 

The  Chairman.  But  in  a  general  way,  in  normal  times  in  the 

sugar  business  ?  .  ,    ,  i     n/. 

Mr.  Speeckels.  I  say  m  one  month  it  may  happen  probably  20 
times  and  in  another  month  three  or  four  times. 

The  Chaieman.  You  send  those  things  to  everybody  in  the  sugar 

busiiiGss  ? 
Mr.  Speeckels.  Yes,  sir. 
The  Chairman.  In  the  11  States? 
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Mr.  Spkeckels.  Yes,  sir. 

The  Chairman.  Does  San  Francisco,  Oal.,  and  the  Pacific  coast 
get  the  benefit  of  a  lower  price  than  New  York  on  sugar  ? 

Mr.  Spreckels.  On  the  Hawaiian  sugar;  yes;  but  on  the  foreign 
importations ;  no.    They  can  do  better  than  we  can  on  foreign  sugar. 

The  Chairman.  The  difference  is  on  account  of  the  Cuban  sugar? 

Mr.  Spreckels.  No ;  I  do  not  think  it  makes  any  difference  at  all. 

The  Chairman.  It  does  not? 

Mr.  Spreckels.  No,  sir.  We  found  that  out  when  the  duties  were 
remitted  by  the  Government  to  Hawaii  and  the  Philippines,  that  it 
did  not  cheapen  it. 

The  Chairman.  It  did  not? 

Mr.  Spkeckels.  No. 

The  Chairman.  Why  did  it  not? 

Mr.  Spreckels.  Because  the  planters  simply  said  "The  Govern- 
ment has  given  us  so  much  and  we  will  stick  it  in  our  pockets,"  and 
they  did.  They  simply  added  the  amount  of  duty  to  the  sugar; 
instead  of  paying  the  Government  as  formerly  the  duty,  they  kept  it. 

Mr.  Hinds.  'Who  was  it  that  did  that  ? 

Mr.  Spreckels.  The  planters  in  Hawaii  and  in  the  Philippines, 
and  also  in  Cuba  and  Porto  Rico. 

The  Chairman.  The  Hawaiian  planters  as  soon  as  they  got  their 
sugar  duty  free  got  that  much  more  for  it  than  they  did  before  they 
got  it  in  free  ? 

Mr.  Spreckels.  Yes,  sir. 

The  Chairman.  They  got  it? 

Mr.  Spreckels.  Yes,  sir. 

The  Chairman.  Is  that  same  thing  true  about  the  Philippine 
Islands  ? 

Mr.  Spreckels.  Yes,  sir;  and  Porto  Rico. 

The  Chairman.  It  costs  you  as  much  to  lay  down  sugar  in  San 
Francisco  as  in  New  York? 

Mr.  Spreckels.  Yes,  sir.  In  fact,  all  of  our  contracts  are  based 
upon  the  price  prevailing  in  New  York  on  the  day  of  the  arrival  of 
the  vessel  in  San  Francisco. 

The  Chairman.  Is  that  so? 

Mr.  Spreckels.  Yes,  sir. 

The  Chairman.  Then,  do  you  add  any  freight? 

Mr.  Spreckels.  No ;  it  is  delivered  at  San  Francisco. 

The  Chairman.  You  just  take  the  New  York  price  and  follow  it? 

Mr.  Spreckels.  That  is  it.  We  had  a  contract  covering  a  period 
of  three  years  with  the  Hawaiian  planters,  the  price,  of  course,  fluc- 
tuating all  the  time,  so  in  the  contract  we  stated  that  whatever  was 
the  price  ruling  on  the  day  of  the  arrival  of  the  cargo,  is  the  one  that 
will  prevail. 

The  Chairman.  The  price  prevailing  in  New  York  is  the  price 
you  pay  then  when  the  vessel  arrives  in  San  Francisco  ? 

Mr.  Spreckels.  Yes,  sir. 

The  Chairman.  Let  us  get  to  the  price  of  the  refined  product. 
Is  the  price  in  San  Francisco  the  same  as  in  New  York,  or  is  there 
any  difference  ?  ' 

Mr.  Spreckels.  There  is  a  difference;  yes;  it  is  higher.  It  has 
been  lower  at  times. 
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The  Chairman.  I  know  there  may  be  abnormal  times,  but  what 
are  the  usual  conditions? 

Mr.  Spreokels.  We  have  to  charge  more  for  sugar  than  in  the 
East. 

The  Chairman.  Why? 

Mr.  Spreokels.  Everything  we  get  costs  about  double  what  it 
costs  in  New  York.  Take  the  question  of  labor.  The  minimum 
wage  that  we  pay  is  25  cents  an  hour  and  in  the  East  they  pay  18 
cents. 

The  Chairman.  You  have  to  have  protection  against  the  cheap 
labor  of  the  East ;  is  that  the  idea  ? 

Mr.  Spreokels.  I  do  not  know  it  is  that,  but  we  have  to  pay 
more  for  the  cooperage  stock  which  comes  from  the  East,  and  the 
same  way  with  the  cotton  ba^ng  which  comes  from  the  East. 

The  Chairman.  Is  that  dif^rence  about  what  the  freight  rate  is 
from  San  Francisco  to  New  York  ? 

Mr.  Spreokels.  I  do  not  know ;  I  have  never  gone  into  that  calcu- 
lation. 

The  Chairman.  Do  you  know  what  the  difference  is  from  New 
York  to  San  Francisco  on  refined  sugar? 

Mr.  Spreokels.  No. 

The  Chairman.  Could  you  not  approximate  it? 

Mr.  Spreokels.  In  fact,  we  never  had  any  occasion  to  care  about 
that. 

The  Chairman.  There  is  no  competition? 

Mr.  Spreokels.  Not  from  them.  They  can  not  go  beyond  the 
Missouri  River,  on  account  of  the  freight  rate. 

The  Chairman.  Exactly. 

Mr.  Spreokels.  And  we  can  not  go  east  on  account  of  the  freight 
rate. 

The  Chairman.  Exactly.  What  is  the  usual  and  ordinary  differ- 
ence in  the  market  price  of  refined  sugar  between  San  Francisco 
and  New  York  to  the  consumer  or  to  the  wholesale  merchant? 

Mr.  Spreokels.  That  is  a  pretty  difficult  question  for  me  to  answer, 
because  it  is  covered  so  much  by  the  competition  of  our  competitors. 
Sometimes  the  price  goes  down  and  it  costs  no  greater  than  the  cost 
in  New  York.  When  the  Honolulu  plantations  yield  in  a  very  short 
period  a  crop  of  20,000  tons  and  they  dump  it  on  the  market— — 

The  Chairman  (interposing).  That  cuts  the  price? 

Mr.  Spreokels.  Yes. 

The  Chairman.  And  you  and  the  Cubans  cut  the  price — the 
Hawaiian  Co.,  I  mean  ? 

Mr.  Spreokels.  Yes,  sir;  sometimes  they  cut  and  we  cut  below 
them. 

The  Chairman.  You  usually  stay  together,  do  you  not  ? 

Mr.  Spreokels.  No;  they  follow  us.  If  they  put  the  price  down, 
we  can  not  get  a  higher  price  for  the  sugar  than  they  can. 

The  Chairman.  Do  they  put  the  price  down  ? 

Mr.  Spreokels.  Yes,  sir. 
The  Chairman.  Often? 
Mr.  Spreokels.  Sometimes. 
The  Chairman.  How  often? 
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Mr.  Speeckels.  If  they  have  an  overstock  and  are  glad  to  get  rid 
of  the  sugar  they  will  go  to  the  merchants  and  say,  "  We  will  sell 
you  10  or  20  points  under." 

The  Chairman.  How  often  does  that  happen  during  a  year? 
Mr.  Spkeckels.  It  happens  quite  frequently. 
The  Chairman.  How  many  times  in  a  year? 
Mr.  Speeckels.  Sometimes  we  are  overstocked. 
The  Chairman.  You  put  it  down? 

Mr.  Spreckels.  Yes,  sir ;  and  of  course  they  have  to  follow.  There 
is  nothing  else  for  them  to  do.  Nobody  is  going  to  pay  a  higher 
price  than  what  they  can  get  it  for  from  us.  It  also  depends  on  the 
supply  and  demand. 

The  Chairman.  How  do  you  determine  how  much  more  you  can 
put  the  price  of  refined  sugar  in  San  Francisco  than  in  New  York  ? 
Mr.  Speeckels.  How  can  we  determine  it  ? 

The  Chairman.  Yes;  how  is  that  determined?  You  say  it  is 
usually  higher. 

Mr.  Spreckels.  That  is  governed  by  a  good  many  things.  Of 
course  we  are  making  a  profit  upon  our  sugar ;  that  is  what  we  are  in 
business  for. 

The  Chairman.  Do  you  have  any  conferences  with  the  California- 
Hawaiian  people? 

Mr.  Spreckels.  No,  sir ;  not  concerning  the  business.  I  know  Mr. 
Rithet  verj'  well.  He  is  a  member  of  the  same  club  and  we  meet 
daily. 

The  Chairman.  Do  you  discuss  prices  with  him? 
Mr.  Spreckels.  No,  sir.     As  a  matter  of  fact,  he  is  just  the  nominal 
head  of  it. 

The  Chairman.  Who  is  the  real  head? 

Mr.  Spreckels.  The  real  head  is,  I  think,  a  gentleman  by  the  name 
of  Eolph. 

The  Chairman.  Where  does  he  live? 
Mr.  Spreckels.  In  San  Francisco. 
The  Chairman.  What  is  his  address  ? 

Mr.  Spreckels.  Care  of  the  California-Hawaiian  Sugar  Co.,  San 
Francisco. 

The  Chairman.  Do  you  know  his  initials? 

Mr.  Spreckels.  I  think  his  name  is  James ;  I  would  not  be  positive. 
I  do  not  know  the  gentleman  at  all  except  by  sight. 

The  Chairman.  Do  you  know  what  connection  he  has  with  the 
company  ? 

Mr.  Spreckels.  He  is  the  manager,  I  think. 

The  Chairman.  Is  he  the  principal  owner  of  it? 

Mr.  Spreckels.  No  ;  I  do  not  think  he  owns  any  stock. 

Tl)e  Chairman.  He  is  just  the  manager? 

Mr.  Spreckels.  Yes,  sir ;  and  Mr.  Rithet  is  the  president. 

The  Chairman.  Who  are  the  chief  owners? 

Mr.  Spreckels.  Who  are  in  this  California  Co.  at  Honolulu? 

The  Chairman.  AA^ho  are  the  biggest  owners  ? 

Mr.  Speeckels.  Mr.  Henry  Baldwin. 

The  Chairman.  Where  does  he  live? 

Mr.  Sprecilels.  In  Hawaii. 

The  Chairman.  At  Honolulu? 
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Mr.  Speeckels.  No;  he  lives  on  the  Island  of  Maui.  He  has  a 
residence  also  in  Honolulu. 

The  Chairman.  He  is  about  the  biggest  owner? 

Mr  Spreckels.  Yes,  sir;  the  largest  one.  I  do  not  know  just  how 
they  divide  the  factory,  but  if,  for  instance,  they  have  so  many  tons 
o±  sugar,  it  is  apportioned  to  the  different  plantations  according  to 
the  output.  " 

•  "?T  ^  Chairman.  In  fixing  the  price  at  which  you  sell  refined  sugar 
m  Utah,  for  instance,  what  do  you  consider  the  San  Francisco  price 
plus  the  freight  rate? 

Mr.  Spreckels.  Usually,  that  would  be  the  case. 

The  Chairman.  That  is  the  determining  rule,  no  matter  what  the 
locality  ? 

Mr.  Spreckels.  It  depends  on  whether  or  not  the  Utah  people  are 
harvesting  their  crops  and  have  made  a  cut. 

The  Chairman.  You  have  to  meet  the  local  competition  ? 

Mr.  Spreckels.  Yes;  sir. 

The  Chairman.  And  that  affects  it  somewhat? 

Mr.  Spreckels.  Yes,  sir;  it  does  often  in  the  San  Francisco 
market. 

The  Chairman.  Do  you  not  know  that  the  Utah,  Michigan,  and 
Colorado  sugar  people  all  add  to  the  San  Francisco  price  the  freight 
rate  ? 

Mr.  Spreckels.  Yes,  sir. 

The  Chairman.  Why  can  not  you  do  it  ? 

Mr.  Spreckels.  I  think  we  do. 

The  Chairman.  And  they  do  that  even  when  marketing  their  own 
crop ;  they  will  not  sell  it  at  the  factory  door 

Mr.  Spreckels.  I  do  not  know  what  they  do. 

The  Chairman.  You  know  the  sugar  conditions? 

Mr.  Spreckels.  Yes,  sir. 

The  Chairman.  And  that  even  when  marketing  their  crop  they 
charge  their  people  right  at  home  at  the  factory  door,  the  San  Fran- 
cisco price,  as  somebody  has  testified,  plus  the  freight  rate  ? 

Mr.. Spreckels.  I  suppose  they  base  it  on  that.  They  have  to,  have 
some  basis  to  work  on. 

The  Chairman.  Because  that  is  as  cheap  as  they  can  get  it  from 
their  competitors  ? 

Mr.  Spreckels.  They  might  establish  that  rate  and  then  the  com- 
petitor from  Colorado  or  from  San  Francisco  comes  in  and  says: 
"  I  will  sell  it  down  10  cents  below,"  and  of  course  they  have  to  come 
down. 

The  Chairman.  If  that  happens  ? 

Mr.  Spreckels.  I  think  it  does  happen. 

The  Chairman.  You  believe  it  does  happen  ? 

Mr.  Spreckels.  Yes,  sir. 

The  Chairman.  Where? 

Mr.  Spreckels.  In  San  Francisco,  the  differential  between  beet 
sugar  and  cane  sugar  sometimes  is  20  cents,  and  it  has  gone  as  high 
as  30  cents  differential ;  they  want  to  dump  the  sugar  on  the  market 
and  get  rid  of  it. 

The  Chairman.  Outside  of  that  differential  there  is  no  differ- 
ence ? 


946  AMERICAN   SUGAR  REFINING   CO. 

Mr.  Spreckels.  There  is  the  cutting.  The  Honolulu  sugar  comes 
in  and  they  are  anxious  to  sell  and  do  not  want  to  pay  storage  and 
insurance ;  they  would  rather  get  rid  of  it  on  the  ship's  side  than  pay 
storage,  and  they  will  make  a  cut,  and  there  is  nothing  for  the  other 
men  to  do  but  to  meet  it. 

The  Chairman.  I  understood  you  to  say  a  moment  ago  that  you 
went  to  Philadelphia  to  get  the  refinery  started  ? 

Mr.  Spreckels.  Yes,  sir. 

The  Chairman.  And  that  you  sold  out  when  you  made  this  deal 
with  the  American  Sugar  Refining  Co.  ? 

Mr.  Spreckels.  I  did  not;  my  father  did.    He  was  interested  in  it. 

The  Chairman.  I  understood  you  to  say  that  you  had  50  shares? 

Mr.  Spreckels.  No ;  in  the  California  Co.,  I  said. 

The  Chairman.  That  is  right;  I  stand  corrected. 

Mr.  Spreckels.  I  had  no  interest  whatever  in  the  Pennsylvania 
deal. 

The  Chairman.  Nor  in  the  refinery  ? 

Mr.  Spreckels.  That  was  my  father's  enterprise. 

The  Chairman.  Did  you  have  anything  to  do  with  putting  it  up  ? 

Mr.  Spreckels.  No,  sir. 

The  Chairman.  Do  you  have  any  idea  how  much  it  cost  to  con- 
struct it? 

Mr.  Spreckels.  Between  $4,000,000  and  $6,000,000. 

The  Chairman.  You  do  not  know  what  they  capitalized  it  at  when 
they  put  it  in  the  combination? 

Mr.  Spreckels.  No,  sir.  That  question  can  best  be  answered  by 
somebody  connected  with  the  American  Sugar  Refining  Co. 

The  Chairman.  Yes,  sir.  Have  you  anything  to  do  with  the  beet- 
sugar  industry? 

Mr.  Spreckels.  In  San  Francisco? 

The  Chairman.  Anywhere. 

Mr.  Spreckels.  Not  in  San  Francisco.  I  am  the  president  of  the 
Spreckels  Beet  Sugar  Co. 

The  Chairman.  That  is  in  California  ? 

Mr.  Spreckels.  Yes,  sir. 

The  Chairman.  The  factory  at  Spreckels,  Cal.,  is  that  the  only 
one? 

Mr.  Spreckels.  Spreckels  is  the  name  of  the  place  in  California. 
That  is  the  only  one  in  which  I  am  interested. 

The  Chairman.  What  is  the  capitalization  of  that  concern  ? 

Mr.  Spreckels.  The  capital  stock  is  50,000  shares  at  $100  each,  or 
$5,000,000. 

The  Chairman.  $5,000,000? 

Mr.  Spreckels.  Yes,  sir.  There  have  been  between  $7,000,000  and 
$8,000,000  put  into  the  corporation. 

The  Chairman.  What  is  its  daily  slicing  capacity  ? 

Mr.  Spreckels.  Three  thousand  tons.  Of  course,  that  is  the  limit 
of  its  capacity. 

The  Chairman.  That  is  the  very  limit  of  its  capacity  ? 

Mr.  Spreckels.  Yes,  sir. 

The  Chairman.  Who  owns  its  stock? 

Mr.  Spreckels.  One-half  of  the  stock  is  owned  by  the  American 
Sugar  Refining  Co.  and  the  other  half  between  my  brother,  A.  B. 
Spreckels,  and  myself. 
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The  Chairman.  It  only  operates  one  factory? 

Mr.  Spreckels.  Yes,  sir. 

The  Chairman.  That  is  a  very  large  one  ? 

Mr".  Spreckels.  Yes,  sir. 

The  Chairman.  The  largest  in  California? 

Mr.  Spreckels.  The  largest  in  the  world. 

The  Chairman.  The  largest  beet-sugar  factory  in  the  world  ? 

Mr.  Spreckels.  Yes,  sir. 

The  Chairman.  Has  it  any  considerable  amount  of  property  ex- 
cept the  factory? 

Mr.  Spreckels.  A  good  many  lands. 

The  Chairman.  How  many? 

Mr.  Spreckels.  About  20,000  acres. 

The  Chairman.  Can  you  give  me  an  idea  of  what  the  land  is  rea- 
sonably worth  ?    What  is  it,  irrigated  land  ? 

Mr.  Spreckels.  Some  of  it  is.    We  irrigate  it  by  means  of  water. 

The  Chairman.  You  have  your  own  system? 

Mr.  Spreckels.  No,  sir.  In  the  operation  of  the  beet-sugar  factory 
we  use  about  13,000,000  gallons  of  water  daily — that  is,  for  the  jloat- 
ing  of  the  beets  and  the  washing  of  the  beets  and  making  the  steam, 
washing  off  the  potash,  and  other  things  that  run  into  a  reservoir,  and 
as  fast  it  runs  in  we  dump  it  on  the  land  again;  we  put  back  the 
ingredients  from  the  beets. 

The  Chairman.  That  is  the  only  beet-sugar  factory  you  are  in- 
terested in? 

Mr.  Spreckels.  Yes,  sir. 

The  Chairman.  Who  are  the  directors  in  that  concern  ? 

Mr.  Spreckels.  The  directors  are  myself  and  my  brother  and  my 
son,  John  D.,  jr.;  Mr.  Morrison 

The  Chairman  (interposing).  Who  is  Mr.  Morrison? 

Mr.  Spreckels.  Our  attorney. 

The  Chairman.  Your  attorney? 

Mr.  Spreckels.  Yes,  sir. 

The  Chairman.  That  is  four? 

Mr.  Spreckels.  Mr.  Hannam 

The  Chairman  (interposing).  Who  is  he? 

Mr.  Spreckels.  He  is  the  secretary  of  the  company. 

The  Chairman.  They  are  not  any  of  them  eastern  men? 

Mr.  Spreckels.  No  ;  they  are  all  California  men.  Mr.  Hannam  is 
the  representative,  so  to  speak,  of  the  American  Sugar  Eefining  Co. 

The  Chairman.  On  the  board? 

Mr.  Spreckels.  Yes,  sir.  He  holds  some  stock  so  that  he  may 
qualify  as  a  director,  but  I  do  not  think  he  owns  any  stock. 

The  Chairman.  Did  you  buy  stock  from  anybody  else? 

Mr.  Spreckels.  The  balance  was  given  to  my  brother  and  myself 
by  my  father. 

The  Chairman.  He  constructed  the  factory  ? 

Mr.  Spreckels.  Yes,  sir. 

The  Chairman.  In  what  year? 

Mr.  Spreckels.  Eighteen  hundred  and  ninety — somewhere— 1897 

or  1898. 

The  Chairman.  In  1897,  after  the  passage  of  the  Dingley  law  ? 
Mr.  Spreckels.  I  do  not  recall  when  that  law  was  passed. 
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Mr.  Campbeix.  I  do  not  think  that  the  witness  means  to  state  that 
the  balance  was  given  to  him? 

Mr.  Spkeckels.  He  gave  us  his  interest. 

The  Chairman.  And  his  interest  was  all  ? 

Mr.  Speeckels.  No.  He  required  more  capital  than  he  had  to  put 
in  to  build  this  immense  factory  and  he  obtained  further  capital.  He 
interested  Mr.  Havemeyer  and  asked  him  to  take  a  half  interest  in 
the  concern. 

The  Chairman.  It  was  originally  built  by  your  father  and  the 
American  Sugar  Eefining  people  together  and  your  father  gave  to 
your  brother  and  yourself  his  interest  ? 

Mr.  Speeckels.  In  1902  or  1903. 

The  Chairman.  They  have  always  owned  a  half  interest  in  this 
factory  ? 

Mr.  Spkeckels.  Yes,  sir ;  from  the  start.  We  required  capital  and 
they  were  willing  to  assist  us  in  the  development  of  the  industry  and 
we  were  glad  to  get  them  in. 

The  Chairman.  You  started  just  now  to  make  a  statement  as  to 
the  amount  of  capital  actually  represented  in  that  plant  and  I  rather 
stopped  you.  Tell  us  exactly  what  the  actual  investment  in  the  fac- 
tory stands  you  and  the  American  Sugar  Refining  Co. 

Mr.  Spreckels.  I  think  both  parties  put  in  between  $7,000,000  and 
$8,000,000.  After  it  was  incorporated  it  was  necessary  to  buy  some 
lands  because  of  the  farmers.  We  had  to  educate  them  in  the  culti- 
vation of  beets  and  they  were  loath  to  do  it.  They  were  accustomed 
to  handle  grain,  to  scratch  the  ground  up  a  little  bit  and  put  in  wheat 
and  go  back  to  town  in  the  back  of  a  saloon  and  play  cards. 

The  Chairman.  What  does  that  investment  consist  of;  what  did 
it  cost? 

Mr.  Spreckels.  I  can  not  say  offhand. 

The  Chairsian.  What  did  the,land  cost,  the  land  you  bought  there? 

Mr.  Spreckels.  I  can  furnish  you  a  statement. 

The  Chairman.  "Wlien  you  go  back  home  will  you  please  furnish 
the  committee  with  a  statement  showing  the  details  of  the  cost  of  the 
factory  plant  and  exactly  what  it  represents  in  actual  and  substan- 
tial value? 

Mr.  Spreckels.  Yes,  sir. 

Mr.  Campbell.  The  record  will  show. 

Mr.  Spreckels.  Yes,  sir. 

The  Chairman.  You  can  not  give  it  now,  but  will  furnish  it  later? 

Mr.  Spreckels.  Yes,  sir.  I  will  be  glad  to  furnish  anything  that 
the  committee  might  desire.     There  is  nothing  I  want  to  withhold. 

The  Chairman.  I  am  very  glad  to  hear  that,  and  the  committee 
will  proceed  on  that  basis.  You  have  mentioned  in  your  testimony 
that  there  were  three  different  branches  of  the  sugar  business  that 
you  were  in? 

Mr.  Spreckels.  The  California  Sugar  Refinery? 

The  Chairman.  Leases  its  plant  to  the  Western  Refinery  ? 

Mr.  Spreckels.  Yes,  sir. 

The  Chairman.  So  it  really  has  nothing  but  a  corporate  existence? 

Mr.  Spreckels.  Yes,  sir. 

The  Chairman.  And  as  to  the  cane  sugar  business  you  are  inter- 
ested in  the  Western  Refinery  and  the  Spreckels  Beet  Sugar  Co..  at 
Spreckels,  Cal.  ? 
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Mr.  Spreckels.  Yes,  sir. 

The  Chairman.  What  do  you  pay  the  farmer  for  his  beets  ? 

Mr.  SPRECKEaLS.  We  pay  the  farmer  $5  a  ton. 

The  Chairman.  $5  a  ton? 

Mr.  Spreckels.  Yes,  sir. 

The  Chairman.  How  much  sugar  do  you  get  out  of  that  ton  of 
beets? 

Mr.  Spreckels.  It  varies. 

The  Chairman.  But  the  average  ? 

Mr.  Spreckels.  It  does  not  pay  to  manufacture  beets  when  they 
run  below  14  per  cent  of  saccharine. 

The  Chairman.  You  say  it  does  not  pay  where  the  beets  run  under 
14  per  cent?    . 

Mr.  Spreckels.  No,  sir. 

The  Chairman.  What  do  the  California  beets  average  in  saccha- 
rine? 

Mr.  SpRECKEiiS.  About  18  per  cent.  It  varies  with  the  year  and 
the  climatic  conditions,  the  land,  and  everything. 

The  Chairman.  And  the  degree  of  skill  with  which  the  beets  are 
cultivated,  the  percentage  of  saccharine  matter,  and  it  depends  on  the 
process  of  manufacture? 

Mr.  Spreckels.  Certainly,  it  depends  on  that. 

The  Chairman.  And  you  say  that  17  per  cent  or  18  per  cent  would 
be  about,  say,  a  good  California  average? 

Mr.  Spreckels.  Yes,  sir. 

The  Chairman.  What  does  it  cost  to  manufacture  a  pound  of  beet 
sugar  ? 

Mr.  Spreckels.  Off  hand,  I  would  say  between  3  and  4  cents.  It 
would  be  very  difficult  to  determine  that.  For  instance,  we  have  a 
sugar  beet  running  low  in  saccharine,  and  it  is  very  costly  to  operate 
that.  We  had  to  destroy  an  immense  quantity  of  beets  one  year, 
which  ran  the  cost  of  manufacture  way  up. 

The  Chairman.  Suppose  you  take,  for  this  purpose,  an  average 
year  ? 

Mr.  Spreckels.  I  could  not  say  off  hand  what  the  average  might 
be.  I  know  that  we  operated  that  factory  for  a  good  many  years 
before  we  got  any  returns. 

The  Chairman.  Do  you  get  any  returns  now  ? 

Mr.  Spreck:els.  Yes,  sir. 

The  Chairman.  What  dividend  does  it  pay? 

Mr.  Spreckels.  Seven  per  cent. 

The  Chairman.  Is  all  of  its  stock  common  or  preferred  ? 

Mr.  Spreckels.  There  is  only  one  kind  of  stock. 

The  Chairman.  $5,000,000  of  common  stock? 

Mr.  Spreckels.  Yes,  sir. 

The  Chairman.  No  preferred  stock  ? 

Mr.  Spreckels.-  No,  sir. 

The  Chairman.  And  it  pays  7  per  cent? 

Mr.  Spreckels.  Yes,  sir. 

The  Chairman.  Do  you  pass  anything  to  the  fund  for  deprecia- 
tion? 

Mr.  Spreckels.  Probably  a  little  surplus.     For  instance,  it  took 

the  surplus  at  the  time  of  the 

The  Chairman  (interposing).  The  panic  of  1901? 
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Mr.  Spreckels.  The  earthquake.  That  cost  us  between  $300,000 
and  $400,000  to  restore  the  damage. 

The  Chairman.  Is  Spreckels  right  at  San  Francisco  ? 

Mr.  Spreckels.  No,  sir ;  about  129  miles  south. 

The  Chairman.  Did  the  earthquake  go  that  far? 

Mr.  Spreckels.  Yes,  sir.  It  was  more  severe  at  that  point  than  at 
any  other  portion  of  the  State. 

The  Chairman.  Is  that  so  ? 

M^r  Spreckels    'Y'es  sir. 

The  Chairman.  And  that  cost  you  $400,000  or  $500,000? 

Mr.  Spreckels.  Yes,  sir. 
■    The  Chairman.  That  was  an  unusual  calamity.     Ordinarily,  you 
do  not  figure  on  earthquakes? 

Mr.  Spreckels.  No,  sir;  we  do  not  want  to.  There  are  other 
things  we  have  to  figure  on.  You  take  this  last  year — and  we  had 
a  lot  of  the  land  carried  away  by  the  floods.  The  riv.er  cut  away  the 
land  planted  with  beets,  in  one  instance  40  acres,  and  we  have  had 
to  put  up  dams,  which  will  cost  us  about  $300,000,  to  protect  the 
factory.     The  river  is  changing  every  year. 

The  Chairman.  Under  ordinary  conditions,  do  you  think  that 
3.75  cents  represents  a  fair  cost  of  making  a  pound  of  sugar  in 
California  ? 

Mr.  Spreckels.  Yes,  sir.  It  would  cost  some  of  the  smaller  fac- 
tories more. 

The  Chairman.  You  have  the  largest  in  the  world? 

Mr.  Spreckels.  Yes,  sir.  The  large  quantity  that  we  manufacture 
reduces  the  cost  per  unit  very  materially. 

The  Chairman.  It  is  true,  as  a  matter  of  fact,  that  the  climate, 
soil,  and  natural  conditions  are  better  for  the  cultivation  of  beets  in 
California  than  any  other  part  of  the  country  ? 

Mr.  Spreckels.  Yes ;  some  of  the  territory. 

The  Chairman.  Is  there  any  other  part  as  good  as  California? 

Mr.  Spreckels.  Yes,  sir.     I  think  Colorado  is  as  good. 

The  Chairman.  Is  Utah  as  good? 

Mr.  Spreckels.  I  think  so ;  yes,  sir. 

The  Chairman.  Do  you  think  that  the  percentage  of  saccharine 
matter  in  the,  beets  would  be  as  high  in  any  one  of  those  States  as  in 
California  ? 

Mr.  Spreckels.  In  Colorado  and  Utah  they  have  an  advantage 
in  that  they  have  cold  weather  at  the  time  of  the  harvest  season. 
With  us  the  weather  is  warm  and  we  have  to  keep  at  the  beets — we 
can  not  keep  them  more  than  a  week  after  they  are  taken  out  of  the 
ground — whereas  in  Colorado  they  make  pits  and  put  them  in  and 
cover  them  up  so  as  to  keep  the  frost  off ;  the  beets  are  preserved  so 
that  they  can  continue  operating  the  factory  much  longer. 

The  Chairman.  They  hill  them? 

Mr.  Spreckels.  They  make  a  silo  and  cover  them  up.  We  can 
not  do  that.  It  has  resulted  in  another  case  of  loss.  One  winter  we 
could  not  harvest  the  beets  in  time;  the  rain  came  on  early  and  we 
lost  15,000  tons  of  beets.  We  could  not  get  our  ground  planted  and 
brought  to  maturity.  There  are  many  things  we  have  to  contend 
with. 

The  Chairman.  Is  not  California  best  adapted  to  the  cultivation 
of  the  sugar  beet  than  any  other  State  ? 
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Mr.  Speeckels.  I  would  not  say  it  was  the  best,  but  it  is  well  adapted^ 
in  certain  sections.  Before  we  commenced  we  procured  from  Europe 
a  large  quantity  of  seed,  which  we  distributed  to  the  farmers 
throughout  the  State. 

The  Chairman.  Trying  to  ascertain  the  local  conditions? 

Mr.  Speeckels.  Yes,  sir.  After  the  beets  were  matured  we  sent 
them  to  be  analyzed,  and  we  kept  a  record  of  what  the  different  sec- 
tions of  the  State  would  produce  in  sugar.  We  found  in  the  first 
place  that  the  richest  section  was  what  was  known  as  the  Pajaro 
Valley,  where  we  established  the  first  beet  factory. 

The  Chairman.  At  Spreckels,  Cal.  ? 

Mr.  Spreckels.  Yes,  sir;  known  as  the  Western  Beet  Factory, 
That  factory  has  been  abandoned,  because  the  land  was  so  rich  that 
the  farmers  found  that  they  could  make  more  money  by  the  raising 
of  berries. 

The  Chairman.  Are  you  familiar  with  the  reports  of  the  Depart-- 
ment  of  Agriculture  on  this  question  ? 

Mr.  Spreckels.  No,  sir. 

The  Chairman.  You  did  not  happen  to  know  that  the  reports  of 
the  Department  of  Agriculture  show  that  California  is  best  adapted  ? 

Mr.  Spreckels.  I  have  never  read  those  reports. 

The  Chairman.  I  thought  you  may  have  read  this  very  excellent 
report.    Michigan  is  not  as  favorably  situated  as  California  ? 

Mr.  Spreckels.  I  do  not  know ;  I  have  never  been  in  Michigan. 

The  Chairman.  You  have  never  seen  any  of  them  ? 

Mr.  Spreckels.  No,  sir;  only  from  hearsay — ^that  they  did  not 
make  very  much  of  a  success  there. 

The  Chairman.  What  do  you  get  for  the  beet  sugar  after  you 
make  it? 

Mr.  Spreckels.  The  sugar? 

The  Chairman.  Yes,  sir ;  a  pound. 

Mr.  Spreckels.  We  get,  as  I  say,  a  differential  of  20  cents  below 
the  price  established  by  the  Western  Beet  Factory  or  established  by 
competition.     If  the  cane  sugar  is  4  cents,  we  get  3.80  cents. 

The  Chairman.  I  know  that,  but  what  do  you  get? 

Mr.  Spreckels.  That  is  very  hard  to  say. 

The  Chairman-  What  is  it  worth  to-day? 

Mr.  Spreckels.  I  can  not  say. 

The  Chairman.  Roughly,  somewhere  near  5  cents? 

Mr.  Spreckels.  I  think  about  that. 

The  Chairman.  You  would  not  get  less  than  20  points  off? 

Mr.  Spreckels.  As  I  say,  it  ranges  sometimes  30  points. 

The  Chairman.  And  sometimes  as  low  as  10? 

Mr.  Spreckels.  Sometimes  we  have  stored  there  as  high  as  300,000 
sacks  in  the  warehouse— it  does  not  improve  with  age— and  we  want 
to  ^t  it  on  the  market,  and  we  offer  it,  and  so  do  the  others. 

The  Chairman.  But,  as  a  matter  of  fact,  the  differential  which 
you  speak  of — the  difference  in  price — does  not  go  over  20  cents,, 

ordinarily  ? 

Mr.  Spreckels.  It  ranges  as  high  as  30  cents. 

The  Chairman.  And  it  goes  as  low  as  10  cents  ?     _ 

Mr.  Spreckels.  At  first  we  started  with  10  cents  differential. 

The  Chairman.  What  would  you  say  the  average  was  ? 
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Mr.  Speeckels.  Probably  25  cents,  because  in  recent  years  it  has 
not  been  below  20,  and  I  have  seen  it  up  to  30,  and  a  fair  average 
would  be  25. 

The  Chairman.  Do  you  know  Mr.  Edwin  F.  Atkins? 

Mr.  Speeckels.  No,  sir. 

The  Chairman.  Do  you  know  the  controlling  interest  in  the  Amer- 
ican Sugar  Refining  Co.? 

Mr.  Speeckels.  No,  sir.  I  have  never  seen  the  gentleman,  to  my 
knowledge,  in  my  life. 

The  Chairman.  Do  you  own  any  stock  at  all  in  the  American 
Sugar  Refining  Co.? 

Mr.  Spreckels.  Not  a  share. 

The  Chairman.  They  are  interested  with  you  in  the  California 
enterprise  ? 

Mr.  Speeckels.  Yes,  sir. 

Mr.  Rakee.  I  understood  you  to  say  that  the  Watsonville  factory 
was  discontinued  on  account  of  the  richness  of  the  land  ? 

Mr.  Speeckels.  Yes,  sir ;  primarily  that  was  the  cause,  because  the 
farmers  put  the  acreage  in  berries  and  in  fruit. 

Mr.  Rakee.  Who  owned  it  at  that  time? 

Mr.  Speeckels.  It  was  a  corporation. 

Mr.  Rakee.  Who  was  the  leading  spirit? 

Mr.  Speeckels.  My  father  was.  It  was  taken  over  by  the  Salinas 
factory.  We  could  not  get  beets  enough  to  operate  it,  and  it  was 
an  antiquated  factory. 

Mr.  Rakee.  Spreckels  that  you  talk  about  and  Salinas  are  just  the 
same  thing? 

Mr.  Speeckels.  Yes,  sir. 

Mr.  Rakee.  The  Watsonville  factory  failed  in  what  year  ? 

Mr.  Speeckels.  That  is  the  time  the  Salinas  was  built  up.  We 
took  some  of  its  machinery  and  what  we  could  utilize  and  put  it  ovel* 
in  the  new  factory. 

Mr.  Raker.  It  was  owned  by  practically  the  same  people? 

Mr.  Speeckels.  Yes,  sir. 

Mr.  Rakee.  And  when  you  established  the  Spreckels  factory  at 
Salinas  you  abandoned  the  one  at  Watsonville? 

Mr.  Spreckels.  It  was  taken  in  by  the  Spreckels  Co. 

Mr.  Raker.  It  had  been  in  business  quite  extensively  before — the 
Watsonville  factory? 

Mr.  Spreckels.  Yes,  sir. 

Mr.  Rakee.  And  shipped  its  products  to  the  other  States — into 
Nevada  and  Oregon  and  Utah? 

Mr.  Spreckels.  That  is  a  good  many  years  ago.  It  had  to  ship 
wherever  it  found  a  market.  Pardon  me  one  moment.  Come  to 
think  of  it,  the  Watsonville  factory  never  produced  sugar  that  was 
put  on  the  market,  but  it  was  sold  through  the  California  refinery. 

Mr.  Rakee.  I  see. 

Mr.  Spreckels.  In  our  own  State  to  the  refinery.  It  was  sold  on 
the  same  basis  as  the  raw  sugar  from  Hawaii  was  sold. 

Mr.  Raker.  Were  you  at  any  time  interested  in  the  Crockett  re- 
finery ? 

Mr.  Speeckels.  No,  sir. 

Mr.  Raker.  Was  your  father? 

Mr.  Spreckels.  Never. 
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Mr.  Raker.  Any  of  your  brothers  ? 

Mr.  Spreckels.  No,  sir. 

Mr.  Rakeb.  Do  you  know  the  reason  that  it  failed « 

Mr.  Spreckels.  As  a  beet-sugar  factory? 

Mr.  Raker.  Yes,  sir. 

Mr.  Spreckels.  They  failed  because  they  did  not  understand  the 
business ;  it  was  all  new  to  them. 

Mr.  Raker.  And  did  not  they  sell  out  part  of  the  stock  to  those 
interested  in  the  Alvarado  and  Spreckels  factories? 

Mr.  Spreckels.  I  think  they  sold  some  of  the  machinery.  I  can 
tell  you  best  about  the  factory.  I  was  talking  with  a  merchant, 
Mr.  Haas,  a  big  wholesaler  who  was  interested  in  that  refinery,  and 
he  told  me  that  they  were  running  both  beet  and  cane  and  mixing 
the  two  together,  and  he  told  me  that  the  loss  that  year  was  $600,000. 

Mr.  Raker.  Has  the  chairman  asked  you  about  the  Alvarado 
factory  ? 

Mr.  Spreckels.  No,  sir ;  I  know  nothing  at  all  about  that. 

Mr.  Raker.  Have  you  any  interest  in  it  ? 

Mr.  Spreckels.  None  whatever ;  I  never  had. 

Mr.  Raker.  Did  your  father  have? 

Mr.  Spreckels.  No,  sir. 

Mr.  Raker.  How  many  men  on  the  board  of  directors  of  the 
Spreckels  factory  had  been  at  Salinas  and  members  of  the  Alvarado 
factory  ? 

Mr.  Spreckels.  None  of  them ;  not  one  of  them. 

Mr.  Raker.  Is  not  the  same  secretary  the  secretary  of  the  Alvarado 
Co.? 

Mr.  Spreckels.  No,  sir. 

Mr.  Raker.  Have  you  looked  that  up  lately  ? 

Mr.  Spreckels.  I  know  that  we  have  no  interest. 

Mr.  Raker.  I  did  not  say  an  interest,  but  are  not  a  part  of  the 
directors  of  the  Spreckels  factory  also  on  the  board  of  directors  of 
the  Alvarado  factory  ? 

Mr..  Spreckels.  It  is  entirely  unknown  to  me. 

Mr.  Raker.  I  simply  so  understood. 

Mr.  Spreckels.  I  do  not  think  so. 

Mr.  Raker.  What  is  this  man's  name,  the  secretary  ? 

Mr.  Spreckels.  Mr.  Hannam.  He  is  not  interested.  His  duties 
would  not  permit  of  it.     He  has  enough  to  do  where  he  is. 

Mr.  Raker.  Have  you  any  interest  m  any  other  sugar  factories  ? 

Mr.  Spreckels.  No,  sir. 

Mr.  Raker.  At  no  place? 

Mr.  Spreckels.  No,  sir. 

Mr.  Raker.  Are  any  of  your  brothers  so  interested  ? 

Mr.  Spreckels.  No,  sir. 

Mr.  Raker.  The  only  sugar  interest  you  have  is  in  California  ? 

Mr.  Spreckels.  Yes,  sir. 

Mr.  Raker.  You  have  extensive  cane  interests  in  Hawaii  ? 

Mr.  Spreckels.  Yes,  sir;  not  very  extensive,  very  small,  less  than 
a  million  dollars'  worth. 

Mr.  Raker.  Stock? 

Mr.  Spreckels.  Yes,  sir ;  that  is  between  my  brother  and  myself. 

Mr.  Raker.  That  is  the  institution  you  spoke  of  to  the  chairman  ? 

Mr.  Spreckels.  Yes,  sir. 
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Mr.  Campbell.  You  did  not  mean  the  Factor  Co.;  you  spoke  of 
the  institution. 

Mr.  Speeokels.  I  mean  the  Hawaiian  plantation. 

Mr.  Eaker.  That  is  the  one. 

Mr.  Campbell.  Did  Mr.  Spreckels  testify  that  he  had  an  interest 
in  the  Factor  Co.  ? 

Mr.  Spreckels.  No,  sir. 

Mr.  Raker.  Have  you  fully  explained  to  the  committee  in  regard 
to  the  factory  there  in  San  Francisco  that  has  been  lying  idle  for 
some  time?  Did  the  chairman  ask  you  about  that?  There  was  a 
factory  i'il  the  city  that  has  been  idle.  ; 

Mr.  Spreckels.  He  asked  me  concerning  that.  That  is  the  one 
that  was  incorporated. 

Mr.  Raker.  You  have  explained  that  to  the  committee? 

Mr.  Spreckels.  Yes,  sir;  I  think  I  have. 

Mr.  Raker.  That  has  been  leased  up  until  1917? 

Mr.  Spreckels.  I  do  not  know,  I  would  not  say  as  to  the  date. 
The  lease  has  some  years  to  run. 

Mr.  Raker.  You  spoke  about  some  contracts  being  in  effect  for 
three  years? 

Mr.  Spreckels.  Yes,  sir. 

Mr.  Raker.  Have  you  any  of  the  contracts  with  you  ? 

Mr.  Spreckels.  No,  sir. 

Mr.  Raker.  Could  you  furnish  one? 

Mr.  Spreckels.  I  shall  be  glad  to  do  so. 

Mr.  Raker.  Can  you  send  a  copy  to  us? 

Mr.  Spreckels.  I  shall  be  glad  to. 

Mr.  Raker.  I  wish  you  would. 

Mr.  Spreckels.  I  shall  be  glad  to  send  it  to  you. 

Mr.  Raker.  Please  describe  to  the  committee  the  manner  of  rais- 
ing the  beets  there  at  Salinas  and  just  the  process. 

Mr.  Spreckels.  How  they  raise  them? 

Mr.  Raker.  Yes,  sir ;  how  they  plant  and  cultivate  them. 

Mr.  Spreckels.  The  land  is  plowed  first  by  the  steam  plows.  It 
is  a  rich  adobe  land.  You  are  perhaps  familiar  with  it  and  know 
what  adobe  land  is.  The  steam  plows  are  operated  over  it  by  means 
of  wire  cables  running  parallel  across  the  field.  Then  the  ground 
plows,  eight  in  number,  are  drawn  across  the  field  and  as  the  one 
machine  advances  so  does  the  other,  so  as  to  get  the  proper  intervals. 
Then  the  ground  is  harrowed  and  rolled  and  cultivated  and  then 
seeded  at  the  proper  time  after  a  rain.  The  seed  is  put  in  by  what 
is  called  a  drill,  which  is  a  machine  that  has  little  pipes  and  a  little 
kind  of  a  plow  on  the  front  of  it  which  makes  a  little  furrow  and 
the  seed  drops  down  at  proper  intervals  fed  by  a  hopper.  The 
machine  is  drawn  by  one  horse  and  it  is  worked  until  the  seed  comes 
up.  It  usually  comes  up  top  thick  and  we  have  to  do  what  they 
call  thinning — we  aim  to  ascertain  the  depth  which  will  yield  the 
largest  quantity  of  saccharine — and  continue  to  thin  out  where  it 
is  thicker  so  as  to  make  the  rows  even,  from  the  time  the  land  is 
cultivated  until  the  beets  ripen. 

Mr.  Rakek.  It  takes  a  great  deal  of  menial  labor? 

Mr.  Spreckels.  Yes,  sir. 

Mr.  Raker.  About  8  inches  apart? 
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Mr.  Spreckels.  I  think  about  8  inches.  '     "  '< 

Mr.  Eaicer.  Then,  after  that  is  harrowed  they  commence  the 
(hinning? 

Mr.  Spkeckels.  We  have  to  cultivate  the  land  to  a  depth  of  14 
inches, 

Mr.  Raker.  I  know  that  is  the  general  process,  only  they  go  deeper 
there  than  at  any  other  place? 

Mr.  Spreckels.  Yes,  sir. 

Mr.  Raker.  Does  that  affect  the  price  of  the  sugar  any? 

Mr.  Spreckels.  Yes,  sir.  We  have  had  a  great  difficulty  in  Cali- 
fornia on  account  of  the  lack  of  labor. 

Mr.  Raker.  It  has  been  suggested  by  some  of  the  gentlemen  who 
have  spoken  in  regard  to  raising  sugar  beets  that  the  cost  of  pre- 
paring the  ground  and  this  particular  planting — — 

Mr.  Spreckels  (interposing).  And  replanting. 

Mr.  Raker.  Replanting  is  a  heavy  cost? 

Mr.  Spreckels:  Yes,  sir;  that  is  very  expensive,  and  we  have  had 
to  replant  as  often  as  three  times,  because  a  heavy  rain  will  come  and 
wash  the  seed  out,  and  we  have  got  to  go  through  the  same  process 
again. 

Mr.  Raker.  Do  I  understand  you  to  say  that  the  cost  of  labor  is 
more  expensive? 

Mr.  Spreckels.  Yes,  sir;  much  more  so.      ^ 

Mr.  Raker.  How  much,'  do  you  Ihink  ? 

Mr.  Spreckels.  $2.50  is  the  minimum  for  labor. 

Mr.  Raker.  $2.50? 

Mr.  Spreckels.  For  10  hours.  We  pay  by  the  hour,  25  cents  an 
hour.  That  is  the  minimum.  I  understand  the  minimum  wage  in 
the  East  to  be  18  cents  an  hour. 

Mr.  Raker.  That  is  in  the  factory?,- 

Mr.  Spreckels.  Yes,  sir. 

Mr.  Raker.  How  much  is  it  for  labor  in  the  fields? 

Mr.  Spreckels.  The  field  work  is  usually  let  out  by  contract,  so 
many  acres,  and  it  is  usually  done  by  the  Japanese,  the  only_  people 
we  can  get.  The  white  men  will  not  work  in  the  field.  Out  in  Cali- 
fornia you  can  not  get  them  to  work. 

Mr.  Raker.  Is  not  all  the  work  done  by  the  Japanese? 

Mr.  Spreckels.  Yes,  sir ;  a  boss  Japanese  takes  a  contract  to  attend 
to  the  beets,  to  the  harrowing  and  the  cultivating,  and  then  the  top- 
ping, cutting  off  the  tops. 

Mr.  Raker.  The  topping  is  expensive? 

Mr.  Spreckels.  Yes,  sir. 

Mr.  Eakee.  Has  this  always  been  the  condition  in  the  raising  of 
beets  in  California? 

Mr.  Spreckels.  Yes. 

Mr.  Eakee.  You  have  had  to  have  the  Japs? 

Mr.  Spreckels.  Oh,  yes;  you  can  not  get  any  other  kind  of 
labor.  If  it  had  not  been  for  the  larger  number  of  these  East  In- 
dians coming  in  there,  whose  labor  was  not  so  good,  we  would  have 
had  to  take  all  Japs.  I  think  the  average  is  about  300  employed 
there,  and  we  were  very  fortunate  in  getting  them,  because  other- 
wise we  would  not  have  had  the  means  of  harvesting  our  crop. 
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Mr.  Eakee.  Have  you  gone  into  the  situation  and  studied  it 
enough  to  give  us  a  general  idea  as  to  the  cost  of  labor — I  mean  day 
labor — and  how  much  it  is  per  day  in  the  field? 

Mr.  Speeokels.  No;  I  could  not  give  you  any  data  offhand.  I 
can  furnish  you  the  figures,  if  you  desire.  1  came  here  hurriedly; 
I  only  had  one  day  in  San  Francisco,  getting  notice  one  day  and 
departing  the  next  day,  so  as  to  meet  my  engagement  here. 

Mr.  Eakee.  This  Japanese  labor  you  speak  of  is  a  good  deal 
cheaper  than  the  white  labor,  is  it  not? 

Mr.  Speeokels.  No;  it  is  not  much  cheaper.  They  get  all  they 
want. 

Mr.  Kakbe.  It  is  some  cheaper,  Mr.  Spreckels,  is  it  not? 

Mr.  Speeokels.  Very  little. 

Mr.  Eakee.  You — and  when  I  say  "you"  I  mean  the  people  gen- 
erally in  these  large  places  in  the  West — are  employing  now  a  good 
many  Hindus,  are  you  not? 

Mr.  Speeokels.  Yes.  When  I  spoke  of  the  Indians  I  meant  the 
Hindus. 

Mr.  Eakee.  That  is  a  cheaper  class  of  labor  than  American  labor, 
is  it  not? 

Mr.  Speeokels.  No;  we  pay  them  the  same  as  we  pay  the  Japs, 
and  we  are  glad  to  pay  it  and  to  get  them  so  as  to  get  our  crop  in. 

Mr.  Eakee.  Does  not  that  bring  the,  price  of  putting  the  beets 
into  the  factory  down  to  a  point  which  is  lower  than  it  would  be 
if  you  employed  other  labor? 

Mr.  Speeokels.  No  ;  it  is  a  good  deal  more  expensive,  because  the 
East  Indians  are  not  so  expert;  they  are  an  emaciated  lot  of  people, 
and  they  have  not  the  strength  to  do  the  work.  It  is  a  poor  kmd 
of  labor. 

Mr.  Eakee.  Do  you  not  believe  it  would  be  a  good  thing  if  the 
tariff  were  taken  off  sugar,  both  refined  and  beet?  Take  one  at  a 
time:  Do  you  not  think  it  would  be  a  good  thing  if  they  took  the 
tariff  off  of  raw  sugar? 

Mr.  Speeokels.  That  would  depend. 

Mr.  Eakee.  Give  me  your  idea  about  that. 

Mr.  Speeokels.  I  am  going  to  give  you  my  idea  on  that.  I  am 
only  judging  from  the  experience  of  the  past.  I  believe  I  stated 
before,  when  the  duty  was  taken  off  the  Hawaiian  Island  sugar  and 
Porto  Eico  sugar,  and  taken  off  the  Philippine  Islands  sugar,  and 
partly  off  the  Cuban  sugar,  it  did  not  reduce  the  price  of  sugar  at 
all.  The  money  was  put  into  the  pockets,  of  the  planters  there.  Of 
course  it  necessarily  niust  have  created  a  deficit,  because  those  sugars 
did  not  pay  duty,  or  did  not  pay  revenue  to  this  country.  That  rever 
nue  had  to  be  made  up  somewhere  else.  Who  made  up  the  revenue? 
The  people  of  this  country.  Who  got  the  benefit  of  the  remission 
of  the  duty?     The  foreigner. 

,  Mr.  Eakee.  How  about  your  factory  and  those  beet-sugar  facr 
tories  in  California  ?  They  would  get  the  benefit  of  it  there,  would 
they  not? 

Mr.  Speeokels.  No.  ,  . 

Mr.  Eakee.  Would  not  they  produce  it  just  as  cheap  in  California 
and  in  the  West,  with  this  Chinese  and  Japanese  and  Hindu  labor 
there,  as  they  could  by  using  the  same  kind  of  labor  in  the  Hawaiian 
Islands  and  the  Philippines?    What  is  the  difference ?    It  is  the  same 
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kind  of  labor  that  does  the  work  in  the  Philippines  and  in  the  Ha- 
-waiian  Islands  that  does  the  work  in  the  West.    Is  not  that  right  ?    • 

Mr.  Spreckels.  Yes. 

Mr.  B.AKEE.  What  is  the  difference,  then  ? 

Mr.  Speeckels.  Take  it  in  Hawaii.  I  do  not  know  as  to  the  price 
of  labor  in  the  other  countries  we  have  mentioned,  but  in  Hawaii  they 
pay  a  man  $18  a  month.  If  we  could  get  a  man  to  work  for  us  for 
$18  a  month,  we  could  probably  produce  sugar  as  cheaply  as  they  do. 
You  ask  me  as  to  what  would  happen  if  the  duty  was  taken  off  of  the 
raw  sugar.  It  would  simply  mean  this :  If  it  was  entirely  taken  off,  it 
would  mean  the  total  destruction  of  every  beet-sugar  factory  in  this 
country.  If  it  was  partially  taken  off,  or  reduced  only,  the  larger  fac- 
tories would  be  able  to  sustain  themselves,  but  the  small  ones  would 
go  by  the  board. 

Mr.  Eakee.  One  of  the  things  I  would  like  to  have  you  state — and 
you  seem  to  understand  this  matter  fully;  you  have  had  a  good  deal 
of  experience  here — — 

Mr.  Speeckels.  I  was  raised  in  the  business. 

Mr.  Rakee.  It  was  stated  a  few  days  ago  that  if  the  duty  were 
taken  off  of  sugar,  then  the  cost  of  manufacture  would  be  in  such  con- 
dition that  the  manufacturer  could  compete  with  the  others,  and  the 
whole  burden  would  come  on  the  laboring  man,  the  man  who  did  the 
work  in  the  field  and  the  man  that  did  the  work  in  the  factory.  Is 
that  your  idea  of  it? 

Mr.  Speeckels.  No.  It  would  come  on  the  people  at  large.  It 
would  affect  the  laboring  people,  but  would  affect  the  people  at  large 
more,  because  they  would  not  get  sugar  any  cheaper,  because  those 
who  raised  the  sugar  would  exact  the  regular  cost,  plus  the  duty  that 
was  remitted,  and  then  the  people  would  certainly  have  to  make  good 
the  revenue  lost  by  the  Government,  and  it  would  have  to  be  made 
up  on  other  products,  and  the  people  would  have  to  pay  it,  and 
those  who  raised  the  sugar  would  get  the  benefit  of  it. 

Mr.  Rakee.  Let  us  leave  out  the  revenue  to  the  Government,  for 
the  moment..  The  sole  explanation  and  one  of  the  things  that  seemed 
to  be.  driven  home,  or  tried  to  be  driven  home,  was  the  fact  that  it 
would  affect  the  American  laboring  man ;  that  the  tariff  is  for  the 
purpose  of  protecting  the  high-paid  American  laboring  man.  Can 
you  explain  that? 

Mr.  Speeckels.  It  would  affect  them  just  as  I  have  stated  before. 
Take  the  tariff  off  of  sugar,  and.it  means  the  death  of  the  beet-sugar 
industry  in  this  country.  ,  They  employ  lots  of  labor  in  the  factories. 
Of  course,  they. will  have  to  seek  other  employment  if  those  factories 
are  closed.  There  is  so  much  labor  coming  out  of.  the  industry  now 
that  other  employment,  if  they  can  get  it   . 

Mr.  Rakee  (interrupting).  It  would  not  affect  the  American 
laborer. practically,  would  it?  '■ 

Mr.  .Speeckels.  Certainly  it  would,  because  in  the  factories 
nothing  but  American  white  labor  is  employed.  Only  in  the  field  do 
we  employ  Japs  and  foreign  labor.  In  the  factories  it  is  entirely 
white  people.  As  a  matter  of  fact,  the  farmer  hails  with  delight 
the  opening  of  a  factory,  because  his  sons  and  his  farm. hands,  if  he 
wants  to  keep  good  men,  after  the  harvest  is  in,  can  get  employment 
in  the  factory. 
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Mr.  Eaoose.  I  am  satisfied  the  committee  and  I,  ,aiid  particularly 
myself,  are  very  much  interested  in  that  matter,  and  I  feel  las  thcfugh 
you  could  give  a  full  explanation  of  it — that  the  very  first  thing, 
when  you  speak  about  reducing  the  tariff  on  this  product  lor  any 
other,  is  the  question  that  is  immediately  raised,  that  it  affects  the 
American  laboring  man,  "And  we  will  have  to  reduce  hi^  w,a.ges.^' 
If  the  same  work  m  America  is  done  by  a  foreigner,  and  you  r#duge 
the  tariff  upon  the  product  he  is  making  or  laboring  on,  you  are 
not  affecting  the  American  laboring  man,  are  you  ?    Is  not  that  right? 

Mr.  Speeckels.  No.  If  they  reduce  the  tariff,  he  is  affected  only 
in  the  way  I  have  pointed  out.  ■  ,■ 

Mr.  Raker.  But  if  these  places  of  business  are  run  by  the  foreigp 
laborer,  the  Japanese  and  Hindus  and  others,  who  are  practically 
undesirable  citizens,  and  when  the  tariff  is  reduced,  even  if  th^ir 
wages  are  reduced,  you  are  not  affecting  the  American  workingmiani 
are  you,  because  they  are  already  taking  his  place? 

Mr.  Speeckels.  No.    If  you  will  look  a  little  further  into  this . ,  ■  i 

Mr.  Rakee  (interrupting).  Will  you  explain  it  to  me? 

Mr.  Speeckels.  For  instance,  it  is  true  that  in  California  the  field 
labor  employed  there  is  Japanese.  If  we  do  not  have  the  Japs  to  do 
the  field  labor,  we  would  be  in  a  bad  fix,  because  you  know  American 
labor  will  not  go  into  the  field,  and  then  they  would  not  be  producing 
the  product  that  is  requisite  to  run  the  factories.  There  would  not 
be  any  factories.  The  factory  gives  employment  to  the  white  people 
only. 

Mr.  Rakee.  I  desire  to  state  to  the  committee  that  I  am  not  going 
into  another  subject  foreign  to  this,  but  it  has  been  stated  so  many 
times  that  the  moment  you  affect  the  question  of  the  tariff,  or  open 
up  that  feature  in  this  question  of  sugar,  we  would  have  to-  sell  sugar 
cheaper,  and,  therefore,  we  would  have  to  reduce  the  wages  of  the 
laboring  people.    This  seems  to  me  germane,  Mr.  Chairman. 

Now,  Mr.  Spreckels,  if  these  Japs  and  Hindus  were  out,  you  could, 
by  propel*,  strenuous  effort,  get  white  men  to  do  this  work,  could  you 
not? 

Mr.  Speeckels.  We  have  not  been  successful  in  doing  it.  We 
much  prefer  to  give  it  to  white  men,  but  they  will  not  work  in  the 
field. 

Mr.  Rakee.  Then  the  reduction  on  sugar,  so  far  as  the  West  is  con- 
cerned and  so  far  as  the  Hawaiian  Islands  are  concerned,  would  not 
affect  the  American  workingman.  would  it — the  white  American 
workingman — except  in  a  very  infinitesimal  manner  ? 

Mr.  Speeckels.  It  is  more  than  infinitesimal.  They  employ  about 
300  to  400  or  500  men  in  a  factory,  and  if  you  multiply  that  by  the 
number  of  factories 

Mr.  Raicee  (interrupting).  It  would  affect  him  some,;  but  the 
greater  part  of  it  would  not  affect  him,  would  it  ?  : 

Mr.  Spei^kels.  Take  the  duty  off  of  sugar,  and  you  kill  the  beet- 
sugar  industry,  in  which  the  people  have  labored  and  put  in  their 
money  and  built  up.  The  country  would  have  been  built  up  and  the 
beet  industry  would  have  been  much  further  advanced  if  it  had  not 
been  for  the  fear  of  the  people  who  had  money  and  were  willing  to 
put  it  into  the  business  that  if  they  put  their  money  in  they  did  not 
know  but  what  the  next  Congress  would  take  the  duty  off  and  break 
everything  up.  That  is  the  difficulty  that  is  retarding  the  growth  of 
the  country,  that  fear  of  what  Congress  might  do  with  the  duty. 
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Mr;  RAitEE.  Have  you  explained'  to  the  eommittee  what  effect  it 
would  have,  by  a  eoncrete  example,  if  the  tariff  were  taken  off  of  beet 
§ugar? 

Mr.  Spreckei^.  No  ;  you  were  the  first  one  to  question  me  on  that. 

Mr.  E'AKEE.  Will  you  make  a  general  statement  of  that,  as  nearly 
as  you  can,  in  your  good,  clear  English,  just  about  what  effect  it 
would  have,  particularly  when  you  have  free  sugar  coming  in  from 
the  Hawaiian  Islands,  and  from  the  Philippines  to  the  extent  of 
300,000  tons  annually? 
■   Mr.  Spreckels.  From  the  Hawaiian  Islands?" 

Mr.  Raker.  From  tlie  Philippine  Islands,  300,000  tons  annually 
from  the  Philippines,  and  free  sugar  from  the  Hawaiian  Islands 
already  going  into  California. 

Mr.  Speeckels.  You  get  over  500,000  tons  from  the  Hawaiian 
Islands,  and  I  think  it  will  reach,  this  year,  600,000  tons  from  the 
Hawaiian  Islands.    I  think,  Judge  Raker,  I  have  gone  into  that 

Mr.  Raker.  Those  are  already  free 

Mr.  Spreckels  (interrupting).  Of  course,  I  am  not  a  statesman. 

Mr.  Raker.  But  you  are  a  business  man,  and  nobody  in  California 
knows  more  about  these  matters  than  you  do^  I  am  satisfied.  You 
are  on  the  ground,  and  you  are  tending  to  that  business. 

Mr.  Speeckels.  I  have  worked  hard  down  there  all  my  life. 

Mr.  Raker.  Those  are  already  free,  so  far  as  California  is  con- 
cerned ? 

Mr.  Spreckels.  Yes;  the  sugar  is  free,  but  they  are  not  benefiting 
the  Californians.  They  are  benefiting  the  peoples  that  havfe  the 
plantations. 

Mr.  Raker.  But  they  are  coming  into  California  ? 

Mr.  Spreckels.  They  are  foreigners — ^and  you  are  benefiting  .them. 
You  are  benefiting  the  foreign  residents.  You  are  taking  the  Eng- 
lishman, who  owns  a  large  number  of  plantations  and  is  largely  in- 
terested there,  more  so  than  the  German.  The  Chinaman  soldi  out, 
who  had  a  large  interest  there ;  I  think  that  has  been  sold  out  to  some 
syndicate. 

Mr.  Raker.  Has  the  present  condition  of  the  importation  of 
sugar  from  the  Hawaiian  Islands  and  the  Philippines  injured  the 
business  in  California  since  it  has  been  in  operation,  generally 
speaking? 

Mr.  Spreckels.  No;  I  can  not  say  that  it  has,  because  the  price 
that  they  exact  is  equal  to  that  of  the  foreign  sugar  importers,  with 
the  duty  added. 

Mr.  Raker.  Explain  how  they  exact  that.  How  can  they  hold  up 
sugar  in  California  and  in  the  West  like  that,  without  putting  it 
higher  in  the  East,  under  these  conditions? 

Mr.  Spreckels.  It  is  based  upon  the  market,  whatever  the  price  is. 
I'  think  it  is  Hamburg  or  London  that  governs.  That  is  the  sugar 
center,  and  the  price  is  fixed  there,  and  then  they  add  on  the  duty 
and  the  freight  and  the  insurance,  and-you  get  the  price  of  what  it 
would  be  in  New  York— landed  in  New  York.  Of  course,  there  is 
no  plantation  man  that  will  sell  for  less,  because  he  wants  to  get  as 
much  as  his  neighbor  does  for  his  sugar. 

Mr.  Raker.  I  know;  but  there  is  practically  no  competition  be- 
tween the  California  people  and  the  Hawaiian  people  and  Philip- 
pine people,  then,  is  there?  They  all  go  in  and  sell  sugar  at  about 
the  same  price,  do  they  not? 
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Mr.  Spijeckels.  There  is  decided  competition  there.  The  Ha- 
waiian Co.,  or  the  company  that  owns  the  California  and  Hawaiian 
factories,  ship  their  sugar  to  this  factory.  Not  only  do  they  have 
the  profit  they  make  on  their  sugar,  but  they  have  the  profit  thej 
make  on  their  refinery,  and  they  are  our  active  competitors. 

Mr.  Rakee.  How  does  it  come  you  all  sell  sugar  at  about  the  same 
price  ? 

Mr.  Speeckels.  We  do  not.  We  keep  cutting  the  price.  The  price 
is  largely  ruled  by  supply  and  demand. 

Mr.  Rakee.  There  is  only  a  little  difference  between  the  price  in 
San  Francisco  and  the  price  in  New  York,  is  there  not?  It  is  about 
10  points,  is  it  not  ? 

Mr.  Speeckels.  Sometimes  the  prices  are  lower  in  San  Francisco 
than  in  New  York,  and  that  brings  about' competition. 

Mr.  Rakee.  As  an  average  for  the  last  15  years,  is  it  not  a  fact 
that 

Mr.  Speeckels  (interrupting).  As  an  average,  the  prices  of  San 
Francisco  rule  higher  than  they  do  in  New  York. 

Mr.  Rakee.  About  10  cents? 

Mr.  Speeckels.  More  than  that. 

Mr.  Rakee.  What  is  the  average  ? 

Mr.  Speeckels.  I  suppose  it  would  be  about  40  cents  a  hundred. 

Mr.  Rakee.  On  the  average  ? 

Mr.  Speeckels.  I  do  not  know  as  it  is  an  average,  but  it  runs  about 
that  high.    I  would  call  it  the  average,  I  think. 

Mr.  Rakee.  What  relation  is  Claus  A.  Spreckels  to  yOu  ? 

Mr.  Speeckels.  Brother. 

Mr.  Rakee.  He  is  interested  in  the  eastern  sugar  business  ? 

Mr.  Speeckels.  Yes;  and  he  is  interested  in  free  sugar,  too,  I 
understand. 

Mr.  Rakee.  How  is  that? 

Mr.  Speeckels.  He  is  interested  in  free  sugar.  He  has  no  interest 
in  the  beet  factories,  and  of  course  it  would  be  to  his  interest  to  have 
the  duty  off  of  sugar,  because  he  would  require  less  capital  to  work 
his  factory. 

Mr.  Rakee.  I  do  not  want  to  interfere  with  private  business,  but 
are  not  you  boys  interested  in  properties  together? 

Mr.  Speeckels.  No,  sir. 

Mr.  Rakee.  Not  at  all? 

Mr.  Speeckels.  Not  at  all. 

Mr.  Rakee.  You  are  perfectly  separate  and  distinct? 

Mr.  Speeckels.  Yes. 

Mr.  Rakee.  You  have  seen  Claus's  circular  he  has  been  sending 
around  in  regard  to  the  raising  of  beet  sugar  in  California  and  the 
West? 

_  Mr.  Speeckels.  I  have  seen  some  wild  statements  that  were  pub- 
lished.    I  have  not  seen  any 

Mr.  Rakee  (interrupting).  Have  you  seen  this  one?  This  struck 
me  very  forcibly.     [Handing  a  paper  to  the  witness.] 

Mr.  Speeckels.  No  ;  I  have  not. 

Mr.  Rakee.  It  shows  thej^  are  making  too  much  on  their  sugar  and 
that  they  are  hiring  low-priced  labor  and  Hindoos,  and  so  on. 
.    Mr.  Speeckels.  That  part  of  it  is  true,  as  to  the  working  of  Hin- 
doos.   If  we  did  not  have  that  labor,  we  could  not  have  factories, 
and  we  could  not  employ  white  men  to  operate  them. 
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Mr.  Rakee.  I  got  that  through  the  mail  some  way  yesterday,  and 
I  thought  you  would  know  more  about  it  than  anybody. 

Mr.  Speeckels.  He  is  not  interested  in  the  making  of  beet  sugar. 

Mr.  Raker.  There  is  a  higher  tariff  on  sugar  than  on  any  other 
commodity,  is  there  not? 

Mr.  Spkeckels.  Yes ;  and  the  tariff  is  more  readily  and  easily  col- 
lected than  any  other,  I  understand. 

Mr.  Raker.  The  duty  is  78.87  per  cent  ? 
>   Mr.  Spreckels.  The  duty,  I  think,  is  $1.68,  and  I  think  about 
thirty-five ; 

Mr.  Madison  (interrupting).  He  was  expressing  it  in  ad  valorem. 

Mr.  RAiiER.  I  want  to  read  you  some  things  from  this  circular  and 
ask  you  if  they  are  correct: 

The  people  of  the  United  States  are  taxed  $140,000,000  annually  so  as  to  give 
an  litdivect  bounty  to  the  domestic  sugar  indvistry.  ^ 

That  is  right,  is  it? 

Mr.  Spreckels.  No ;  it  is  not  right. 

Mr.  Raker.  He  says : 

The  total  capitalization  of  the  beet  factories  of  this  country  exceeds  $100,000,- 
000.  They  produce  only  450,000  tons  of  refined  sugar,  or  about  one-eighth  of 
our  requirements. 

Is  that  about  right? 

Mr.  Spreckels.  I  question  that. 

Mr.  Raker.  He  says  further: 

A  cane-sugar  factory  located  In  New  York,  with  one- tenth  the  capitalization, 
can  produce  an  equal  amount  of  refined  sugar,  and  with  free  sugar  could  sell  it 
at  nearly  2  cents  per  pound  less  than  it  now  costs. 

Is  that  about  right? 

Mr.  Spreckels.  Yes ;  if  you  could  get  every  factory  in  the  country 
into  one — if  that  were  possible — it  would  very  materially  reduce  the 
cost  of  sugar. 

Mr.  Raker.  He  says  further : 

This  shows  how  the  domestic  beet-sugar  promoters  have  capitalized  the  tariff. 

Is  there  anything  in  that  ? 

Mr.   Spreckels.  Absolutely  not;   nothing  at  all.    There  is   one 

thing  certain 

Mr.  Madison  (interrupting).  Is  that  issued  by  Claus  Spreckels? 

Mr.  Raker.  Yes. 

He  says  further,  Mr.  Spreckels : 

Photographs  correcting  another  false  impression  created  by  the  promoters  of 
our  beet-sugar  industry  and  their  associates. 

A  photograph  is  shown  under  this  heading :  "  The  labor  employed 
in  the  sugar-beet  fields  of  Germany,  referred  to  in  Washington  as 
pauper  labor  of  Europe." 

On  the  other  side  are  certain  other  photographs  under  the  head- 
ing, "Foreign  labor  employed  in  our  Western  States,  which  is  re- 
ferred to  in  Washington  as  high-priced  American  labor." 

Under  several  of  those  pictures  we  find  "Japanese  labor"  and 
"Hindu  laborers." 

Mr.  Spreckels.  You  can  put  up  any  kind  of  a  story  you  want  to. 
You  go  and  get  a  lawyer  to  give  you  his  opinion  and  one  lawyer  on 
one  side  of  the  street  will  give  you  a  favorable  opinion  and  another 
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lawyer  on  the  other  side  of  the  street  will  give  an  opinion  on  the 
other  side  of  the  case. 

Mr.  Madison.  Of  course  there  is  nothing  personal  in  those  re- 
marks? "We  are  all  lawyers  on  this  committee  except  one,  who  is  a 
newspaper  man. 

Mr.  Speeckels.  Oh,  no ;  I  do  not  want  to  reflect  upon  the  lawyers 
at  all.    You  can  not  get  along  without  them. 

Mr.  Madison.  Notwithstanding  the  diversity  of  their  opinions? 

Mr.  Speeckels.  We  have  in  our  board  of  directors  a  lawyer  to 
keep  us  straight. 

Mr.  Raker.  Here  is  another  statement  made  in  this  circular : 

For  years  It  has  bepii  the  claim  of  the  promoters  of  our  domestic  beet-sugar 
industry  that  our  infamous  sugar  tarifC,  equal  to  an  ad  valorem  rate  of  78.87 
per  cent,  must  be  continued  so  as  to  protect  the  high-priced  American  laboring 
man. 

Then,  of  course,  he  states  it  is  Japanese  and  Hindu  labor. 

Mr.  Speeckels.  Yes. 

Mr.  E.AKEE.  What  do  you  think  about  that?  I  want  an  explana- 
tion of  it,  as  it  is  important  to  the  committee. 

Mr.  Speeckels.  You  say  you  want  the  tariff.  It  is  positive,  and 
we  know  positively — at  least.  Congress  does — and  the  Ways  and 
Means  Committee  knows  just  how  much  it  will  cost  to  run  the  Gov- 
ernment for  the  next  year  or  for  the  next  two  years,  and  that  we  have 
to  get  that  revenue.  Suppose  they  take  the  revenue  off  of  sugar. 
What  will  they  then  put  it  on  to  make  up  the  deficiency?  They 
have  to  get  it  somewhere,  and  if  they  take  it  off  of  sugar — I  forget 
what  it  amounts  to,  but  it  is  a  good  deal — it  has  to  be  made  up  on 
something  else.  The  revenue  on  sugar  is  more  readily  collected  than 
on  any  other  article  imported,  because  it  comes  in  very  large  amounts, 
and  it  is  very  little  trouble  and  very  little  expense  to  collect  that 
duty,  compared  with  the  revenues  collected  on  other  articles. 

Mr.  Rakee.  The  statement  that  this  tariff  is  for  the  purpose  of 
protecting  the  high-priced  laboring  man  does  not  apply  as  to  the 
sugar  industry,  does  it? 

Mr.  Speeckels.  No. 

Mr.  Rakee.  When  you  say  you  are  maintaining  the  tariff  on  sugar 
for  the  purpose  of  building  up  American  homes  and  American  man- 
hood, and  giving  them  a  sufficient  amount  of  money  that  they  may 
properly  educate  their  boys  and  girls,  it  does  not  apply  to  them,  but 
we  must  realize  that  merely  for  the  purpose  of  maintaining  the  Gov- 
ernment.   Is  not  that  a  fact? 

Mr.  Speeckels.  And  then,  I  say,  to  foster  the  industries  people  are 
trying  to  establish  and  build  up  the  country  thereby. 

Mr.  Rakee.  He  says  further : 

The  fact  that  foreign  labor  Is  employed  almost  exclusively,  both  in  the  fields 
and  factories,  is  generally  conceded. 

Mr.  Speeckels.  It  is  not  conceded,  and  I  do  not  concede  it  at 

all 

Mr.  Rakee  (interrupting).  "Carefully  concealed,"  I  meant  to  say. 
The  sentence  reads  as  follows: 

The  fact  that  foreign  labor  is  employed  almost  exclusively  both  in  the  fields 
and  factories  is  carefully  concealed. 

Mr.  Speeckels.  We  have  not  a  Jap  or  a  Hindu  .or  any  other  for- 
eign laborer,  or  any  laborer  who  might  be  termed  foreign,  employed 


AMERICAN   SUGAR   REFINING   CO.  963 

in  any  of  our  indiistry,.  other  than  in  the  field,  because  we  can  not  gef 
white  men  to  go  into  the  field,  and  the  mere  fact  these  men  will  work 
in  the  field — well,  they  furnish  the  labor  for  the  men  who  wark  in 
the  factory. 

Mr.  Rakee.  Does  he  do  any  work  in  these  factories  in  question,  the 
ones  you  have  named,  at  Hamilton  and  these  other  places  ?  Do  they 
employ  Japanese  and  Hindu  laborers  ? 

Mr.  Spreckels.  Yes. 

Mr.  Eakee.  Accompanying  the  photographs  in  this  circular  is  this 
statement: 

The  accompanying  photograps  show  liow  Japanese  and  Hindus,  who  wlir 
never  become  citizens  of  this  country,  are  employed  in  this  work. 

Mr.  Spkeckels.  Yes;  and  you  may  go  further  and  see  more.  I 
think  on  this  subject  you  are  probably  familiar  with  this  frait-' 
growing  proposition  in  California,  and  you  know  that  is  a  big  indnis- 
try.  In  that  I  doubt  whether  they  can  get  along  without  the  aid  of 
the  Japanese  labor  to  help  harvest  the  fruit.  You  know  that  to  be 
a  fact,  don't  you  ? 

Mr.  Eaker.  If  the  committee  will  allow  me,  I  would  like  to  answer 
that.  I  say  that  the  fruit  growers  and  the  men  in  California  can  get 
along  ten  times  better  without  the  Japanese  and  Chinese,  if  they 
would  keep  them  out,  instead  of  allowing  them  to  come  into  our 
country  and  drive  out  our  white  men  and  white  women,  because  we 
can  not  live  with  them.  They  will  starve  us  to  it,  and  the  white 
man  and  the  white  girl  will  not  go  into  the  field  with  the  Jap.  If  we 
would  keep  them  out  of  California,  we  would  have  white  labor  there 
or  good  foreign  labor,  Germans  and  Swiss  and  Italians,  to  do  our 
work  and  build  up  our  homes  and  make  our  schools  and  upbuild 
our  churches.    You  and  I  will  agree  on  that,  I  know. 

Mr.  Spreckels.  I  was  looking  forward  to  that. 

Mr.  Hinds.  May  I  ask  a  question  there  ? 

Mr.  Raker.  I  am  not  quite  through  on  this,  if  you  will  pardon  me. 

The  statement  has  been  made  before  this  committee  on  the  subject  of 
this  tariff  as  to  the  building  up  of  the  American  home,  and  that  it' 
is  for  the  purpose  of  keeping  the  American  working  man  profitably 
employed.  I  know  Mr.  Spreckels,  and  have  known  him  from  my 
boyhood,  and  have  often  seen  him,  but  he  does  not  remember  me, 
probably.  But  I  know  that  whatever  Mr.  Spreckels  knows  he  will 
tell  to  the  committee,  and  when  I  have  a  man  on  the  witness  stand 
who  is  fair  and  frank  and  honest,  I  want  to  go  1-ight  after  him  and 
ask  for  all  the  information  I'can  get,  because  I  know  it  will  be  given 
to  me.  That  is  what  I  want  to  do  now,  for  that  is  the  kind  of  a  man 
I  have  before  me,  Mr.  Chairman. 

This  circular,  Mr.  Spreckels,  further  says : 

In  other  States  immigration  of  Russian  and  Mexican  low-priced  iiibor  Is 
encouraged,  so  that  the  work  of  cultivating  will  be  done  at  a  minimum  cost; 
men,  women,  and  children  being  employed  in  the  field,  thus  displacing  the 
American  laboring  man. 

.  Mr.  Spreckels.  He  does  not  displace  any  American  laborer,  so 
far  as  the  beet-sugar  industry  is  concerned.  He  does  not  displace  a 
woman  or  a  child  or  a  girl  or  a  man,  so  far  as  that  is  concerned. 

Mr.  Eakee.  The  women  work  side  by  side  with  them — the  Japan- 
ese women,  I  mean? 
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Mr.  Speegkels.  Yes.  If  it  were  not  for  the  Japs,  we  could  not 
operate  our  factory. 

Mr.  Eakee.  This  is  another  statement  made  in  this  circular,  and  I 
want  to  ask  you  what  you  think  about  this : 

The  excessive  profits  made  possible  by  our  higli  sugar  tariff  are  obtained  by 
promoters  in  refining,  and  not  by  farmers  in  cultivating  sugar  beets. 

Is  there  anything  in  that? 

Mr.  SPEECKELig.  I  can  not  say.  ' 

Mr.  Eakek.  From  your  experience? 

Mr.  Spkeckels.  I  want  to  tell  you — if  you  will  excuse  me  from 
commenting  upon  this — that  this  brother  and  I  have  not  talked  for 
15  years  together.  I  hesitate  about  discussing  this  matter  of  what 
my  brother  has  said,  because  I  have  not  talked  to  him  for  a  period 
of  over  15  years. 

Mr.  Madison.  I  understand  this  is  sent  out  by  a  man  by  the  name 
of  Lowry  ? 

Mr.  Raker.  This  comes  from  the  same  place,  and  my  recollection 
is  there  was  a  letter  accompanying  this,  from  Mr.  Claus  Spreckels. 
.   Mr.  Madison.  Let  us  see  it. 

Mr.  Eakee.  I  do  hot  know  whether  I  have  it  with  me.  There  are 
two  of  these  things  he  sent  out. 

•  Mr.  Madison.  I  do  not  know  Mr.  Claus  Spreckels,  but  I  assume  he 
would  not  conceal  his  identity;  that  he  would  be  honorable  enough, 
if  he  were  attacldng  an  industry,  to  do  it  over  his  own  liame. 

Mr.  Eakee.  The  circular  says  here : 

Committee  of  wholesale  grocers,  138  Front  Street,  New  York. 

That  is  the  reason  I  am  using  it. 

Mr.  Madison.  I  am  only  interested  in  knowing  where  it  comes  from. 

Mr.  Eakee.  So  am  I. 

Mr.  Madison.  I  got  one  of  the  same,  and  it  came  from  a  man  by 
the  name  of  Lowry.  The  name  was  on  the  outside  of  the  envelope, 
and  I  understand  this  is  signed  by  Lowry,  representing  the  committee 
of  wholesale  grocers. 

Mr.  Speegkels.  It  is  put  out  in  print,  you  know,  so  it  can  be  cir- 
culated. 

Mr.  Madison.  I  just  want  to  know  what  the  evidence  is  that  Claus 
Spreckels  is  sending  out. 

Mr.  Speegkels.  Claus  Spreckels  is  the  father. 

Mr.  Madison.  Wl%at  is  the  name  of  the  younger  man  ? 

Mr.  Speegkels.  Claus  A. — Claus  Augustus. 

Mr.  Madison.  It  is  Claus  Spreckels,  but  not  the  senior? 

Mr.  Speegkels.  No;  he  is  not  Claus  Spreckels.  There  is  a  son 
named  Claus  Spreckels 

Mr.  Madison  (interrupting).  This  man's  name  is  Claus  Augustus, 
about  whom  Judge  Eaker  has  been  talking? 

Mr.  Speegkels.  Yes. 

Mr.  Eakee.  Mr.  Lowry  is  Claus  Spreckels's  sales  agent,  isn't  he  ? 

Mr.  Speegkels.  I  do  not  know  whether  he  is  or  not. 

Mr.  Eakee.  These  matters  are  general  statements  We  have  asked 
other  witnesses  a  great  many  questions  in  regard  to  this,  and  this  has 
appealed  to  me  as  very  important.  Mr.  Spreckels  has,  no  doubt,  a 
great  deal  of  knowledge  and  information.  He  can  confirm  or  deny 
these  statements,  and  then  state  the  facts  as  they  appear  to  him. 
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That  is  my  idea  in  presenting  this  circular  and  its  statements 
to  him. 

Mr.  Spreckels.  I  want  to  supplement  the  statement  as  to  that  por- 
tion of  it  in  which  I  referred  to  the  competition  we  have.  Since  the 
matter  has  been  brought  up  by  Judge  Raker,  my  memory  has  been 
somewhat  refreshed.  We  had  competition  from  C.  A.  Spreckels, 
who  this  last  year  sent  a  cargo  of  sugar  around  by  the  Horn  or  by 
the  Straits  of  Magellan  to  San  Francisco,  containing  about  6,000  tons. 
His  purpose  was  to  see  if  he  could  not  break  the  prices  on  the  Pacific 
coast.  He  did  not  break  the  prices,  and  I  Imow  that  he  dropped  not 
less  than  $75,000  on  his  venture.  We  did  not  reduce  the  price  under 
it,  either. 

Mr.  Rakek.  Here  is  another  statement  made  in  this  circular : 

This  Is  demonstrated  by  the  100  per  cent  dividend  recently  declared  by  the 
Union  Beet  Sugar  Co.,  as  reported  in  the  San  Francisco  Post  of  June  1,  1911. 

Are  you  interested  in  that  company  in  any  way  ? 

Mr.  Spreckels.  No,  sir.     May  I  look  at  that  a  moment  ? 

Mr.  Raker.  Yes.     [Handing  the  circular  to  Mr.  Spreckels.] 

Mr.  Spreckels.  I  see  they  have  worked  in  a  picture  that  is  not 
beets  at  all. 

The  Chairman.  Which  one  is  not  beets,  do  you  say  ? 

Mr.  Spreckels.  This  one  [indicating]. 

Mr.  Raker.  He  does  not  say  those  are  beets. 

Mr.  Spreckels.  No;  they  had  to  make  up  the  page  and  had  to  put 
in  something  else,  I  suppose. 

Mr.  Madison.  It  says,  under  the  picture,  "Working  on  a  western 
ranch."     It  does  not  say  whether  they  are  beets  or  not. 

Mr.  Spreckels.  No  ;  except  they  are  not  beets,  I  know. 

•Mr.  Raker.  Perhaps  this  is  a  photograph  where  they  are  raising 
strawberries.  There  was  a  Jap  who  went  into  a  little  strawberry 
patch  and  ran  all  the  Americans  out  of  the  business — churches  and 
schools,  and  everything  else.  After  the  Japanese  got  control  in  rais- 
ing the  strawberries,  they  ran  it  all.  I  think  that  is  a  picture  of  a 
strawberry  patch. 

Mr.  Spreckels.  Probably  so. 
'.   Mr.  Madison.  Strawberries  are  pretty  closely  related  to  sugar. 

Mr.  Spreckels.  They  go  together  very  nicely. 

Mr.  Raker.  Do  you  folks  have  any  understanding  at  all — that  is, 
the  western  sugar  people  and  the  Colorado  people  and  the  Utah 
people — with  the  eastern  refineries  in  regard  to  the  territory  in  which 
sugar  shall  be  sold  ? 
'  Mr.  Spreckels.  No;  absolutely  none. 

Mr.  Raker.  None  whatever? 

Mr.  Spreckels.  None  whatever. 

Mr.  Raker.  I  have  understood  that  is  controlled  practically  by 
distances  and  freight  rates. 

Mr.  Spreckels.  Yes. 

Mr.  Raker.  These  questions  I  have  been  asking  about  that  picture 
and  those  statements  were  to  get  some  light  for  the  committee  on  the 
labor  question  as  you  understand  it. 

Mr.  Spreckels.  I  understand. 

Mr.  Raker.  Have  you  any  other  statement  you  would  like  to  make 
in  regard  to  this  circular  ? 

Mr.  Spreckels.  No. 
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Mr.  Eakee.  Nothing  at  a,ll  ? 

Mr.  Speeckels.  No. 

Mr.  Eaeek.  I  believe  that  is  all,  then,  Mr.  Chairman. 

The  Chairman.  There  is  one  matter  I  would  like  to  take  up  with 
the  witness,  gentlemen,  which  I  omitted  in  the  opening  examination. 

Mr.  Spreckels,  the  California  &  Hawaiian  Sugar  Co.  was  incor- 
porated and  began  business  about  1897^  did  it  n<>t  ? 

Mr.  Speegkels.  Something  like  that,  I  telieve. 

The  Chairman.  In  1903  you  had  a  pretty  stiff  war  with  them,  did 
you  not? 

Mr.  Speegkels.  We  had  a  war  with  them.  It  was  not  much  from 
our  side. 

The  Chairman.  It  was  a  pretty  bad  war  from  their  standpoint, 
wasn't  it? 

Mr.  Speegkels.  Yes. 

The  Chaieman.  It  came  pretty  near  breaking  them? 

Mr.  Speegkels.  Yes.  I  know  as  a  fact,  from  one  of  their  stock- 
holders, that  they  lost  $600,000  in  one  year. 

The  Chairman.  That  was  some  war  for  them,  was  it  not  ? 

Mr.  Spreckels.  Yes. 

The  Chairman.  Finally,  in  1903,  after  they  had  stood  about  as 
much  as  they  could  of  that  $600,000  a  year  business,  did  you  not  make 
an  agreement  with  that  company,  the  Western  Sugar  Eefining  Co., 
by  which  they  were  to  close  down  their  business  for  a  time  ? 

Mr.  Spreckels.  No ;  I  did  not  do  that.. 

The  Chairman.  What  was  that  ? 

Mr.  Speegkels.  I  -will  be  glad  to  tell  you.  It  just  occurred  one 
day  that  a  gentleman — I  remarked  his  name  before,  Mr.  Haas — ^^who 
was  a  stockholder,  was  talking  with  me.  We  were  talking  in  hjs 
office,  and  he  said,  "  Don't  you  want  to  buy  some  shares  in  this 
refinery  ?  "  I  said,  "  No ;  I  have  all  I  want  in  sugar  stocks."  We 
continued  talking,  and,  although  I  don't  suppose  it  was  wanted  that 
I  should  know  it,  yet  he  said,  "  We  lost  $600,000  last  year."  Mr. 
McNair,  who  was  president  of  that  company,  came  to  see  me,  and  he 
said,  "  Spreckels,  these  islanders  want  to  buy  this  stock  and  buy  this 
refinery."  He  said,  "  You  had  better  go  in  and  get  some  of  the 
stock,  because  then  you  will  be  able  to  get  some  inside  information  if 
you  want  it."  I  said,  "  No ;  I  thank  you  very  much ;  I  dont  want  or 
don't  need  the  information  that  I  can  get  there.  I  am  doing  my  own 
business."  Then  it  transpired — I  forgot  who  it  was,  but'  somebody 
came  directly  from  the  refinery 

The  Chairman  (interrupting).  That  was  the  California  &  Ha- 
waiian? 

Mr.  Speegkels.  Yes — and  wanted  to  know  whether  I  would  lease 
the  refinery,  which  lease  would  carry  with  it  the  contracts  for  the 
delivery  of  the  Hawaiian  sugar,  of  which  we  were  short  at  that  time 
to  an  extent.     They  had  contracts  for  a  period  of  three  years 

The  Chairman  (interrupting).  They  had  contracts  which  they 
wanted  to  turn  over  to  you? 

Ml'.  Spreckels.  Yes ;  'they  wanted  to  get  rid  of  them,  because  at  a 
yearly  loss  of  $600,000,  if  they  continued  operating  for  three  years 
longer— and  they  had  to  do  that  to  work  up  the  sugar  they  had  con- 
tracted for— they  would  be  out  three  times  $600,000,  or  about 
$1,800,000. 
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The  Chaiemaok.  They  did  osLot  want  to  close  down  ? 

Mr.  Speeckels.  No.  I  said,  "  I  will  lease  it  with  the  proviso  that 
I  get  the  contracts."  I  took  the  lease  more  because  I  wanted  the 
sTl'gar  they  had,  because  we  were  short. 

The  Chairman.  How  much  sugar  did  you  get? 

Mr.  Speeckels.  1  think  we  got  probably  50,000  tons. 

The  Chaieman.  During  the  three  years?  ■      • 

Mr.  Speeckels.  No;  yearly. 

The  Chairman.  Fifty  thousand  tons  yearly? 

Mr.  Speeckels.  Yes. 

The  Chairman.  You  paid  for  it  just  what  they  had  agreed  to  pay? 

Mr.  Speeckels.  Yes.  As  I  explained  before,  the  factory  company 
did  not  want  to  give  us  any  sugar.  They  thought  they  would  get  to 
use  it  up. 

The  Chaieman.  Did  you  close  down  that  factory  during  the  three 
years  ? 

Mr.  Speeckels.  No;  they  closed  it  down. 

The  Chaieman.  Was  it  closed  down  after  you  made  this  contract? 

Mr.  Speeckels.  Yes.     I  simply  made  a  lease  of  it. 

The  Chairman.  What  did  you  pay  them  for  it 

Mr.  Speeckels.  I  do  not  remember;  probably  $150,000  a  year. 

The  Chairman.  You  paid  them  $150,000  a  year  ? 

Mr.  Speeckels.  I  will  not  be  positive  about  that. 

The  Chairman.  And  you  paid  for  their  sugar  at  the  market  price 
that  they  had  agreed  to  pay? 

Mr.  Spreckels.  I  virtually  took  over  the  contracts. 

The  Chairman.  You  took  their  contracts  for  raw  sugar  off  their 
hands  ? 

Mr.  Speeckels.  Yes. 

The  Chaieman.  And  paid  them  $150,000  a  year  and  closed  down 
the  property  for  three  years  ? 

Mr.  Speeckels.  Yes. 

The  Chairman.  That  happened  in  April,  1903,  did  it  not? 

Mr.  Spreckels.  I  do  not  know  the  year  it  happened ;  it  was  about 
that  time. 

The  Chairman.  From  April,  1903,  to  April,  1906  ? 

Mr.  Spreckels.  I  do  not  know  as  to  the  dates.  It  was  about  that 
period  of  time. 

The  Chairman.  During  that  time  you  had  no  competition  what- 
ever out  there,  did  you? 

Mr.  Speeckels.  Indeed  we  did. 

The  Chairman.  Except  the  beet-sugar  people? 

Mr.  Spreckels.  No  ;  we  had  competition  from  the  plantations  of 
the  islands,  and  at  that  period  we  had  more  competition  with  China 
sugar. 

The  Chairman.  Yes;  but  that  did  not  amount  to  very  much, 
did  it? 

Mr.  Spreckels.  It  affected  the  price  very  materially? 

The  Chairman.  But- it  did  not  come  in  thei-e  in  very  large  quan- 
tities—this  China  sugar? 

Mr.  Speeckels.  Oh,  yes ;  I  think  so. 

The  Chaieman-  A  thousand  tons,  I  think  you  said. 

Mr.  Spreckels.  Yes;  and  12,000  tons  dumped  onto  the  market — 
the  San  Francisco  market  is  not  the  largest  one,  when  you  take  into 
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consideration  the  entire  consumption  of  the  11  States,  which  would 
be  about  275,000  tons. 

The  Chairman.  A  thousand  tons  would  not  aflfect  that  market? 

Mr.  Spkeckels.  It  affected  the  San  Francisco  market.  The  con- 
sumption was  proportionately  less. 

The  Chairman.  I  am  speaking  of  the  whole  territory. 

Mr.  Spreckels.  They  come  in  competition  with  this  in  San  Fran- 
cisco. 

The  Chairman.  They  did  not  do  that  but  once,  did  they  ? 

Mr.  Spreckels.  Oh,  they  did  it  several  times. 

The  Chairman.  More  than  once? 

Mr.  Spreckels.  Oh,  yes. 

The  Chairman.  As  a  matter  of  fact,  what  was  the  consideration 
for  this  $150,000?  Did  you  not  pay  that  $150,000  to  keep  that  prop- 
erty idle  a  year? 

Mr.  Spreckels.  No  ;  because  we  wanted  the  sugar. 

The  Chairman.  That  was  a  tremendous  bonus  on  sugar,  wasn't  it? 

Mr.  Spreckels.  But  we  had  to  have  it. 

The  Chairman.  You  could  buy  in  the  markets  of  the  world, 
couldn't  you? 

Mr.  Spreckels.  I  could  not  get  it  as  cheaply. 

The  Chairman.  Did  it  make  $3  a  ton  difference  ? 

Mr.  Spreckels.  I  stipulated  to  buy  all  their  sugar  and  bought  it 
for  a  quarter  of  a  cent  less. 

The  Chairman.  Less  than  what  they  bought  it  for  ? 

Mr.  Spreckels.  Yes. 

The  Chairman.  Would  that  make  anything  like  $150,000  a  year? 

Mr.  Spreckels.  Figure  it  up,  and  see. 

The  Chairman.  It  would  not  make  anything  like  $150,000,  would 
it? 

Mr.  Spreckels.  I  was  glad  to  get  the  sugar,  and  they  were  glad  to 
get  the  lease 

The  Chairman  (interrupting).  You  were  glad  to  get  them  out  of 
business,  weren't  you? 

Mr.  Spreckels.  Yes;  sure. 

The  Chairman.  To  stop  them  cutting  and  slashing  and  having 
war,  and  you  did  keep  them  closed  down  for  three  years  ? 

Mr.  Spreckels.  No;  I  did  not  keep  them  closed  down.  They 
wanted  to  be  closed  down  to  save  a  big  loss  to  themselves. 

The  Chairman.  You  would  not  agree  to  take  their  raw  sugar  off 
their -hands  until  they  agreed  to  stay  closed  during  that  period  of 
three  years,  would  you? 

Mr.  Spreckels.  No;  I  would  not  accept  the  lease  unless  they  turned 
the  contracts  for  the  sugar  over  to  me. 

The  Chairman.  You  leased  it  with  the  understanding  it  was  to 
be  closed  down  during  the  period  of  the  lease? 

Mr.  Spreckels.  If  I  had  the  sugar  and  the  island  planters  had  a 
contract  with  the  American  Sugar  people,  they  could  not  get  any 
sugar.  o  J 

t\I}?  Chairman    I  know  that;  but  you  paid  them  $150,000  under 
_tnis  lease  contract,  did  you? 

Mr.  Spreckels.  For  the  refinery. 

Mr?  s?REc™:  No."""  ^""^  ^°*  ^  '°p^  °^  *^  ■*  "^^^''^^  ""'^^  y*^"  • 
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The  Chairman.  Could  you  send  us  that? 

Mr.  Speeckels.  I  do  not  know  whether  that  is  in  existence.  Lots 
of  our  papers  were  destroyed  in  the  fire. 

The  Chairman.  If  it  is  in  existence,  you  would  have  no  objection 
to.  sending  it  to  us  ? 

Mr.  Spreckels.  No;  not  at  aU. 

The  Chairman.  I  want  to  bring  your  particular  attention  to  an 
allegation  here  in  this  bill,  so  you  can  tell  me  whether  it  is  true  or 
not. 

Mr.  Spreckels.  Before  I  entered  upon  this  thing,  I  want  to  say, 
knowing  there  were  so  many  changes  in  the  law,  and  that  there  was 
the  antitrust  law,  the  Sherman  law — before  I  effected  it  I  asked  our 
attorney 

The  Chairman  (interrupting).  What  attorney? 

Mr.  Spreckels.  Our  attorney,  Mr.  Morrison. 

The  Chairman.  Whether  this  was  a  violation  of  the  Sherman  law 
or  not? 

Mr.  Spreckels.  Yes ;  and  he  said  it  was  not. 

The  Chairman.  He  advised  you  it  was  not  ? 

Mr.  Spreckels.  Yes. 

The  Chairman.  Did  you  employ  any  other  attorney  except  your 
San  Francisco  attorney  ? 

Mr.  Spreckels.  No  ;  we  only  had  the  one  lawyer — -Morrison,  Dunn 
&  Brobeck. 

The  Chairman.  Evidently  you  had  some  doubts  about  whether 
this  was  in  violation  of  the  antitrust  law  ? 

Mr.  Spreckels.  No  ;  but  I  just  wanted  to  be  sure  it  was  not. 

The  Chairman.  He  advised  you  to  go  ahead ;  that  it  was  all  right  ? 

Mr.  Spreckels.  Yes,  sir. 

The  Chairman.  The  section  of  the  bill  to  which  I  wish  to  call  your 
attention,  and  which  I  wish  to  ask  you  if  it  is  all  right,  is  as  follows: 

In  April,  1903,  John  D.  Spreckels  and  William  H.  Hannam,  both  of  whom 
were  directors  of  Western  Sugar  Refining  Co.,  caused  their  company  to  enter 
into  an  unlawful  agreement  with  California  &  Hawaiian  Sugar  Refining  Co., 
whereby  it  was  provided  that  Califdrnia  &  Hawaiian  Sugar  Refining  Co.  should, 
for  three  years  from  April,  1903,  refrain  from  importing  raw  sugar  and  from 
manufacturing -refined  sugar  from  Imported  raw  sugar,  and  from  selling,  ship- 
ping, or  distributing  throughout  the  several  States  and  Territories  of  the  United 
States  any  refined  sugar,  and  permit  Western  Sugar  Refining  Co.  to  market  or 
refine  sugar  manufactured  by  it  from  sugar  beets,  and  to  receive,  use,  and  pay 
for  all  raw  sugar  thereafter  to  arrive  from  the  Hawaiian  Islands  for  Cali- 
fornia &  Hawaiian  Sugar  Refining  Co.,  for  which  it  had  contracted  with  cer- 
tain planters,  and  Western  Sugar  Refining  Co.  was  to  pay  California  &  Ha- 
waiian Sugar  Refining  Co.  for  its  refined  sugar  sold  by  it  upon  an  agreed  basis, 
and  in  addition  to  pay  it  $200,000  each  year  of  the  agreement.  From  April, 
,3903,  to  April,  1906,  after  entering  into  this  agreement,  California  &  Hawaiian 
Sugar  Refining  Co.  closed  its  factory  and  kept  it  closed  and  refrained  from 
purchasing  any  raw  sugar  or  sugar  beets,  and  manufacturing  any  raw  sugar  or 
sugar  beets  into  refined  sugar,  and  from  selling,  shipping,  or  distributing  any 
refined  sugar  whatsoever. 

Mr.  Spreckels.  There  was  nothing  said  about  that  at  all,  and  Mr. 
Hannam  did  not  enter  into  this  at  all. 
The  Chairman.  He  was  not  a  party  to  that  agreement  ? 
Mr.  Spreckels.  He  was  not. 
The  Chairman.  You  were  the  man? 
Mr.  Spreckels.  I  was. 
The  Chairman.  And  who  for  the  other  company  ? 
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Mr.  Spreckels.  The  president  of  the  lother  oompany.. 

The  Chairman.  If  that  is  not  an  accurate  statement,  what  I  have 
just  read,  in  regard  to  that  agneemertt,  will  you  please  make  ismch  cor-- 
reetions  as  you  desire? 

Mr.  Spreckels.  I  will  make  an  effort  to  find  the  a^eemient. 

The  Chairman.  I  will  be  glad  if  you  will  do  that;  but  in  order  to 
fceep  you  from  coming  back,  suppose  you  look  over  that  allegation 
here  carefully  and  make  such  statements  of  corrections  with  refer- 
ence thereto  as  you  think  ought  to  be  made,  and  as  you  can  make,  if  it 
is  wrong  in  any  respect. 

Mr.  Spreckels.  I  think  I  testified  in  reply  to  some  query  that  you 
•put  as  to  where  this  factory  had  turned  over  its  beets  to  theOEldorado 
factory.     I  think  I  made  such  a  statement .    -  - 

The  Chairman  (interrupting).  If  you  did,  it  escaped  me. 

Mr.  Spreckels  (continuing).  Because  they  wanted  to  get  out  of 
business.     They  sustained  a  loss,  a  big  loss 

The  Chairman.  Just  look  at  that  statement  in  the  petition  which 
I  hand  you. 

Mr.  Spreckels.  Mr.  Hannam  had  nothing  to  do  with  it.  It  was 
between  Mr.  Griffith  and  myself. 

The  Chairman.  He  is  one  of  the  directors? 

Mr.  Spreckels.  Yes. 

The  Chairman.  Who  is  Mr.  Hannam  ? 

Mr.  Spreckels.  He  is  secretary  of  the  Western  Sugar  Refining  Co, 

The  Chairman.  He  was  then  and  is  now  secretary  ? 

Mr.  Spreckels.  Yes.  I  do  not  know  anything  about  these  allega- 
tions. It  was  a  straight  proposition,  simply  that  I  leased  the  refin- 
ery, and  there  was  nothing  else  to  it  except  ]ust  to  turn  the  contracts 
that  they  had  with  island  planters  over  to  us,  because  w«  needed  the 
sugar;  and  if  it  had  not  been  for  th«  fact  we  wanted  the  sugar  and 
it  was  advantageous  for  us  to  have  it,  I  would  never  for  a  moment 
have  considered  the  lease. 

The  Chairman.  Why  did  you  not  just  buy  their  contract  without 
leasing  the  property  ? 

Mr.  Spreckels.  I  do  not  know.    That  is  the  way  it  was  presented 

to  me,  and  I  submitted  it  to  our  attorney,  and  he  said 

_  The  Chairman  (interrupting).  I  am  not  now  going  into  any  ques- 
tion of  discussion  as  to  whether  it  was  legal  or  whether  your  attorney 
was  right  or  wrong  in  the  advice  he  gave  you ;  but  why  was  it  not 
sufficient  for  you  to  use  their  contract  for  raw  sugar,  to  merely  buy 
their  contracts  without  the  leasing? 

Mr.  Spreckels.  They  wanted  to  drive  a  little  harder  bargain. 

The  Chairman.  Did  you  pay  them  $200,000  a  year? 

Mr.  Spreckels.  I  think  it  was  $1:50,000  a  year ;  I  would  not  be 
sure,  as  I  am  not 

The  Chairman  (interrupting).  It  might  have  been  $200,000? 

Mr.  Spreckels.  It  might,  but  I  think  it  was  $150,000. 

The  Chairman.  After  you  leased  their  property,  as  you  now  put 
it^-or  as  you  have  always  put  it,  I  presume,  for  that  matter — after 
you  leased  their  property,  as  you  put  it,  did  you  close  down  that 
plant  ? 

Mr.  Spreckels.  We  did  not  close  it  down ;  they  closed  it  down. 

The  Chairman.  If  you  leased  it,  were  you  not,  as  lessee,  entitled 
to  possession  and  control  ? 
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Mr.  Speeckels.  No;  indeed.  They  knew  we  were  shy  of  sugar, 
and 

The  Chairman  (interrupting).  It  was  closed  down,  was  it  not, 
after  you  leased  it  ? 

Mr.  Spkeckels.  Yes;  they  would  have  been  infinitely  worse  off 
if  they  had  continued  it  afterwards. 

The  Chairman.  It  was  closed  down  ? 

Mr.  Speeckels.  Yes. 

The  Chairman.  And  you  were  lessee  at  the  time  it  was  closed 
down  ? 

Mr.  Speeckels.  Yes. 

The  Chaieman.  Therefore  you  must  have  closed  it  down  after 
you  got  the  lease  ? 

Mr.  Spreckels.  No  ;  after  we  leased  it,  they  had  no  further  use 
for  it,  because  they  had  no  sugar. 

The  Chairman.  And,  besides,  you  had  control  of  the  property^ 
had  you  not  ? 

Mr.  Speeckels.  Part  of  the  property,  yes.  They  reserved  some 
wharves  and 

The  Chairman  (interrupting).  I  mean  the  actual  refinery. 

Mr.  Speeckels.  The  refinery  was  one  that  was  a  converted  flour 
mill,  and  it  was  poorly  arranged,  a  poorly  constructed  refinery.  It 
was  not  a  refinery,  really.  Since  then,  they  have  added  to  it  and 
got  modern  machinery,  and  they  can  compete  with  us  because  they 
have  a  refinery  that  will  do  the  work  equally  as  cheap  as  ours. 

The  Chairman.  Is  it  not  a  fact  that  after  you  entered  into  this 
agreement,  the  president  of  this  refining  company,  the  California 
&  Hawaiian  Refining  Co.,  agreed  for  a  period  of  three  years  after 
you  became  the  lessee  of  this  refinery  you  kept  that  refinery  closed  ? 

Mr.  Speeckels.  Yes. 

The  Chairman.  That  is  a  fact? 

Mr.  Speeckels.  That  is  a  fact;  yes. 

Mr.  Campbell.  Will  you  ask  whether,  Mr.  Chairman,  in  the  reser- 
vations in  the  lease  there  was  any  reservation  under  that  lease  for 
use  of  the  refinery  by  the  lessor? 

The  Chairman.  Was  there,  Mr.  Spreckels? 

Mr.  Spreckels.  Yes ;  that  was  one  of  the  conditions.  In  the  event 
of  anything  happening  to  our  own  refinery,  then  we  were, privileged 
to  enter  into  their  property  and  use  it. 

The  Chairman.  You  have  gone  into  the  terms  of  the  contract 
somewhat;  see  if  you  remember  this:  Was  it  not  the  understanding 
that  unless  a  contingency  like  that  should  happen  it  should  be  kept 
closed  ? 

Mr.  Speeckels.  It  was  to  be  kept  closed ;  yes. 

The  Chaieman.  That  was  in  the  contract? 

Mr.  Speeckels.  Yes;  but  we  were  to  have  the  privilege  of  using 
it 

The  Chaieman  (interrupting).  If  an  emergency  came? 

Mr.  Speeckels.  Yes;  if  an  emergency  came. 

The  Chairman.  So  if  your  property  had  been  destroyed  by  fire  or 
earthquake,  then  you  could  use  that  property? 

Mr.  Speeckels.  Yes. 

,    99220— No.  12—11 4 
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The  Chairman.  And  outside  of  that  it  was  to  stay  closed?  Was 
not  that  the  agreement? 

Mr.  Speeckels.  Yes. 

Mr.  Campbell.  Mr.  Chairman,  will  you  ask  whether  Mr.  Spreckels 
remembers  whether  or  not  there  was  any  reservation  in  that  lease 
to  the  lessor  to  use  that  refinery  for  the  purpose  of  manufacturing 
beet  sugar  or  any  other  kind  of  sugar  ? 

The  Chairman.  I  will  be  glad  to  have  him  answer  that. 

Mr.  Speeckels.  I  am  glad  you  asked  the  question,  because  one's 
memory  occasionally  must  be  refreshed. 

The  Chairman.  Is  there  any  other  statement  you  want  to  make 
about  that  contract,  Mr.  Spreckels? 

Mr.  Speeckels.  They  hav«  a  refinery  that  was  operating  both  cane 
and  beet  sugar.  They  had  some  land  and  they  had  a  lot  of  beets, 
and  one  of  the  privileges  they  reserved  was  that  the  refinery  -could 
be  used  for  the  purpose  of  manufacturing  beets,  and  they  did — - 

The  Chairman  (interrupting).  Their  own  beets? 

Mr.  Spreckels.  Their  own  beets ;  and  they  did  operate  it. 

The  Chairman.  But  not  for  general  beet  purposes,  except  to 
manufacture  their  own? 

Mr.  Spreckels.  No  ;  they  raised  beets  and  part  of  the  refinery  was 
so  adapted  they  could  use  it  for  a  beet  factory,  and  they  had  used 
it  for  a  beet  factory. 

The  Chairman.  The  reservation  made  for  the  lessor  was  that  they 
could  use  that  part  of  the  refinery  that  would  make  beet  sugar  to 
make  their  own  beets  into  sugar? 

Mr.  Spreckels.  Yes. 

The  Chairman.  Was  that  the  proposition  during  those  three 
years? 

Mr.  Spreckels.  Yes. 

The  Chairman.  That  was  the  only  reservation  the  lessor  made? 

Mr.  Spreckels.  Yes — no ;  there  was  another  reservation.  The  res- 
ervation was  they  were  to  have  the  use  of  the  wharves.  It  was  a 
flour  mill,  and  they  had  a  large  warehouse  on  piles. 

The  Chairman.  And  they  were  to  use  the  wharves  in  connection 
with  their  flour  business? 

Mr.  Spreckels.  Yes ;  and  with  their  beet  business. 

Mr.  Douglas  Campbell.  Mr.  Chairman,  may  I  suggest  we  would 
prefer  to  put  in  this  lease,  if  it  can  be  found — to  put  the  lease  itself 
in  evidence? 

The  Chairman.  We  would  like  very  much  to  see  it  if  we  can  get  it. 

Mr.  Eaker.  Don't  you  really  think  it  was  burned? 

Mr.  Speeckels.  A  lot  of  papers  were  destroyed. 

Mr.  Eaker.  They  were  in  the  earthquake,  and  practically  every- 
body's papers  were  destroyed  in  San  Francisco. 

The  Chairman.  Were  those  papers  in  your  San  Francisco  office? 

Mr.  Spreckels.  Yes. 

The  Chairman.  Of  course  you  do  not  know,  unless  your  attention 
has  been  recently  directed  to  them,  whether  you  can  produce  them 
or  not? 

Mr.  Spreckels.  No  ;  I  could  not  say.  If  they  are  in  existence  I 
will  be  glad  to  send  them  to  you. 

The  Chairman.  When  you  go  back  you  can  send  a  copy  of  the  con- 
tract to  us  if  you  find  it. 
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Mr.  Spkeckels.  Yes;  I  will  not  object  to  sending  that  to  you. 

The  Chairman.  What  was  the  name  of  this  lawyer  who  advised 
you  this  was  not  a  violation  of  the  Sherman  law  ? 

Mr.  Spreckles.  A.  F.  Morrison,  of  the  firm  of  Morrison,  Dunn  & 
Brobeck. 

Mr.  Madison.  I  want  to  ask  a  question  along  that  line,  Mr.  Chair- 
man. 

Are  we  to  understand,  Mr.  Spreckels,  that  the  substance  of  this 
lease  was  to  this  effect,  that  they  leased  to  you  their  refinery  and  all 
its  appurtenances  for  a  period  of  three  years,  except  that  they  re- 
served the  right  to  operate  that  portion  of  the  refinery  which  was 
adapted  to  the  manufacture  of  beet  sugar? 

Mr.  Spreckels.  Yes;  that  is  right. 

Mr.  Madison.  That  is  the  substance  of  it  ? 

Mr.  Spreckels.  Yes. 

The  Chairman.  Further,  was  this  reservation  as  to  beet  sugar  con- 
lined  to  the  beets  produced  by  the  California  &  Hawaiian  Co.,  or 
could  they  take  other  beets? 

Mr.  Spreckels.  Anybody  that  wanted  to  raise  beets — they  were 
only  too  glad  to  get  their  beets  from  the  farmers,  if  the  farmers  were 
willing  to  raise  them.  The  more  they  raised  the  more  they  could 
operate  and  the  more  they  could  cut  and  the  cheaper  the  manufacture 
of  sugar  would  be. 

Mr.  Madison.  We  are  to  understand,  then,  that  the  reservation  as 
to  th«  beet-sugar  portion  of  the  factory  was  a  complete  reservation — 
that  they  had  a  right  to  use  it  for  the  manufacture  of  sugar  beets  the 
same  as  if  the  lease  had  not  been  made? 

Mr.  Spreckels.  Yes;  exactly 

Mr.  Madison.  Did  the  lease  upon  its  face  express  the  condition  that 
the  refinery  should  be  closed  for  three  years  ? 

Mr.  Spreckels.  No. 

Mr.  Madison.  Or  was  it  merely  a  regular  lease — I  am  simply  ask- 
ing you  as  to  the  facts.  Was  it  simply  an  ordinary  lease  upon  its 
face  which,  of  course,  would  give  you  a  right  to  close  it  down  ?  What 
is  the  fact  about  that? 

Mr.  Spreckels.  It  was  simply  an  ordinary  lease,  and  it  terminated 
at  the  end  of  three  years  without  any  agreement  that  they  should 
close,  because  they  were  going  to  operate  it  as  a  beet  factory,  and  they 
continued  for  I  don't  know  how  long,  and  I  think  it  is  yet  used  as  a 
beet  factory. 

Mr.  Madison.  Then  they  operated  as  a  beet  factory  for  some  por- 
tion of  the  time? 

Mr.  Spreckels.  Yes. 

Mr.  Madison.  Was  there  any  agreement  to  the  effect  that  this  was 
to  remain  closed,  but  that  in  the  event  your  factory  was  not  available, 
you  could  go  in  and  use  it?  Was  that  the  way  the  condition  was 
expressed  ? 

Mr.  Spreckels.  No;  I  do  not  think  anything  at  all  was  said  about 
that.  It  was  an  out  and  out  lease,  with  a  stipulation  that  if  anything 
should  occur  to  our  own  refinery,  we  could  enter  theirs  and  melt  our 
sugars  and  manufacture  sugar  there. 

Mr.  Madison.  But  you  could  only  enter  there  in  the  event  your  fac- 
tory was  out  of  commission? 
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Mr.  Spreokels.  That  is  the  only  time  we  want  to  use  it,  because 
ours  operated  so  much  cheaper. 

Mr.  Madison.  Was  that  written  into  the  lease,  the  fact  that  you 
might  go  in  there  and  use  it  in  the  event  you 

Mr.  Sphecicels  (interrupting).  I  think  that  was  one  of  the  con- 
ditions of  the  lease. 

Mr.  Madison.  During  the  time  your  factory  was  available  then, 
of  course,  you  could  not  use  theirs  ? 

Mr.  Speeckels.  We  did  not  want  to. 

Mr.  Madison.  Was  that  written  in  the  lease  ?  In  other  words,  did 
you,  under  that  lease,  have  the  right,  assuming  that  factory  to  be 
capable  of  operation,  to  have  gone  in  there  at  any  time,  if  you 
you  obtained  a  supply  of  sugar  and  needed  the  factory,  and  operated 
It? 

Mr.  Speeckels.  Absolutely;  yes. 

Mr.  Madison.  Absolutely? 

Mr.  Speeckels.  Yes. 

Mr.  Madison.  Could  you  have  shut  down  tha.t  factory  of  yours, 
your  own  factory,  under  that  lease  and  gone  over  and  operated  the 
other  one? 

Mr.  Speeckels.  We  could,  yes;  but  we  never  thought  of  that 
contingency. 

Mr.  Madison.  I  am  not  asking  as  to  the  question  of  which  was  best 
for  you  to  do,  but  whether,  under  the  terms  of  the  lease,  you  could 
have  done  so. 

Mr.  Speeckels.  We  could  have  done  so. 

Mr.  Madison.  I  think  it  is  important  for  you,  and  important  for 
this  committee  and  for  this  matter  generally,  that  that  lease,  or  a 
copy  of  it,  should  be  obtained. 

Mr.  Speeckels.  I  will  gladly  furnish  it,  if  I  can. 

Mr.  Madison.  I  do  not  mean  to  send  us  a  copy 

Mr.  Raker  (interrupting).  I  think  it  is  just  as  improbable  as  for 
Mr.  Spreckels  to  fly  to  California,  that  he  has  it.  I  have  been  in 
court  a  number  of  times  and  heard  matters  of  this  sort  presented, 
and  it  seems  practically  all  the  papers  have  been  destroyed  by  the 
fire.  That  is  the  reason  I  suggested  our  making  an  examination  of 
Mr.  Spreckels  about  it  at  this  time. 

Don't  you  think  they  are  burned,  Mr.  Campbell? 

Mr.  Campbell.  Yes;  probably. 

Mr.  Rakee.  Mr.  Morrison  had  their  offices  in  the  last  story  of 
the  Crocker  Building,  and  I  was  with  that  firm  afterwards  on  some 
other  matter,  and  they  said  practically  all  of  their  papers  were 
destroyed. 

Mr.  Maujy.  If  he  can  not  find  it,  he  can  not  produce  it,  of  course. 

Mr.  Madison.  Was  it  put  on  record?    Was  it  recorded? 

Mr.  Speeckels.  I  think  likely  it  was  recorded;  yes. 

Mr.  Madison.  Those  records  were  not  destroyed,  were  they? 

Mr.  Speeckels.  Oh,  yes;  every  one.  They  had  to  pass  a  special 
act  of  the  legislature  permitting  the  restoration  of  deeds  to  the 
properties. 

Mr.  Rakee.  Let  me  suggest  one  thing,  Mr.  Madison.  Mr. 
Spreckels's  building  did  not  go  down,  and  it  may  be  the  vault  in  that 
building  was  not  destroyed. 
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Mr.  Speeckels.  Pardon  me,  you  are  referring  to  the  Call  Build- 
ing, and  our  offices  were  not  in  that  building.  We  were  down  on 
Tremont  and  Market. 

Mr.  Rakee.  Did  you  not  have  your  papers  in  a  vault  in  the  Call 
Building  ? 

Mr.  Speeckels.  No,  sir. 

Mr.  Rakee.  I  thought  he  might  not  have  had  his  office  injured 
by  the  fire. 

The  Chaieman.  Gentlemen,  the  hour  for  recess  has  arrived,  and 
we  will  -take  a  recess  at  this  time  until  half  past  2,  at  which  time 
we  will  resume  the  examination  of  Mr.  Spreckels. 

(Thereupon  at  1  o'clock  p.  m.  a  recess  was  taken  until  2.30  o'clock 
p.  m.) 

aetee  eecess. 

The  committee  reconvened  at  2.30  o'clock  p.  m.,  pursuant  to  the 
taking  of  recess. 

TESTIMONY  OF  JOHN  D.  SPRECKELS— Continued. 

Mr.  Madison.  Mr.  Spreckels,  you  stated  that  you  had  leased  the 
California  &  Hawaiian  Sugar  Refining  Co.'s  plant  for  three  years? 

Mr.  Speeckels.  Yes. 

Mr.  Madison.  And  actually  took  charge  of  it  and  operated  it  for 
three  years  from  April,  1903 — ^that  is,  actually  took  charge  of  it  ? 

Mr.  Speeckels.  Yes. 

Mr.  Madison.  But  did  not  operate  it.  Now,  I  understand  from 
the  examination  made  by  our  chairman  that  the  reason  for  the  mak- 
ing of  this  lease  arose  out  of  a  sugar  war.  When  did  that  sugar 
war  begin  ? 

Mr.  Speeckels.  Well,  I  could  hardly  call  it  a  sugar  war  at  all, 
because  it  was  simply  a  question  of  our  superior  methods  and  better 
machinery  that  made  it  possible  for  us  to  manufacture  at  a  much 
less  price  than  they  could,  and  consequently  it  was  only  a  question  of 
time  when  they  had  to  give  up,  because  we  had  so  many  advantages 
over  them,  and  while  we  were  operating  at  a  price  on  which  we  were 
making  a  profit  they  would  be  sustaining  a  loss. 

Mr.  Madison.  When  did  they  start  up ;  what  year  ?  ■ 

Mr.  Speeckels.  I  do  not  remember  that. 

Mr.  Madison.  Just  give  it  approximately  ? 

Mr.  Speeckels.  I  do  not  know.     I  think,  in  1903  or  1906  or  1907. 

Mr.  Madison.  This  lease  ran  from  1903  to  1906. 

Mr.  Speeckels.  Yes ;  I  said  about  that. 

Mr.  Madison.  How  many  years  had  they  run  previous  to  the  time 
that  you  folks  made  this  lease  ? 

Mr.  Speeckels.  I  really  do  not  know.  I  could  not  tell  you  that, 
offhand. 

Mr.  Madison.  Several  years,  had  they  not? 

Mr.  Speeckels.  I  suppose  probably  two  or  three  years.  I  will  not 
be  positive  about  that.  It  may  be  they  ran  only  one  year  and  maybe 
they  ran  three  years  or  mabe  they  ran  five.  I  am  not  in  position  to 
answer  that  definitely. 

Mr.  Madison.  At  the  time  that  they  started,  how  many  cane-sugar 
refineries  were  there  on  the  coast  ? 


976  AMEEICAN   SUGAR  REFINING   CO. 

Mr.  Speeckels.  On  the  coast?     There  were  three  at  that  time.' ' 

Mr.  Madison.  Including  theirs? 

Mr.  Speeckels.  Yes.  There  had  been  two  more  prior  to  that^the 
San  Francisco  and  the  Pacific— and  then  one,  I  think  it  was  called 
the  Golden  Gate,  but  they  went  out  of  business  long  before  the 
Crockett  started. 

Mr.  Madison.  At  the  time  the  Crockett  people  started,  how  many 
sugar  refineries  were  there  on  the  coast  ? 

Mr.  Speeckels.  I  think  there  were  three. 

Mr.  Madison.  Yes.     One  was  the  Western  Sugar  Refining  Co.  ? 

Mr.    Speeckels.  No,   sir.     You    are   speaking   now    of   refineries 
proper  ? 
-    Mr.  Madison.  Yes. 

Mr.  Speeckels.  There  were  the  California  and  the  American. 

Mr.  Madison.  Then  theirs  made  the. third? 

Mr.  Speeckels.  That  made  the  third ;  yes,  sir. 

Mr.  Madison.  The  California  and  the  American,  of  course,  were 
consolidated  under  the  Western  Sugar  Refining  Co.? 

Mr.  Speeckels.  Yes. 

Mr.  Madison.  So  that  you  had  no  competition  on  the  coast  at  the 
time  that  these  people  started  up,  except  the  California  &  Ha- 
waiian Co.? 

Mr.  Speeckels.  Oh,  we  had  competition ;  certainly. 

Mr.  Madison.  No;  I  mean  so  far  as  refineries  actually  located  on 
the  coast  were  concerned. 

Mr.  Speeckels.  They  did  not  enter  into  the  competition.  We  did 
not  look  upon  them  as  much  of  competitors  at  that  time  because  they 
did  not  have  the  facilities  to  compete  with  anybody.  As  I  stated 
before,  the  parties  who  started  the  refinery  were  in  the  flour  business, 
and  this  was  a  flouring  mill,  and  they  could  not  make  that  pay,  and 
so  they  converted  it  into  a  sugar  refinery,  and  they  operated  it.  To 
show  you  that  they  must  have  worked  under  expensive  methods  they 
had  no  water  supply  there,  and  a  good  water  supply  is  very  essential 
to  a  refinery,  and  they  had  to  haul  the  water  to  use  in  the  refinery 
from  50  to  60  miles  up  the  river  in  barges.  They  took  the  water  out 
of  the  river  and  then  towed  the  barges  down.  That  is  rather  an 
expensive  thing.  Then  they  had  antiquated  machinery.  They  had 
what  you  might  call  a  makeshift  refinery.  It  was  not  one  thing  or 
another.    It  was  not  a  flour  mill  nor  was  it  a  sugar  refinery. 

Mr.  Madison.  But  the  fact  is  that  at  the  time  they  started  up 
there  were  no  other  sugar  refineries  on  the  coast  except  your  refineries 
and  theirs?    Noti,  that  can  be  answered  by  yes  or  no. 

Mr.  Speeckels.  You  say  there  was  none  on  the  coast.  There  was 
one  refinery  up  in  Vancouver,  British  Columbia. 

Mr,  Madison.  When  I  refer  to  the  "  coast ''  I  iflean  the  Pacific 
coast  of  the  United  States. 

Mr.  Speeckels.  There  was  no  other  than  those  mentioned. 

Mr.  Madison.  Very  well.  And  of  those  you  were  only  operating 
the  California  plant? 

Mr.  Speeckels.  Yes. 

Mr.  Madison.  The  American  plant  was  shut  down  ?  These  gentle- 
men tried  to  convert  an  old  flour  mill  into  a  refinery  and  carry  their 
water  for  20  miles,  or  such  a  matter? 

Mr.  Speeckels.  Yes. 
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Mr.  Madison.  With  which  to  operate  their  plant? 

Mr.  Spkeokels.  Yes. 

Mr.  Madison.  And  they  tried  to  operate  it?  They  did  actually 
refine  sugar,  did  they  not? 

Mr.  Speeckels.  Yes. 

Mr.  Madison.  And  put  it  on  the  market  and  sold  it  ? 

Mr.  Speeckels.  Yes.    Of  course  they  did  not 

Mr.  Madison.  Please  just  answer  my  questions  for  a  while,  and 
then  I  will  give  you  plenty  of  opportunity  to  explain. 

Mr.  Speeckels.  But  something  might  slip  my  memory. 

Mr.  Madison.  I  do  not  want  to  deprive  you  of  that  opportunity. 

Mr.  Speeckels.  Yes. 

Mr.  Madison.  They  actually  sold  whatever  sugar  they  refined  in 
the  open  market,  in  competition  with  yours? 

Mr.  Speeckels.  Yes. 

Mr.  Madison.  They  had  some  pretty  strong  men  back  of  them,  did 
they  not? 

Mr.  Speeckels.  No. 

Mr.  Madison.  At  that  time  they  did  not? 

Mr.  Speeckels.  No  ;  at  that  time  they  did  not. 

Mr.  Madison.  All  right.  However,  you  did  not  welcome  with  any 
particular  joy  the  presence  of  their  refinery  there,  did  you  ? 

Mr.  Speeckels.  Oh,  it  did  not  bother  us  much. 

Mr.  Madison.  I  do  not  think  it  did.  But,  as  a  matter  of  fact,  now, 
is  it  not  true  that  you  began  to  compete  with  them  and  to  put  down 
the  price  of  your  sugar  some  after  they  went  into  the  business? 

Mr.  Speeckels.  I  am  not  prepared  to  answer  that  question,  whether 
we  put  the  price  up  or  down  or  whether  the  prices  remained  station- 
ary.    I  could  not  say  that  at  this  time. 

Mr.  Madison.  Can  you  6t  find  out  for  us? 

Mr.  Speeckels.  I  will  endeavor  to.     I  think  I  can. 

Mr.  Madison.  I  am  informed,  as  a  matter  of  history  in  connection 
with  the  sugar-refining  business  in  California,  that  you  folks  actu- 
ally entered  into  something  of  a  sugar  war  with  those  people.  In 
other  words,  you  began  to  sell  your  sugar  a  little  bit  lower,  and  rather 
to  disparage  the  presence  of  this  refinery? 

Mr.  Speeckels.  Yes. 

Mr.  Madison.  If  that  is  not  true,  just  state  it. 

Mr.  Speeckels.  I  can  answer  the  question  only  in  the  way  that  I 
did  before — that  I  have  not  at  present  the  knowledge  to  definitely 
answer  your  question  as  to  whether  we  reduced  the  price  or  raised 
it,  or  what  we  did  with  it  at  the  time. 

Mr.  Madison.  Yes.  Well,  is  it  not,  as  a  matter  of  fact,  your  recol- 
lection  - 

Mr.  Speeckels.  And  we  have  had 

Mr.  Madison  (continuing).  That  you  entered  into  a  competition 

with  them,  rather  with  the  idea  of  disparaging  them 

Mr.  Speeckels.  No;  I  will  tell  you.  _ 

Mr.  Madison  (continuing).  And  their  presence  there? 

Mr.  Speeckels.  I  will  tell  you.  They  entered  into  a  competition 
with  us. 

Mr.  Madison.  Yes. 

Mr.  Speeckels.  At  that  time  we  had  an  operating  refinery,  and 
they,  as  others  did  prior  to  their  entering  the  sugar  business,  said. 
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"  Well,  Spreckels  is  making  some  money,  and  we  will  get  in  there 
and  divide  some  of  his  profit  with  him.  He  has  got  a  good  thing, 
and  we  will  break  in."  And  that  is  not  only  the  case  with  sugar, 
but  any  industry  that  men  have  developed  and  built  up.  Another 
fellow  says,  "I  will  go  in  and  get  a  piece  of  that  myself."  That  is 
human  nature,  and  that  is  natural  for  them  to  do  that. 

Mr.  Madison.  They  entered  into  competition  with  you? 

Mr.  Speeckels.  Yes,  they  entered  into  competition  with  us.  If 
they  did  not  want  to  get  hurt,  they  did  not  have  to  do  it. 

Mr.  Madison.  Yes. 

Mr.  Spreckels.  And  if  they  made  a  mistake  in  entering  the  busi- 
ness, and  instead  of  making,  they  lost,  that  was  their  affair. 

Mr.  Madison.  I  like  for  you  to  talk  right  that  way.  Some  of  the 
things  that  have  struck  me  rather  peculiarly,  and  I  think  some  of  the 
rest  of  us  here,  have  been  that  men  have  been  asking  us  to  believe 
the  unnatural  things  that  are  out  of  the  ordinary.  I  like  to  account 
for  things  upon  natural  principles  and  rules. 

Mr.  Spreckels.  Yes. 

Mr.  Madison.  Upon  the  principles  that  move  men  and  that  actuate 
their  motives. 

Mr.  Spreckels.  Yes. 

Mr.  Madison.  And  now  we  are  getting  right  down  to  the  proper 
basis.  These  fellows  got  in  because  they  saw  there  was  an  oppor- 
tunity there  to  make  money;  and  when  persons  are  in  an  industry 
and  are  making  lots  of  money,  it  is  an  invitation  to  others  to  get 
in,  in  a  sense? 

Mr.  Spreckels.  Yes. 

Mr.  Madison.  And  these  fellows  got  in  and  got  to  competing  with 
you  and  got  hurt  in  the  process ;  that  is  a  fact,  is  it  not  ? 

Mr.  Spreckels.  Yes. 

Mr.  Madison.  You  followed  the  natural  disposition  of  men  who 
are  being  fought,  and  fought  back,  did  you  not? 

Mr.  Spreckels.  Why,  sure. 

Mr.  Madison.  I  thought  so ;  and  you  proceeded  to  put  your  sugar 
down  to  meet  them? 

Mr.  Spreckels.  I  am  not  prepared  to  say  that. 

Mr.  Madison.  And  to  put  it  down  whatever  was  necessary? 

Mr.  Spreckels.  I  did  not  think  that  was  at  all  necessary. 

Mr.  Madison.  You  did  not? 

Mr.  Spreckels.  No,  sir;  for  the  reason  I  have  stated,  that  they 
had  a  make-shift  refinery,  and  could  not  compete  with  us. 

Mr.  Madison.  How  much  sugar  did  they  turn  out? 

Mr.  Spreckels.  At  that  time  the  factory  was  rather  small.  They 
have  since  increased  their  capacity  very  materially. 

Mr.  Madison.  Yes;  but  how  much  sugar  did  they  actually  turn 
out? 

Mr.  Spreckels.  I  do  not  know.     They  did  not  turn  out  very  much. 

Mr.  Madison.  Enough  so  that  they  lost  $600,000  in  a  year  ? 

Mr.  Spreckels.  Yes ;  but  they  lost  a  large  portion  of  that  because 
they  were  in  the  beet-sugar  business  besides. 

Mr.  Madison.  They  lost  it  in  the  beet-sugar  business? 

Mr.  Spreckels.  No;  they  lost  it  in  both. 

Mr.  Madison.  They  lost  it  in  both? 

Mr.  Spreckels.  Oh,  yes ;  of  course  I  do  not  know  how  much  they 
lost  in  the  beet  and  how  much  they  lost  in  the  cane. 
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Mr.  Madison.  They  were  competing  with  you  in  both  lines,  because 
you  were  in  both  beet  and  cane? 

Mr.  Speeckels.  Yes ;  they  wanted  to  get  in  the  same  line  of  busi- 
ness, and  they  did. 

Mr.  Madison.  Then  they  finally  came  to  you  and  proposed  to  you 
to  lease  their  plant  to  you,  and  for  you  to  take  over  their  Hawaiian 
contracts,  and  you  did  it? 
■   Mr.  Speeckels.  Yes. 

Mr.  Madison.  And  you  paid  them  so  much  a  year  for  the  lease  of 
their  plant,  which  you  permitted  to  remain  idle  during  that  three 
years  ? 

Mr.  Speeckels.  Yes. 

Mr.  Madison.  So  far  as  you  were  concerned ;  and  you  went  ahead 
and  sold  your  sugar.  Now,  I  will  ask  you  if,  as  a  matter  of  fact, 
the  prices  in  the  immediate  territory  in  which  you  and  these  men 
were  selling  sugar  did  not  increase — I  mean  the  prices  of  refined 
sugar — after  you  made  this  lease  and  took  possession  of  their  prop- 
erty ? 

Mr.  Speeckels.  My  belief  is  that  they  did  not,  and  for  this  rea- 
son— ^that  it  was  not  necessary,  because  in  the  turning  over  they  had 
a  large  stock  of  refined  sugar  on  hand  which  they  could  not  sell  and 
had  difficulty  in  disposing  of,  and  I  bought  their  sugar  at  a  quarter 
of  a  cent  below  the  market  rate.  We  had  a  profit.  As  I  stated 
before,  whfether  we  raised  the  price  or  lowered  it  or  not,  I  do  not 
know. 

Mr.  Madison.  Can  you  find  out  ? 

Mr.  Speeckels.  I  do  not  know. 

Mr.  Madison.  I  wish  you  would  find  out  and  let  us  know  whether 
you  raised  it  or  lowered  it. 

Mr.  SPEECitELS.  Very  well,  if  I  can. 

Mr.  Madison.  This  lease  lasted  for  the  period  of  three  years? 

Mr.  Speeckels.  Yes. 

Mr.  Madison.  At  the  end  of  three  years  you  turned  the  plant  back 
to  them? 

Mr.  Speeckels.  Yes. 

Mr.  Madison.  What  did  they  do  then? 

Mr.  Speeckels.  Then  it  came  into  new  hands.  It  then  got  into  the 
hands  of  the  factory  known  as  the  Factor  Co.  and  the  Hawaiian 
planters,  and  they  practically  rebuilt  and  reconstructed  it  and  added 
to  the  size  of  the  building  and  made  a  much  better  and  a  real  refinery 
of  it,  which  it  was  not  before. 

Mr.  Madison.  Is  it  a  fact,  then,  that  the  men  who  made  the  lease 
to  you  were  not  the  men  who  are  now  running  the  company  ? 

Mr.  Speeckels.  Not  wholly. 

Mr.  Madisoij.  Is  it  not  a  fact  that  it  was  an  association  of  Ha- 
waiian planters  that  attempted  to  start  this  factory  at  San  Fran- 
cisco ? 

Mr.  Speeckels.  No ;  the  factory  was  started  by  a  Mr.  McNeir,  who 
owned  the  flour  mill,  and  he  had  one  on  the  opposite  side  of  the 
Straits,  known  as  the  Star  Mill;  and  they  never  started  a  wheel  in 
this  new  flour  mill  that  they  erected,  and  they  had  the  building  on 
their  hands  and  they  had  to  do  something  with  it,  and  the  thought 
struck  them  to  put  it  into  a  sugar  refinery,  and  they  might  make  that 
pay  if  they  made  it  a  beet  factory,  and  they  did. 
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Mr.  Madison.  Did  they  not  ally  with  themselves  a  number  of  the 
Hawaiian  planters  ? 

Mr.  Speeckels.  Some  of  them  became  interested;  and,  as  I  have 
testified  before,  Mr.  McNeir  at  that  time  offered  me  some  of  his 
stock,  and  so  did  Mr.  Hart,  a  merchant.  He  said,  "  You  ought  to 
have  this  stock,  because  the  planters  want  it,  and  you  ought  to  have 
this  stock  so  that  you  can  get  in  on  the  inside  and  examine  the  books 
and  see  what  they  are  doing,  and  it  will  be  a  big  advantage  to  you  "; 
and  I  said  I  did  not  need  that. 

Mr.  Madison.  Was  that  at  the  time  of  that  lease  or  previous? 

Mr.  Spkeokels.  Previous  to  that  time. 

Mr.  Madison.  Previous  to  that  time? 

Mr.  Seeeckels.  Yes. 

Mr.  Madison.  At  the  time  they  started  the  refinery  ? 

Mr.  Speeckels.  No;  after  they  had  been  operating.  As  I  said, 
they  sustained  a  loss  for  one  year 

Mr.  Madison.  What  name  did  they  give  their  company  at  the  be- 
ginning? 

Mr.  Speeckels.  I  think  they  called  it  the  Crockett  Refinery. 

Mr.  Madison.  When  was  that  changed  to  the  California  &  Ha- 
waiian Sugar  Refining  Co.? 

Mr.  Speeckels.  I  am  not  prepared  to  answer  that.  Those  records 
can  be  had. 

Mr.  Madison.  Anyhow,  there  was  a  change  of  ownership  after  the 
lease  expired? 

Mr.  Speeckels.  Yes. 

Mr.  Madison.  There  was  a  new  crowd  came  into  control  of  the 
corporation  ? 

Mr.  Speeckels.  Yes. 

Mr.  Madison.  That  is  true,  is  it? 

Mr.  Speeckels.  Yes. 

Mr.  Madison.  Who  were  these  parties  that  came  into  control  at 
that  time? 

Mr.  Speeckels.  I  say  it  was  the  Factor  Co. 

Mr.  Madison.  The  Factor's  Co.? 

Mr.  Speeckels.  No ;  the  Factor  Co.,  of  the  Hawaiian  Islands. 

Mr.  Madison.  Are  they  the  sam^  people  who  are  in  the  control 
to-day  ? 

Mr.  Speeckels.  Yes. 

Mr.  _  Madison.  And  it  is  composed  largely  of  an  association  of 
Hawaiian  sugar  planters? 

Mr.  Speeckels.  Yes. 

Mr.  Madison.  Who  send  their  sugar  over  there  and  refine  it  and 
put  it  on  the  market  in  this  country? 

Mr.  Speeckels.  Yes. 

Mr.  Madison.  That  is  the  situation? 

Mr.  Speeckels.  Yes. 

Mr.  Madison.  You  turned  the  plant  back,  of  course,  to  the  gentle- 
men who  had  leased  it  to  you  ? 

Mr.  Speeckels.  Yes. 

Mr.  Madison.  And  then  the  new  management  took  control  ? 

Mr.  Speeckels.  Yes ;  that  is  my  recollection  of  it. 

Mr.  Madison.  The  game  man  was  president,  or  is  president  to-day, 
who  was  president  at  the  time  this  lease  was  made? 
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Mr.  Speeckels.  Yes;  that  is  Mr.  Eithet. 

__Mr.  Madison.  Then,  so  far  as  the  president  is  concerned,  the  head 
o±  that  corporation  is  the  same  man  to-day  who  was  president  at  the 
time  that  the  lease  was  made? 

Mr.  Speeckels.  There  is  the  same  president. 

Mr.  Madison.  The  same  president  ? 

Mr.  Spkeckels.  Yes. 

Mr. Madison.  What  is  his  name,  again? 

Mr.  Speeckels.  Mr.  Rithet. 

Mr.  Madison.  To  what  capacity  did  they  increase  that  plant? 

Mr.  Speeckels.  I  think  to  a  capacity  of  about  700  tons.  I  think 
that  is  the  capacity. 

Mr. Madison.  Aiid  yours  is  about  800  tons? 

Mr.  Speeckels.  Eight  hundred  tons.  Ours  is  a  little  bit  larger 
than  theirs. 

Mr.  Madison.  But  not  a  great  deal  ? 

Mr.  Speeckels.  But  not  a  great  deal. 

Mr.  Madison.  Now,  there  has  been  no  sugar  war  since  that  time, 
has  there  ? 

Mr.  Speeckels.  No  ;  no  sugar  war.  There  has  been  cutting  of 
prices. 

Mr. Madison.  Yes;  but  only  when  there  would  happen  to  be  a 
plethora  of  sugar,  too  much  on  hand,  or  something  of  that  kind? 

Mr.  Speeckels.  No. 

Mr.  Madison.  By  this  plant  or  the  other,  is  not  that  true? 

Mr.  Speeckels.  No;  we  had  quite  a  number  of  competitors.  The 
quantity  that  we  manufactured  and  turned  out  is  practically  only 
about  one-third  of  the  whole. 

Mr.  Madison.  How  is  that? 

Mr.  Speeckels.  The  quantity  that  we  turned  out  is  about  one-third 
of  the  whole  product. 

Mr.  Madison.  Whom  do  you  mean  by  "  we  "  ? 

Mr.  Speeckels.  I  mean  the  Western  Sugar  Refining  Co. 

Mr.  Madison.  Then  the  other  partj?^  turns  out  another  one-third,  do 
they  not  ? 

Mr.  Speeckels.  Yes. 

Mr.  Madison.  If  you  turn  out  one-third  of  the  whole  and  their 
capacity  is  the  same  as  yours,  and  they  turn  out  another  one-third? 

Mr.  Speeckels.  Yes ;  and  there  is  the  Honolulu  Plantation ;  and 
they  turn  out  sugar;  and  then  there  are  the  beet  factories. 

Mr.  Madison.  Which  only  go  onto  the  market  at  a  certain  time  of 
the  year  ? 

Mr.  Spiieckels.  No ;  we  have  beet  sugar  on  the  market  the  entire 
year. 

Mr.  Madison.  I  would  like  to  ask  you  to  give  me  any  instance 
since  the  time  of  the  expiration  of  that  lease  when  there  has  been  any 
considerable  difference  in  the  prices  that  were  quoted  by  you  and  by 
the  California-Hawaiian  Sugar  Refining  Co.  ? 

Mr.  Speeckels.  If  there  was  a  difference  it  only  existed  for  a  short 
time. 

Mr.  Madison.  Yes ;  that  is  it. 

Mr.  Speeckels.  Because,  as  I  said,  if  we  put  the  price  down  they 
would  have  to  follow.  That  was  natural.  They  would  have  to  hold 
on  to  their  sugar,  or  keep  it,  and  they  did  not  want  to  do  that ;  and  if 
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we  advanced  the  price  sometimes  they  took  the  lead,  and  if  they  had 
a  surplus  of  sugar  they  would  go  down  in  the  market  and  offer  it  to 
merchants  at  10  points  below,  and  we  would  have  to  meet  it  or  we 
would  be  storing  up  our  sugar,  which  we  did  not  want  to  do. 

Mr.  Madison.  Did  you  ever  lower  the  price  at  any  time  when  you 
have  gone  out  into  the  markets  and  deliberately  made  a  lovsrer  price 
than  the  California  &  Hawaiian  people  ? 

Mr.  Speeckels.  Yes;  we  have  frequently  done  that,  and  they  took 
the  initiative. 

Mr.  Madison.  But  you  took  the  initiative  in  a  matter  of  that  kind 
when  you  happened  to  have  an  extraordinarily  large  amount  of 
sugar  at  the  time  there  was  a  necessity  for  pushing  it  off— at  that 
particular  time? 

Mr.  Speeckels.  Not  alone  that.  I  said  the  Honolulu  Plantation 
would  come  in  with  a  cargo  of  sugar,  and  they  would  offer  a  cut  rate, 
and  we  would  have  to  meet  it. 

Mr.  Madison.  But  the  general  level  of  prices  was  fixed  by  the 
New  York  price  of  sugar,  was  it  not? 

Mr.  Speeckels.  Yes. 

Mr.  Madison.  And  the  difference  above  or  below  would  be  very 
slight  at  any  one  time? 

Mr.  Speeckels.  I  do  not  know.  We  have  been  below  the  New 
York  market  on  account  of  this  competition. 

Mr.  Madison.  But  as  a  general  proposition,  taking  it  one  time  with 
another,  your  prices  have  ruled  slightly  higher  on  the  Pacific  coast 
than  they  have  been  at  New  York? 

Mr.  Speeckels.  Yes;  they  have. 

Mr.  Madison.  That  being  caused  by  your  difference  in  labor  cost? 

Mr.  Speeckels.  Yes. 

Mr.  Madison.  I  am  from  the  West,  and  I  can  appreciate  your 
reason  in  that  respect.  I  know,  as  a  matter  of  fact,  while  I  am  not 
as  far  west  as  you  are,  that  everything  rules  higher  in  the  West  than 
in  the  East,  not  alone  labor,  but  anything  you  might  go  out  and  buy, 
anywhere.  The  cost  of  living,  and  everything  that  your  men  buy 
and  that  you  buy,  and  everything  that  goes  into  your  plant,  costs 
you  more  than  it  does  in  New  York.     That  is  a  fact,  is  it  not  ? 

Mr.  Speeckels.  Yes. 

Mr.  Madison.  Prices  have  ruled  higher  there  in  California  ever 
since  California  was  settled. 

Mr.  Speeckels.  Yes. 

Mr.  Madison.  Higher  than  they  have  ruled  in  New  York,  have 
they  not? 

Mr.  Speeckels.  Yes. 

Mr.  Madison.  That  being  caused  by  the  cost  of  transportation? 

Mr.  Speeckels.  Yes ;  we  have  to  get  from  New  York  our  supplies. 
For  instance,  take  the  one  article  of  bone  black. 

Mr.  Madison.  To  a  general  extent  that  is  true.  My  colleague, 
Mr.  Malby,  wants  to  know  what  bone  black  is. 

Mr.  Malby.  I  have  heard  a  good  deal  about  it,  but  I  do  not  know 
what  it  is. 

Mr.  Speeckels.  It  is  animal  charcoal.  It  is  bone  burned  and 
crushed  up  into  about  the  size  of  a  split  pea.  That  is  used  for  the 
clarification  of  the  sugar,  or  the  decolorization.  Bone  black  is  com- 
posed of  minute  cells  which  take  up  the  impurities  and  also  the 
coloring  matter  in  the  sugar. 
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Mr.  Malby.  What  do  you  say  it  is  made  of? 

Mr.  Spreckels.  It  is  made  out  of  animal  bone.  It  is  subjected  to 
ai  heat  of  about  700  or  800  degrees  Fahrenheit. 

Mr.  Malby.  I  have  heard  it  mentioned,  but  I  did  not  know  what 
it  was. 

Mr.  Madison.  Now,  do  you  undertake  to  say  to  us,  under  oath,  at 
this  time  that,  as  a  matter  of  "fact,  there  is  no  understanding  of  any 
bind,  expressed  or  implied 

Mr.  Spreckels.  Or  written. 

Mr.  Madison  (continuing).  Direct  or  remote 

Mr.  Spreckels.  Yes. 

Mr.  Madison  (continuing) .  Between  you  and  the  California  &  Ha- 
waiian Sugar  Refining  Co.  or  other  people  engaged  in  the  production 
of  refined  sugar  on  the  Pacific  coast,  in  regard  to  the  price  of  sugar? 

Mr.  Spreckels.  Yes ;  I  unhesitatingly  say  it,  under  oath,  now. 

Mr.  Madison.  Yes.  You  say  to  us  in  the  same  way  that  there  is  no 
understanding  of  any  kind,  shape,  or  form  with  regard  to  the  man- 
agement or  conduct  of  your  business? 

Mr.  Spreckels.  Absolutely. 

Mr.  Madison.  And  that  there  is  actual,  unrestricted,  free,  open 
competition  between  you  and  the  other  people  who  are  engaged  in 
the  sale  of  refined  sugar  there  on  the  coast? 

Mr.  Spreckles.  Yes;  absolutely. 

Mr.  Madison.  And  that  condition  has  existed  since  the  time  that 
this  lease  expired  ? 

Mr.  Spreckels.  Yes,  and  before  that,  even. 

Mr.  Madison.  There  was  at  one  time  a  war  between  you  and  the 
American  Sugar  Eefining  Co.? 

Mr.  Spreckels.  Yes. 

Mr.  Madison.  Away  back  in  1891  ? 

Mr.  Spreckels.  Yes;  in  1890  or  1891. 

Mr.  Madison.  Who  started  that  war? 

Mr.  Spreckels.  I  do  not  know  who  started  it,  but  it  was  started 
by  one  or  the  other.  It  is  possible  that  we  took  the  initiative.  That 
refinery  had  been  closed  up  and  had  not  been  operated  until  the 
American  Sugar  Refining  Co.  purchased  it,  and  then  they  started 
operating  it. 

Mr.  Madison.  When  Claus  Spreckels  met  Henry  O.  Havemeyer  in 
contest,  it  was  the  contest  of  Greek  against  Greek,  was  it  not? 

Mr.  Spreckels.  Well,  I  do  not  know.    It  was  a  fight;  yes. 

Mr.  Madison.  It  was  a  fight? 

Mr.  Spreckels.  Yes;  sure. 

Mr.  Madison.  And  it  was  a  fight  between  two  masterful  men  ? 

Mr.  Spreckels.  Yes. 

Mr.  Madison.  Your  father  was  a  strong,  masterful  man? 

Mr.  Spreckels.  Yes,  indeed;  he  was. 

Mr.  Madison.  He  had  been  in  the  sugar  business  for  a  great  many 

years  ? 
Mr.  Spreckels.  Since  1863.  ^ 

Mr.  Madison.  He  had  dominated  the  sugar  business  to  a  large  de- 
gree on  the  Pacific  coast  in  the  old  days  ? 
^  Mr.  Spreckels.  Yes. 

Mr.  Madison.  He  was  to  the  Pacific  Coast,  to  a  large  degree,  what 
Henry  O.  Havemeyer  was  to  the  Atlantic? 
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Mr.  Speeckels.  Yes. 

Mr.  Madison.  Back  in  the  old  days,  that  we  can  talk  about  now 
with  perfect  safety  because  the  statute  of  limitations  has  run? 

Mr.  Eakee.  And  they  are  both  dead. 

Mr.  Madison.  The  statute  of  limitations  has  run. 

Mr.  Speeckels.  Yes.  Well,  I  do  not  care  about  that.  I  am  satis- 
fied the  business  was  conducted  in  a  'way  that  I  think  was  strictly 
legal.  It  was  conducted  in  a  lawful  way,  and  we  aim  to  carry  on  our 
business  in  that  way. 

Mr.  Madison.  What  is  that? 

Mr.  Speeckels.  I  say  we  aim  to  carry  on  our  business  in  that  man- 
ner. 

Mr.  Madison.  Yes;  and  there  was  a  contest  then  waged  between 
your  father  on  one  side  and  Henry  O.  Havemeyer  on  the  other? 

Mr.  Speeckels.  Yes;  and  that  fight  culminated  in  Philadelphia. 
Of  course,  to  make  an  equal  fight  of  it  we  had  to  get  on  their  ground. 

Mr.  Madison.  Yes.  Now  I  see  the  unfolding  of  the  story.  Your 
father  saw  that  it  would  be  an  unequal  combat  if  Havemeyer  could 
concentrate  all  his  forces  on  him  on  the  Pacific  coast? 

Mr.  Speeckels.  Yes. 

Mr.  Madison.  And  immediately  he  proceeded  to  invade  the  en- 
emy's country  by  going  over  to  Philadelphia  and  building  one  of  the 
finest  refineries  ever  put  up  in  the  country ;  is  not  that  true  ? 

Mr.  Speeckels.  That  is  true. 

Mr.  Madison.  And  then  the  war  went  on? 

Mr.  Speeckels.  Yes. 

Mr.  Madison.  As  a  matter  of  history  and  interest,  who  was  it  who 
first  threw  up  his  hands? 

Mr.  Speeckels.  I  do  not  know;  I  think  they  did,  because  their 
losses  were  greater.  They  had  a  greater  number  of  refineries  than 
we  had.  As  I  say,  the  little  man  could  make  the  competition  to 
injure  a  big  man  more.  If  the  little  man  puts  the  prices  off  or  wants 
to  fight,  he  can  do  more  injury  to  the  big  man  than  he  will  do  to 
himself;  so  that  they  got  down  to  their  senses  at  last  and  said, 
"What  is  the  use  of  fighting?  We  are  both  losing  money."  Then 
they  found  that  they  could  be  helpful  to  us  in  the  beet  business,  and 
they  said  they  would  like  to  become  interested  with  us,  and  they  did. 

Mr.  Madison.  Now,  will  you  kindly  tell  to  the  committee  the  story 
of  the  meeting  of  the  two  men  ? 

Mr.  Speeckels.  I  could  not  tell  that,  because  I  was  not  present  at 
the  meeting. 

Mr.  Madison.  I  know  that,  but  as  a  matter  of  history,  do  you  not 
know  where  they  met  and  from  whom  the  first  proposal  came? 

Mr.  Speeckels.  It  has  been  so  many  years  ago  that  I  do  not  re- 
member. I  knoAv  that  they  got  together,"  and  I  think  it  was  in  Phila- 
delphia. 

Mr.  Madison.  Your  father  and  Henry  O.  Havemeyer? 

Mr.  Speeckels.  No;  I  think  it  was  Searles. 

Mr.  Madison.  Mr.  Searles  and  your  father? 

Mr.  Speeckels.  Searles  and  my  father,  I  think,  were  the  ones. 

Mr.  Madison.  Searles,  as  the  representative  of  Henry  O.  Have- 
meyer ? 

Mr.  Speeckels.  Yes ;  I  think  he  was  the  secretary  of  the  company. 
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_   Mr.  Madison.  At  that  time  they  were  proposing  not  alone  to  take 
in  your  company's  plant  in  Philadelphia,  but  also  to  consolidate  all 

the  plants  that  went  in ■ 

Mr.  Campbell.  If  the  witness  knows  about  these  things 


Mr.  Madison.  I  am  not  asking  the  witness  for  anything  he  does 
notknow.  I_  want  to  say  to  the  gentleman  that  this  is  an  investi- 
gating committee,  and  we  are  not  bound  by  the  rules  of  evidence, 
and  we  may  often  ask  for  hearsay  testimony,  because  it  may  suggest 
to  us  other  witnesses  who  may  know  the  facts  and  can  testify  at 
first  hand.  We  are  not  going  to  make  up  any  conclusions  upon 
hearsay  testimony,  but  you  can  see  at  once  how  a  man  like  Mr. 
Spreckels,  who  has  been  so  intimately  connected  with  these  matters, 
in  the  relation  of  his  story  may  give  us  a  string  that  we  may  after- 
wards follow  up  to  the  ultimate  fact. 

Mr.  Campbell.  My  only  idea  is  that  it  should  appear  that  he  is 
testifying  not  of  his  personal  knowledge;  that  he  was  not  actually 
there  and  did  not  know  about  it. 

Mr.  Madison.  Certainly;  that  is  perfectly  proper,  and  we  under- 
stand that  he  was  not  personally  present  at  the  time. 

Mr.  Spreckels.  Yes. 

Mr.  Madison.  But,  as  a  matter  of  history,  it  is  true  that  at  the 
time  they  combined  all  of  the  Philadelphia  factories  under  the  pro- 
tecting wing  of  the  American  Sugar  Refining  Co.  ? 

Mr.  Speeckels.  My  recollection  is  that  that  had  already  been 
effected;  that  they  did  it  sometime  before. 

Mr.  Madison.  I  think,  as  a  matter  of  fact,  that  it  was  a  part  of  the 
same  transaction. 

Mr.  Spreckels.  No,  indeed ;  it  was  not.    It  was  subsequent 

Mr.  Madison.  That  your  father  came  in?  I  think  it  is  true  that 
he  came  in  in  the  latter  part. 

Mr.  Spreckels.  Yes. 

Mr.  Madison.  But  they  all  came  in  about  March,  1902,  as  I  under- 
stand. 

Mr.  Spreckels.  Oh,  no. 

Mr.  Madison.  But  we  will  try  to  find  out  what  the  real  fact  is 
about  that  matter.  Now,  you  folks  permitted  the  American  Sugar 
Refining  Co.  in  the  East—in  Philadelphia — to  first  obtain  about 
$2,250,000  of  your  plant— that  is,  in  stock? 

Mr.  Spreckels.  Yes. 

Mr.  Madison.  But  later  sold  all  the  stock  to  the  American  Sugar 
Refining  Co.? 

Mr.  Spreckels.  Yes. 

Mr.  Madison.  So  that,  as  a  matter  of  fact,  they  later  came  into 
the  control  of  that  entire  plant? 

Mr.  Spreckels.  Yes. 

Mr.  Madison.  That  is  true,  is  it  not? 

Mr.  Spreckels.  Yes. 

Mr.  Madison.  And  in  the  West  you  settled  the  controversy  by 
organizing  the  Western  Sugar  Refining  Co.,  which  leased  the  plants 
of  the  Havemeyers  and  of  the  Spreckels  ? 

Mr.  Spreckels.  Yes. 

Mr.  Madison.  You  closed  down  the  American  plant  and  ran  yours  ? 

Mr.  Spreckels.  Yes. 
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Mr.  Madison.  And  after  that  time,  of  course,  there  was  no  longer 
any  more  war  or  competition  between  the  two  masterful  men— ^ 
Havemeyer  and  Spreckels? 

Mr.  Spreckels.  No  ;  but  there  was  other  competition,  as  I  have 
stated  before. 

Mr.  Madison.  No  ;  but  I  am  saying  that  so  far  as  those  two  masterr 
ful  men  were  concerned,  who  were  really  the  kings  of  the  sugar 
business  in  this  country,  after  that  time  there  was  no  longer  any  war 
between  them? 

Mr.  Spreckels.  Between  them;  no. 
Mr.  Madison.  Yes. 

Mr.  Spreckels.  Because  they  became  partners,  and  they  helped  us 
in  the  construction — that  is,  furnishing  the  capital  for  the  building — 
of  this  big  factory  at  Spreckels,  and  which  we  could  not  have  built 
except  for  their  aid. 

Mr.  Madison.  What  year  was  that?    What  year  was  it  that  they 
went  into  the  beet-sugar  business  with  you? 
Mr.  Spreckels.  What  time? 
Mr.  Madison.  At  Spreckels? 

Mr.  Spreckels.  I  do  not  know.    I  think  it  was  in  1895  or  in  1897. 
Mr.  Madison.  According  to  the  chairman,  it  was  in  1897,  after 
the  passage  of  the  Dingley  Act.     It  was  about  then  ? 
Mr.  Spreckels.  Yes. 

Mr.  Madison.  Then  these  two  men  went  to  work  and  combined 
their  capital  and  put  up  the  largest  beet-sugar  factory  in  all  the 
world  ? 

Mr.  Spreckels.  Yes. 

Mr.  Madison.  There  is  none  like  it  in  this  country  or  in  Europe? 
Mr.  Spreckels.  No,  sir. 

Mr.  Madison.  And  to-day,  as  I  understand  it,  that  is  a  magnifi- 
cent success? 
Mr.  Spreckels.  Yes. 

Mr.  Madison.  And  you  are  turning  out  a  vast  amount  of  sugar 
there,  each  year? 

Mr.  Spreckels.  If  it  would  interest  you  to  know,  we  turn  out 
over  30,000  tons  there  a  year. 

Mr.  Madison.  Well,  I  am.  glad  of  it.  I  wish  it  was  more.  It  is 
a  great  industry. 

Mr.  Spreckels.  Yes ;  and  it  can  be  made  more  if  the  people  could 
be  sure,  you  know,  that  the  tariff  and  everything  would  remain  in 
statu  quo;  because  the  theory  is  that  a  change  may  take  place  that 
would  wipe  out  the  whole  enterprise. 

Mr.  Madison.  Let  us  get  right  down  to  the  nub  of  the  whole 
proposition. 

Mr.  Spreckels.  Yes. 

Mr.  ilADisoN.  I  am  a  Eepublican  and  protectionist — a  moderate 
one.  I  assume  that  my  friend  Mr.  Malby,  here,  would  strike  out 
the  word  "  moderate,"  perhaps.  I  assume  that  this  country,  not- 
withstanding some  little  spasmodic  disposition  the  other  way  last 
year,  is  in  fact  attached  to,  and  that  the  permanent  policy  of  the 
country  will  be  that  of  a  fair  protection  to  American  industries. 
But  the  principle  of  protection  is  to  be  called  into  play  only  for  the 
purpose  of  building  up  an  industry  that  can  ultimately  stand  on  its 
feet? 
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Mr.  Spreckels.  Yes. 

Mr.  Madison.  The  xVmerican  people  are  going  to  ask  this  question; 
Will  it  be  fair  and  right  to  always  tax  ourselves  for  the  benefit  of  an 
industry  that  can  ultimately  produce  approximately  the  sugar  that 
the  American  people  can  consume? 

Mr.  Spreckels.  Yes. 

Mr.  Madison.  I  would  just  like  to  hear  from  you,  in  as  much  as  it 
has  been  gone  into  here,  as  to  what  your  belief  is,  from  experience, 
and  not  as  a  question  merely  of  personal  opinion,  as  to  the  ability  of 
the  beet-sugar  industry,  reasonably  protected  and  fostered  by  the 
Government,  to  ultimately  furnish  the  sugar  that  the  American 
people  will  consume  ?     That  is  the  nub  of  the  whole  business. 

Mr.  Spreckels.  Yes.  Well,  answering  that  question,  I  will  state 
that,  in  my  opinion,  California,  if  it  had  the  protection  as  it  has  it  to- 
day, and  the  people  could  be  assured  of  the  continuance  of  that  for 
a  period  of  25  years,  so  that  a  man  could,  in  that  period  of  time,  work 
out  his  capital  again,  would  have  industries  spring  up  there,  beet  fac- 
tories would  be  built  there  that  would  be  able  to  produce  sufficient 
sugar  to  supply  the  United  States.  I  think  California  alone  could 
do  it. 

Mr.  Madison.  Well,  and  at  what  price? 

Mr.  Spreckels.  I  say,  with  the  tariff  remaining  as  it  is  to-day. 

Mr.  Madison.  I  know,  but 

Mr.  Spreckels.  I  will  be  frank  with  you;  I  think  that  the  large 
factories — those  built  on  a  large  scale — probably  could  stand  a  slight 
reduction;  not  a  great  deal.  But  a  slight  reduction  would  mean  the 
destruction  of  a  good  many  factories  now  existing. 

Mr.  Madison.  Do  you  mean  factories  that  are  not 

Mr.  Spreckels.  Not  well  equipped. 

Mr.  Madison  (continuing).  Well  managed? 

Mr.  Spreckels.  Not  well  managed,  and  also  not  of  an  adequate 
capacity.  You  can  readily  see  that  a  man  manufacturing  a  thou- 
sand tons  can  do  it  cheaper  than  a  man  manufacturing  500. 

Mr.  Malbt.  It  is  a  question  of  economics. 

Mr.  Spreckels.  He  has  got  to  have  the  same  superintendent  and 
all  the  high-priced  men.  He  has  got  to  have  the  same  chemists  as  a 
large  factory  has,  and  in  the  same  number,  and,  of  course,  those 
things  increase  the  cost  per  unit  of  his  output. 

Mr.  Madison.  Are  there  economies  now  being  practiced  in  the 
beet-sugar  industry  that  are  tending  to  cheapen  the  cost  of  produc- 
tion, and  ultimately  the  cost  to  the  consumer? 

Mr.  Spreckels.  I  can  just  state  that  when  we  first  started  with 
our  beet  factory  in  Salinas,  we  operated  that  for  many  and  many  a 
year  before  we  got  it  perfected,  and  by  experience  learned  things  we 
did  not  know  before ;  and  we  have  got  it  now  so  that  it  will  pay. 

Mr.  Madisqn.  So  that,  as  a  matter  of  fact,  there  is  improvement  in 
the  machinery  ? 

Mr.  Spreckels.  Oh,  yes.  Since  the  building  of  the  refinery  we 
have  added  what  was  not  at  that  time  known  what  is  known  as  the 
Ste£Pens  process,  by  which  we  could  obtain  out  of  the  molasses  a 
quantity  of  sugar  that  formerly  went  to  waste.  We  got  better  ex- 
traction than  we  got  before. 
99220— No.  12—11 5 
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Mr.  Madison.  Yes.    Are  your  farmers  under  your  direction  and 
supervision  increasing  the  amount  of  saccharine  matter  in  the  beet? 
Mr.  Spkeckels.  No;  that  does  not  depend  upon  the  farmer. 

Mr.  Madison.  I  say,  are  not  the  farmers  increasing  the  amount  of 
saccharine  matter  in  the  beet? 

Mr.  Spreckels.  It  depends  on  getting  sufficient  sunlight,  and 
so  on. 

Mr.  Madison.  Are  they  doing  that  under  your  direction? 

Mr.  Spreckels.  We  are  educating  the  farmers.  We  had  a  tract 
of  land  of  10,000  acres  which  for  three  or  four  years  we  put  into 
beets,  and  the  results  obtained  were  highly  unsatisfactory.  The  beets 
got  diseased.  We  could  not  operate  them.  Instead  of  sugar,  they 
were  turning  into  woody  fiber,  and  it  made  the  cost  of  operating  in 
the  factories  much  more  than  it  would  be  on  well-grown  beets.  The 
land  was  good.  We  could  not  understand  why  it  was.  Then  we  pro- 
cured from  the  University  of  California,  from  the  agricultural  de- 
partment there,  three  or  four  young  students,  graduates,  and  we  put 
them  on  a  tract  of  land  of  about  5  or  10  acres  and  established  an 
experiment  station  where  they  carefully  noted  the  planting  of  the 
beets.  They  got  the  analyses  of  the  soil,  the  quantity  of  water  that 
was  in  it,  and  they  kept  a  daily  record  of  the  progress,  and  deter- 
mined from  that  the  proper  period  of  the  year  and  the  conditions 
under  which  the  beets  should  be  planted,  and  I  thing  last  year  we 
raised  2,000  acres  of  beets  on  a  farm  that  we  thought  none  could  be 
raised  on. 

Mr.  Madison.  Did  you  ever  investigate  the  beet-sugar  industry 
abroad  ? 

Mr.  Spreckels.  No.  When  I  was  a  young  man  I  went  into  a  beet 
factory  there.  That  was  when  I  was  a  student  at  the  Polytechnic 
School  in  Hanover.  I  was  then  about  the  age  of  18.  I  visited  a 
sugar  mill  there  ostensibly  for  the  purpose  of  demonstrating  the  use 
of  a  patent  that  my  father  had  gotten  in  the  manufacture  of  sugar 
by  a  new  process,  and  that  was  by  the  elimination  of  the  old  process 
of  molds,  and  which  was  a  slow  process  and  would  probably  require 
a  month  to  put  the  raw  sugar  into  hard  sugar,  and  by  the  other 
process  we  could  do  it  in  24  hours ;  and  in  demonstrating  that  to  the 
owners  of  that  factory  I  acquired  a  little  bit  of  knowledge  of  things. 

Mr.  Madison.  You  have  traveled  over  Germany  and  France? 

Mr.  Spreckels.  Not  in  France.  I  never  visited  ia  factory  in 
France. 

Mr.  Madison.  Have  you  traveled  over  Germany? 

Mr.  Spreckels.  Yes;  I  have. 

Mr.  Madison.  And  studied  the  industry  somewhat? 

Mr.  Spreckels.  No ;  it  was  confined  to  this  one  factory. 

Mr.  Madison.  Have  you  been  over  the  country  among  the  farmers 
and  people  who  raise  beets,  and  so  forth  ? 

Mr.  Spreckels.  No;  I  have  not. 

Mr.  Madison.  Do  you  know,  generally,  the  conditions  there  in  that 
country,  from  reading  or  otherwise? 

Mr.  Spreckels.  Yes,  sir;  I  have  kept  posted  on  what  was  being 
done. 

Mr.  Madison.  Germany,  with  her  50,000,000  people,  is  producing 
from  sugar  beets  all  the  sugar  that  the  Germans  use? 

Mr.  Spreckels.  Yes. 
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Mr.  Madison.  And  a  vast  amount  for  export? 

Mr.  Spkeckels.  Yes. 

Mr.  Madison.  Is  there  any  reason  why  this  country  could  not  do 
that  as  to  our  country  ? 

Mr.  Speeckels.  I  suppose  they  thought  it  a  wise  policy;  and  yet 
you  know  Germany  is  giving  a  big  bounty  for  every  pound  of  sugar 
that  is  raised  there,  and  that  bounty  was  given  to  us'  here  for  two 
years,  and  then  taken  away. 

Mr.  Madison.  It  was  government-fostered  there? 

Mr.  Spreckels.  It  is  to-day. 

Mr.  Madison.  Is  it  government-fostered  in  Italy? 

Mr.  Speeckels.  That  I  do  not  know. 

Mr.  Madison.  In  France? 

Mr.  Spkeckels.  I  think  in  France  it  is ;  and  in  Eussia  also. 

Mr.  Madison.  And  in  Austria-Hungary? 

Mr.  Speeckels.  Yes;  and  I  think  in  Russia,  too;  in  all  those 
countries. 

Mr.  Madison.  In  Russia,  too? 

Mr.  Speeckels.  Yes;  Russia  is  quite  a  beet-producing  country. 
Take  what  occurred  in  Europe.  I  remember  when  I  was  a  young 
man  and  went  there  to  see  sugar  refining  there,  they  manufactured 
sugar  out  of  cane.  There  is  no  cane-sugar  meTnufactory  in  existence 
there  to-day.  England  had  quite  a  number  of  cane-sugar  factories, 
and  they  have  none  to-day ;  because  Germany  now,  under  the  foster- 
ing that  was  given  to  the  manufacture  by  the  Government,  is  enabled 
to  ship  beet  sugar  into  England.  They  ship  it  even  to  the  Uniffed 
States ;  of  course,  in.  a  raw  state. 

Mr.  Madison.  You  said  that  your  brother,  Claus  Augustus — gen- 
erally called  Gus  Spreckels,  is  he  not 

Mr.  Speeckels.  Yes. 

Mr.  Madison  (continuing).  Is  in  favor — and  it  is  so  disclosed  by 
his  testimony  before  the  "Ways  and  Means  Committee — of  free  trade 
in  sugar,  I  think? 

Mr.  Spreckels.  Yes. 

Mr.  Madison.  Taking  off  all  duties.  You  are  both  in  the  beet- 
sugar  and  cane-sugar  business? 

Mr.  Speeckels.  No  ;  he  is  not  interested 

Mr.  Madison.  No  ;  I  say  you  are  in  both? 

Mr.  Speeckels.  Yes.  .  . 

Mr.  Madison.  So  that  you  have  an  opportunity  to  view  the  matter 
from  the  standpoint  of  both  industries? 

Mr.  Speeckels.  Yes.  .  . 

Mr  Madison.  Since  the  matter  has  been  gone  into,  and  it  is  only 
incidental  to  our  inquiry,  I  will  ask  you  to  kindly  tell  us  from  your 
experience  what  would  be  the  effect  with  regard  to  prices— I  am  not 
speaking  about  the  matter  of  the  industry  only  as  the  same  may  be 
incidental  to  the  answering  of  the  question— to  the  consumer  if  we 
were  to-day  to  take  off  all  duty  on  sugar? 

Mr  Spreckels  I  do  not  think  the  consumer  would  be  affected 
thereby  at  all,  because  it  is  the  fellow  that  raises  the  sugar  that  is 
going  to  say,  "  I  will  keep  that  money  myself."  He  will  simply 
raise  th*  price  of  his  sugar  up  to  equal  the  sugar  laid  down  duty 
naid  As  I  remarked  before,  I  said,  "  They  will  get  the  money,  and 
the  consumer  here  will  pay  the  same  price  for  his  sugar;"  because 
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when  sugar  came  in  free  from  Hawaii  and  came  in  from  the  Philip- 
pines it  did  not  affect  the  price,  but  thfe  consumer  got  no  benefit  there- 
by and  the  planter  did. 

Mr.  Madison.  We  have  had  free  sugar  from  Hawaii  since  1876, 
have  we  not? 

Mr.  Speeckels.  Yes ;  I  understand  that  the  treaty  went  into  effect 
then. 

Mr.  Madison.  But,  of  course,  in  the  case  of  the  Hawaiian  sugar 
planter,  in  1876  he  could  very  properly  figure  that  he  could  not  pro- 
duce all  the  sugar  that  this  country  would  use,  and  that  they  had  to 
buy  the  largest  per  cent  of  their  sugar  away  from  Hawaii.  Conse- 
quently, he  could  say  that  he  could  add  to  his  sugar  the  amount  of 
the  duty,  because,  of  course,  the  refiner,  if  he  got  the  sugar  any  place 
else,  would  have  to  pay  the  amount  of  the  duty  ? 

Mr.  Speeckels.  Yes. 

Mr.  Madison.  So  that  we  can  very  well  understand  how,  in  the 
case  of  the  Hawaiian,  he  could,  in  those  circumstances,  and  how 
to-day  the  Porto  Eican  and  the  Cuban  can  demand  the  full  amount 
of  the  duty  levied  against  Cuba. 

Mr.  Speeckels.  Yes. 

Mr.  Madison.  And,that^is  about  all  that  he  can  demand,  in  prac- 
tice. He  can  demand  that  amount  and  get  it,  because,  of  course,  if 
the  refiner  goes  any  place  else  in  the  world  to  buy  the  sugar,  he  has 
got  to  pay  that  duty. 

Mr.  Speeckels.  Yes. 

Mr.  Madison.  But  now  suppose  we  took  down  the  wall  entirely. 

Mr.  Speeckels.  Yes. 

Mr.  Madison.  Then  the  Porto  Rican  and  the  Hawaiian  could  not 
say  that ;  the  Louisiana  planter  could  not  say  that.  In  other  words, 
it  is  reduced  to  the  world  level  of  price. 

Mr.  Speeckels.  Yes. 

Mr.  Madison.  Do  you  think  that  the  world  level  of  price  would 
raise  if,  as  a  matter  of  fact,  we  wiped  out  our  beet  sugar  industry 
here  ? 

Mr.  Speeckels.  I  did  not  say  that  it  would  not  raise,  but  I  do  say 
that  it  would  not  make  the  sugar  any  cheaper  to  the  consumer,  be- 
cause, taking  the  instance  of  Hawaii,  in  the  year  1876  I  happened 
to  be  down  there  for  a  year,  and  knew  the  conditions  existing  at 
the  time.  The  production  of  the  entire  islands,  at  the  time  when  the 
treaty  went  into  effect,  was  16,000  tons.  They  have  raised  it  to- 
day up  to  about  600,000  tons,  stimulated  by  what?  By  the  duty 
that  they  got,  and  by  the  sugar  being  admitted  free.  There  you 
built  up  that  country,  and  you  built  up  those  planters,  and  without 
any  material  benefit  to  the  citizens  of  our  own  country. 

Mr.  Madison.  They  are  citizens  of  the  United  States  now.  What 
effect  would  it  have  on  them  if  we  took  off  the  duty  ? 

Mr.  Speeckels.  They  are  citizens  of  the  United  States  to-day, 
because  they  were  taken  in. 

Mr.  Madison.  I  know. 

Mr.  Speeckels.  There  are  quite  a  number  there  who  are  not  citizens 
of  the  United  States,  who  have  large  interests  in  plantations  there. 

Mr.  Madison.  And  who  are  getting  the  benefit  of  this  increased 
price  ? 

Mr.  Speeckels.  Yes. 
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Mr.  Madison.  Can  you  give  any  other  reason  except  what  you 
have  stated,  why,  if  the  duties  were  removed  in  this  country,  that 
sugar  would  still  cost  the  consumer  just  about  what  it  does  to-day? 
Mr.  Speeckels.  No.  My  statement  is  that  if  the  duty  was  taken 
off,  that  would  mean  the  annihilation  of  the  beet-sugar  interests  in 
this  country. 
Mr.  Madison.  Yes. 

Mr.  Speeckels.  I  mean  the  utter  destruction  of  it. 
Mr.  Madison.  Yes;  but  you  say  the  consumer  would  not  get  his 
sugar  any  cheaper. 
Mr.  Speeckels.  What? 

Mr.  Madison.  You  say  the  consumer  would  not  get  his  sugar  any 
cheaper. 

Mr.  Speeckels.  No;  he  would  not.    The  average  consumption  of 
sugar  per  capita  in  the  United  States  is  about  70  pounds. 
Mr.  Madison.  It  is  80  pounds  or  81  pounds. 

Mr.  Speeckels.  I  thought  it  was  about  75  pounds.  Let  it  be  80 
pounds  or,  say,  90  pounds.  There  is  a  saving  of  1  cent  a  pound  on 
90  pounds,  or  90  cents  a  year  for  each  individual.  It  would  mean  a 
good  deal  to  the  factories.  It  would  mean  very  little  to  the  consumer, 
because  90  cents  during  a  year  is  a  very  small,  almost  infinitesimal, 
amount  per  day. 

Mr.  Madison.  This  has  been  gone  into  a  little,  but  I  just  beg  your 
indulgence  and  that  of  the  committee  to  have  you  just  say  to  me  how 
you  determine  the  price  of  sugar.  Supposing  you  are  making  up 
your  price  list  to  send  out  to-day,  to  inform  the  trade  what  the  price 
of  sugar  will  be;  how  do  you  determine  it?  What  are  the  factors 
you  take  into  account  in  determining  what  the  price  of  sugar  shall  be? 
Mr.  Speeckels.  We  get  daily,  from  Willett  &  Gray — and  we  pay 
them  so  much  per  annum  for  attending  to  the  matter  daily— bulle- 
tins of  all  the  quotations  coming  in  each  day,  and  we  know  what  the 
price  is  in  New  York,  and  upon  that  we  base  the  price  in  San  Fran- 
cisco, largely. 

The  Chaieman.  They  telegraph  that  to  you? 

Mr.    Speeckels.  Yes;   they  telegraph  us  every  time  there  is   a 
change;  and  they  are  obliged  to  telegraph  also  the  prices  of  raw 
sugar,  because  vessels  arrive  almost  daily. 
The  Chaieman.  Every  time  a  vessel  arrives,  that  makes  a  new 

Mr  Speeckels.  That  makes  a  new  price,  and  we  want  to  know 
what  the  price  ruling  in  New  York  is;  we  want  to  know  it  everyday. 

Mr  Madison.  Let  us  see  how  many  buyers  there  are  m  JNew  York. 
There  is  the  American  Sugar  Eefining  Co.,  which  is  the  largest  pur- 
chaser, is  it  not  ? 

Mr.  Speeckels.  I  do  not  know. 

Mr.  Madison.  Then  there  is  the  Arbuckles? 

Mr.  Speeckels.  Yes. 

Mr.  Madison.  And  the  Federal? 

Mr.  Speeckels.  Yes.  ,,       , 

Mr  Madison.  Do  you  know  of  any  others  < 

Mr.  Speeckles.  No:  I  do  not.  I  am  not  familiar  with  it.  I  spend 
nil  mv  time  over  on  the  coast.  .      ,     ,     ,         i     • 

rS^mTison.  Then  there  are  three  parties  that  in  the  last  analysis 
are  bidding  against  each  other  in  New  York  for  the  sugar  that 

arrives  ? 
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Mr.  Speeckels.  Yes. 

Mr.  Madison.  They,  then,  after  all,  are  the  persons  who  fix  the 
price  of  raw  sugar  in  the  United  States,  are  they  not  ? 

Mr.  Speeckels.  No. 

Mr.  Madison.  And  you  follow  it,  do  you  not,  on  the  coast? 

Mr.  Speeckels.  Yes ;  we  follow  the  price  prevailing  in  New  York. 

Mr.  Madison.  The  beet-sugar  people  have  testified  that  they  follow 
it — that  they  just  sell  a  few  points  below. 

Mr.  Speeckels.  Yes. 

Mr.  Madison.  Then,  in  the  final  analysis,  the  arrival  of  a  shipload 
of  sugar  in  New  York,  where  there  are  but  three  persons  to  buy,  fixes 
the  price  of  sugar  in  the  United  States  at  that  time,  and  it  may  be 
said,  then,  as  a  reasonable  and  logical  conclusion,  that  the  price  of 
sugar  in  the  United  States  is  fixed  by  three  concerns  ? 

Mr.  Speeckels.  Oh,  no. 

Mr.  Madison.  Well,  now,  how  will  you  figure  it  the  other  way  ? 

Mr.  Speeckels.  They  want  to  buy  sugar. 

Mr.  Madison.  Yes. 

Mr.  Speeckels.  The  situation  in  New  York  is  entirely  different 
from  what  it  is  in  San  Francisco.  We  have  no  markets  and  no 
brokers  in  San  Francisco  dealing  in  sugar  and  no  merchants.  We 
have  got  to  provide  our  sugars  by  contracting  ahead. 

Mr.  Madison.  Yes ;  that  is  absolutely  true  as  to  you  folks  •  no  doubt 
about  that. 

Mr.  Speeckels.  Yes. 

Mr.  Madison.  But  I  am  just  now  speaking  to  you  as  a  person  who 
is  interested  in  the  sugar  business  and  connected  with  it  every  day. 

Mr.  Speeckels.  Yes. 

Mr.  Madison.  You  follow  the  New  York  price? 

Mr.  Speeckels.  Yes ;  that  is  what  we  do. 

Mr.  Madison.  You  may  vary  a  little  above  or  below,  according  to 
conditions  as  they  exist  at  San  Francisco  for  that  day  ? 

Mr.  Speeckels.  No  ;  we  pay  absolutely  the  same  price  that  is  ruling 
in  New  York  on  the  day  of  the  arrival  of  the  ship  in  San  Francisco, 
and  not  in  New  York. 

Mr.  Madison.  Yes. 

Mr.  Speeckels.  We  do  not  depend  upon  the  arrival  of  any  ship 
in  New  York,  but  upon  the  arrival  of  the  ship  in  San  Francisco, 
when  the  ship  is  delivered  to  us. 

Mr.  Madison.  Then  you  pay  for  that  sugar  on  the  price  that  is  rul- 
ing in  New  York? 

Mr.  Speeckels.  Yes. 

Mr.  Madison.  That  is  just  exactly  what  I  have  come  to.  Then  the 
price  that  is  ruling  in  New  York  you  get  from  Willett  &  Gray? 

Mr.  Speeckels.  Yes. 

Mr.  Madison.  An  interesting  fact  was  disclosed  the  other  day  here 
by  Mr.  Cutler,  a  Mormon,  who  is  the  head,  in  fact,  of  the  sugar  in- 
dustry in  the  Utah-Idaho  group,  that  Mr.  Willett,  of  Willett  &  Gray, 
came  to  him  at  Salt  Lake  City  as  the  agent  and  emissary  of  Henry  0. 
Havemeyer,  to  get  Mr.  Cutler  to  engage  in  the  sugar  business  with 
Mr.  Havemeyer  and  the  American  Sugar  Refining  Co. 

Mr.  Speeckels.  Yes. 

Mr.  Madison.  So  that  if  I  were  arguing  this  matter  before  a  court 
I  would  say  that  there  was  a  circumstance  of  a  very  close  connection 
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between  Mr.  Willett,  of  Willett  &  Gray,  and  Mr.  Henry  O.  Have^ 
meyer;  and  that  after  all  we  are  getting  the  matter  boiled  down  to 
a  very  small  coterie  of  men,  who  must  fix  the  price  of  sugar  in 
America,  or  who  do  fix  it. 

Now,  I  ask  you  if  it  is  not  a  reasonable  conclusion  from  facts 
known  to  us  all,  there  being  but  three  purchasers  in  New  York  (now, 
I  do  not  say  that,  for  a  moment,  there  may  not  be  competition), 
from  the  actions  of  those  three  parties,  the  American  Sugar  Refining 
Co.,  the  Federal  Refining  Co.,  and  Arbuckles,  who  are  the  people 
who  compete  there  in  New  York,  that  they  are  the  people  who,  in 
the  final  analysis  fix  the  price  of  sugar  to  the  American  people? 

Mr.  Spbeckels.  No  ;  I  can  not  agree  with  you  there. 

Mr.  Madison.  All  right. 

Mr.  Speeckels.  I  will  tell  you  for  what  reason.  Assuming  that 
you  are  a  planter  in  Cuba,  and  you  have  a  crop  of  sugar  that  you 
want  to  dispose  of,  the  first  thing  you  do  is  to  look  at  Willett  & 
Gray's  quotation,  to  see  what  the  quotations  are  for  beet  sugar,  and 
at  what  price  they  can  land  beet  sugar  from  Hamburg  to  the  United 
States.  They  fix  a  price  on  what  they  want.  If  the  New  York  re- 
finers do  not  give  you  a  price  that  is  satisfactory  to  you,  you  are  not 
going  to  sell  it,  are  you  ?    It  is  based  on  the  quotations. 

Mr.  Madison.  If  I  am  in  New  York  with  a  cargo  of  sugar 

Mr.  Speeckels.  But  you  are  not  going  to  sell  it  there  because  they 
may  conclude  that  they  do  not  want  to. 

Mr.  Madison.  That  is,  if  I  am  in  Cuba. 

Mr.  Speeckels.  Yes,  sir. 

Mr.  Madison.  It  is  a  fact — I  am  going  to  make  the  assertion,  be- 
cause I  have  learned  that  it  is  true — that  there  have  been  a  number 
of  instances  in  which  the  New  York  parity  of  the  Hamburg  price 
was  away  down  below  the  34  cents  differential,  and  instead  went  to 
34  and  36  cents  below  it,  when  it  would  look  to  any  man  like  it  would 
be  to  the  advantage  of  the  Cuban  to  ship  his  sugar  to  Hamburg, 
because  the  Hamburg  price  was  higher -than  the  New  York  price, 
deducting  the  duty  and  the  freight. 

Mr.  Speeckels.  That  is  what  I  say. 

Mr.  Madison.  And  yet  they  did  not  do  it,  because,  as  a  matter  of 
fact,  the  course  of  trade  determines  a  great  many  things.  I  am  your 
customer  and  have  been  for  years,  and  there  is  a  business  relation 
between  us.  There  is  a  mutual  dependence,  and  all  those  things  that 
the  business  man  understands  and  can  take  advantage  of,  so  that  as 
a  matter  of  fact  there  have  been  instances — you  and  I  know  it ;  you 
from  experience  and  I  simply  from  reading  it  or  because  some  man 
has  told  me — when  the  American  Sugar  Refining  Co.  and  the  gentle- 
men who  fix  the  price  of  sugar  actually  took  the  Cuban  differential 
of  34  cents  and  then  about  34  cents  more.  There  is  only  one  way  in 
my  mind  to  explain  it,  and  that  is  that  it  is  because  of  the  mutual 
trade  relations  that  exist  between  the'parties  that  impel  the  course 
of  trade  between  Cuba  and  New  York.  Now,  I  am  making  some 
assertions  that  you  may  be  able  to  absolutely  destroy. 

Mr.  Speeckels.  No;  I  have  not  followed  the  New  York  market 
excepting  in  so  far  as  the  quotations  go ;  but  I  want  to  relate  to  you 
a  little  instance  to  show  you  how  the  prices  are  at  times  manipulated 
in  New  York.     I  know  this  of  my  personal  experience,  because  it 
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created  quite  a  stir  in  San  Francisco.  One  of  the  agents  represent- 
ing some  plantation  at  the  islands  sent  to  New  York  a  small  ship- 
ment of  sugar — I  think  not  more  than  100  bags.  He  got  somebody  to 
buy  that  sugar  at  a  rate  that  was  much  in  advance  of  the  regular 
quotation,  and  then  they  came  back  to  us :  "  Well,  here  is  your  quota- 
tion." We  looked  upon  it  with  suspicion  and  we  investigated  it. 
Meanwhile,  we  had  paid  upon  the  quotation,  because  it  was  a  sale 
made  in  New  York.  Upon  that  we  paid  the  different  agents  for  the 
amount  of  sugar  that  had  been  received  upon  the  date  of  that  quota- 
tion. Upon  investigating  the  thing  we  found  that  this  one  indi- 
vidual person  in  San  Francisco  had  shipped  a  small  consignment  of 
sugar  and  got  somebody  who  was  close  up  to  him  to  buy  it,  who  was 
not  a  refiner  and  had  no  need  for  sugar.  When  we  got  the  facts  we 
refused  then  to  pay  this  man,  and  the  other  agents,  who  were  honest 
men,  came  forward  and  voluntarily  said,  "  Here,  you  paid  this 
amount  that  we  were  not  entitled  to,"  and  they  sent  us  a  check,  al- 
though the  thing  had  been  canceled  and  the  sugar  had  been  paid  for. 
They  said,  "  We  are  not  entitled  to  this.  You  ought  to  have  it.  It 
is  wrong.  It  was  a  trick."  I  only  raise  that  to  show  you  how  these 
things  are  manij)ulated  sometimes. 

Mr.  Madison.  I  was  interested  in  another  thing  you  said — among 
many  of  the  things  that  you  have  said — and  that  was  the  shipping 
into  this  country  from  Hawaii  of  plantation-refined  sugar. 

Mr.  Spreckels.  Yes. 

Mr.  Madison.  That  was  about  99  and 

Mr.  Spreckels.  Eight-tenths. 

Mr.  Madison.  And  eight-tenths  pure. 

Mr.  Spreckels.  Yes,  sir. 

Mr.  Madison.  Ajid  you  could  by  your  refining  process  in  your  re- 
finery only  improve  it  one-tenth  of  1  per  cent? 

Mr.  Spreckels.  Yes,  sir. 

Mr.  Madison.  That  is  true,  is  it  not? 

Mr.  Spreckels.  Yes,  sir. . 

Mr.  Madison.  The  sugar  was  granulated  sugar,  as  I  understand  it, 
which  nobody  could  tell  had  not  gone  through  the  modem  process  of 
refining  ? 

Mr.  Spreckels.  A  refiner  would  know  it. 

Mr.  Madison.  How  is  that? 

Mr.  Spreckels.  A  sugar  refiner,  an  expert,  would  know  it. 

Mr.  Madison.  There  would  be  no  difficulty  in  entering  that  in  our 
ports  as  unrefined  sugar?     Or  did  it  come  in  as  refined  sugar? 

Mr.  Spreckels.  I  say,  it  is  refined  by  the  washing  process,  the  same 
as  the  beet  sugar.  The  beet  sugar  that  is  used  in  California  is  white, 
and  unless  it  is  a  man  who  has  had  long  experience  in  sugar  he  would 
not  be  able  to  detect  the  difference  between  refined  cane  sugar  and 
washed  beet  sugar. 

Mr.  Madison.  Suppose  it  had  come  from  Java  instead  of  from 
Hawaii,  where  it  would  have  been  subject  to  a  duty.  What  duty 
would  have  been  paid  on  it? 

Mr.  Spreckels.  On  the  Java  sugar? 

Mr.  Madison.  Yes. 

Mr.  Spreckels.  1.68  for  96  test. 

Mr.  Madison.  Yes ;  but  this  was  more  than  96  test. 
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Mr.  Speeckels.  Oh !     If  that  sugar  came  from- 


Mr.  Madison.  I  say  if  some  sugar  of  the  Honolulu  Plantations  Co., 
99.8  pure,  had  come  in,  then  what  duty  would  it  have  paid  if  it  had 
come  in  from  a  foreign  country? 

Mr.  Spreckels.  I  do  not  know.  1  have  not  looked  into  it.  I  sup- 
pose the  customhouse  official  could  tell  just  how  much  he  would 
assess  it. 

Mr.  Madison.  That  is  what  I  wanted  to  know — whether  it  would 
pay  1.90  or  1.87^. 

Mr.  Spreckels.  I  say  I  have  never  seen  the  importation  of  beet 
sugar,  and  of  course  I  do  not  know. 

Mr.  Madison.  That  was  not  raw  sugar? 

Mr.  Spreckels.  It  was  raw  sugar ;  yes. 

Mr.  Madison.  Technically  speaking  now,  was  it  what  we  have 
classified  as  raw  sugar  as  contradistinguished  from  refined  sugar? 

Mr.  Spreckels.  I  do  not  know 

Mr.  Madison.  And  would  it  pay  a  duty  as  on  raw  sugar  rather 
than  on  refined? 

Mr.  Spreckels.  I  could  not  tell.  The  customs  official  could  tell 
better  than  I  could.  I  do  not  know  how  he  would  look  on  it.  It  is 
for  them  to  decide  what  that  particular  sugar  should  pay. 

Mr.  Madison.  Does  much  of  that  sugar  come  into  the  country  ? 

Mr.  Spreckels.  No,  sir.  I  do  not  believe  any  comes  in,  barring 
that  from  Honolulu,  and  that  comes  in  free.  Oxnard  makes  some 
sugar  down  here  in  Louisiana. 

Mr.  Madison.  I  think  that  is  all  I  wish  to  inquire. 

The  Chairman.  Does  some  other  gentleman  desire  to  ask  some 
questions  ? 

Mr.  Malbt.  I  have  one  or  two  questions  here.  I  do  not  think  it 
will  take  very  long. 

Mr.  Spreckels,  has  your  firm  or  yourself  any  interest  in  the  Ha- 
waiian Sugar  Planters'  Association? 

Mr.  Spreckels.  None  whatever. 

Mr.  Malby.  Do  you  own  any  sugar  lands  in  Hawaii? 

Mr.  Spreckels.  "We  do  not  own  any  land  other  than  that  it  is 
owned  by  the  plantation  itself,  and  we  are  stockholders  in  some  of 
the  plantations — those  that  I  have  enumerated  this  morning. 

Mr.  Malby.  Can  you  give  us  the  output?  I  think  you  did  not 
give  us  the  output. 

Mr.  Spreckels.  I  did  give  the  output. 

Mr.  Malby.  You  did  give  the  output? 

Mr.  Spreckels.  Yes,  sir. 

Mr.  Malby.  Then  I  do  not  care  to  go  into  that.  You  also  pur- 
chase the  output  of  some  other  plantations  in  Hawaii,  do  you  ? 

Mr.  Spreckels.  Yes,  sir. 

Mr.  Malby.  For  the  purpose  of  refining? 

Mr.  Spreckels.  Yes,  sir. 

Mr.  Malby.  And  do  other  refineries  on  the  Pacific  coast  also  pur- 
chase from  those  planters  raw  sugar? 

Mr.  Spreckels.  The  other  refineries  ?  The  California-Hawaiian — 
they  purchase  their  sugars  and  obtain  them  from  the  Factor  Co.,  who 
are  the  owners  of  the  refinery,  and  we  obtain  our  sugars  from  planta- 
tions other  than  those  that  are  members  of  the  Factor  Co. 
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Mr.  Malby.  Are  you  the  only  purchasers  from  the  general  public, 
as  I  call  it,  in  Hawaii  ?  Are  you  the  only  purchasers  of  raw  sugar 
from  the  general  public? 

Mr.  Speeckels.  In  San  Francisco  I  would  say  yes;  excepting  that 
the  California-Hawaiian  is  a  purchaser  from  the  Factor  Co.;  and 
then  the  American  Sugar  Refining  Co.  is  the  largest  purchaser  of  the 
product  of  the  Hawaiian  Islands. 

Mr.  Malby.  The  American  Sugar  Refining  Co.? 

Mr.  Spreckels.  They  purchase  from  the  Factor  Co. 

Mr.  Mai^by.  What  I  want  to  get  at  is,  who  is  it,  briefly,  who  pur- 
chases the  raw  sugar  produced  in  Hawaii  ?    Who  are  they  ? 

Mr.  Spreckels.  There  are  first  the  Western,  and  then  there  is  the 
Crockett,  and  the  American  Sugar  Refiners,  of  New  York  or  New 
Jersey. 

Mr.  Malby.  Does  the  American  Sugar  Refining  Co.  purchase  any 
considerable  amount  of  raw  sugar  from  Hawaii? 

Mr.  Spreckels.  Oh,  yes ;  I  think  to  the  extent  of  over  200,000  tons. 
They  contract  the  same  as  we  do.  They  contract  for  two  or  three 
years  ahead. 

Mr.  Malby.  "Where  is  that  refined? 

Mr.  Speeckels.  That  is  refined  in  Philadelphia,  New  York,  or 
wherever  it  is  sent — to  the  refinery  designated. 

Mr.  Malby.  How  is  it  shipped  there? 

Mr.  Speeckels.  It  is  shipped  there  by  steamer  from  Hawaii  to 
Salina  Cruz,  carried  over  the  Isthmus  oi  Tehuantepec,  and  shipped 
by  steamer  to  whatever  port  they  want  the  sugar  in — ^either  in  New 
York  or  in  Philadelphia. 

Mr.  Mauby.  And  they  pay  substantially  the  same  prices  you  do? 

Mr.  Speeckels.  Yes. 

Mr.  Malby.  You  say  you  sell  your  sugar  in  11  different  States 
of  the  Union? 

Mr.  Speeckels.  Yes,  sir. 

Mr.  Malby.  Can  you  tell  us  the  quantity  you  ship  to  each  State? 

Mr.  Speeckels.  No ;  I  can  not  give  you  that. 

Mr.  Malby.  Do  you  keep  any  record  of  that? 

Mr.  Speeckels.  The  different  States?    Yes;  I  can — — 

Mr.  Malby.  The  Michigan  Sugar  Co.  happened  to  have  a  table 
of  that  kind  for  five  years,  and  I  did  not  know  but  that  you  might 
have  some  such  table. 

Mr.  Speeckels.  No,  sir.  It  is  one  of  those  details  that  I  pay  no 
attention  to.  I  have  so  many  things  on  my  mind.  They  are  pre- 
sented to  me,  and  I  then  dismiss  them  from  my  mind. 

Mr.  Malby.  Is  your  output  on  the  increase? 

Mr.  Speeckels.  Oh,  yes. 

Mr.  Malby.  It  is  on  the  increase? 

Mr.  Spreckels.  It  is  on  the  increase,  especially  in  California.  The 
population  has  been  increasing  very  much  there. 

Mr.  Malby.  How  much  has  the  price  of  sugar  at  wholesale  varied 
during  the  past  five  years? 

Mr.  Speeckels.  I  am  not  prepared  to  answer. 

Mr.  Malby.  Do  you  have  any  record  showing  what  the  average 
would  be  for  each  year? 

Mr.  Speeckels.  I  could  obtain  that  for  you. 

Mr.  Malby.  I  wish  you  would.  You  say  your  cooperage  also 
comes  from  outside  of  the  State  ? 
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Mr.  Spkeckels.  No,  sir;  the  cooperage  does  not.  The  material  out 
of  -which  the  barrels  are  made  comes  from  some  of  the  Western 
States — I  thinik  Michigan. 

Mr.  Maust.  That  is  what  I  was  going  to  inquire.  You  send  in 
what  might  be  termed  the  "  raw  material  "  and  manufacture  it  ? 

Mr.  SPEECiiELS.  We  manufacture  the  barrels  there. 

Mr.  Malbt.  Do  you  manufacture  the  barrels  yourself  or  purchase 
them?  ^ 

Mr.  Speeckels.  No  ;  we  purchase  them  from  the  factory. 

Mr.  Malbt.  Is  there  a  season  for  the  importation  of  Hawaiian 
sugar  ? 

Mr.  Speeckbi^.  Yes. 

Mr.  Malbt.  What  is  it? 

Mr.  Speeckels.  They  usually  commence  grinding  there  about  the 
1st  of  January,  and  they  continue  then;  and  I  think  the  major  por- 
tion of  the  crop-  will  be  in  by  June. 

Mr.  Malby.  What  is  the  capitalization  of  your  company  ? 

Mr.  Speeckels.  The  Western  Beet? 

Mr.  Malby.  Yes. 

Mr.  Speeckels.  Not  the  Western  Beet.     I  mean  the  Western 

Mr.  Malby.  Sugar  Co. 

Mr.  Speeckels.  That  was,  I  think,  $1,000,000.  I  think  the  chair- 
man corrected  me.     I  thought  it  was  two  million. 

The  Chaibman.  Yes ;  I  thought  it  was  two  million. 

Mr.  Malby.  Do  you  not  know  yourself  what  it  is? 

Mr.  Speeckels.  I  might  get  it  mixed  up.  I  am  only  interested  in 
about  16  corporations,  of  all  of  which  I  am  the  president;  and  it  is 
pretty  hard  for  a  man  to  keep  everything  in  his  mind. 

Mr.  Malby.  No  ;  but  concerning  a  question  of  as  much  importance 
as  the  capitalization  of  your  own  company,  I  had  an  idea  that  you 
might  know  about  that. 

Mr.  Speeckels.  I  could  find  out  in  a  minute  by  inquiry,  you  know. 

Mr.  Campbell.  $1,000,000  is  correct. 

Mr.  Speecicels.  $1,000,000. 

Mr.  Malby.  You  think  $1,000,000  is  correct? 

Mr.  Speeckels.  Yes. 

Mr.  Maiby.  That  is  the  Beet  Sugar 

Mr.  Speeckels.  No,  sir ;  that  is  the  Western  Sugar  Eefining  Co. 

Mr.  Malby.  The  Western  Sugar  Refining  Co.  Does  that  include 
the  Beet  Sugar  Co.  ? 

Mr.  Speeckels.  No,  no.  That  is  the  Spreckels  Beet  Sugar  Co. 
That  is  capitalized  for  $5,000,000. 

Mr.  Malby.  The  $1,000,000  corporation 

Mr.  Speeckels.  Is  the  Western  Sugar  Refining  Co. 

Mr.  Malby.  That  is  the  Western  Sugar  Refining  Co.  ? 

Mr.  Speeckels.  Yes,  sir. 

Mr.  Malby.  We  will  keep  to  that  just  a  moment.  Can  you  tell 
us  the  amount  of  dividend  you  have  paid  on  that,  on  the  capital 
stock? 

Mr.  Speeckels.  Well,  for  the 

Mr.  Malby.  For  a  period  of  five  years  ? 

Mr.  Speeckels.  No;  I  can  not  tell  you  that,  but  I  can  tell  you 
this.    I  know  that  we  attempt  to  pay  about  7  per  cent. 
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Mr.  Malby.  I  wish  you  would  file  with  the  committee  a  statement 
of  what  your  dividends  have  been  on  the  capital  stock  of  that  re- 
finery during  the  past  five  years,  say. 

Mr.  Speeckels.  Yes. 

Mr.  Malbt.  Do  you  also  have  a  fund  that  you  set  aside  for  de- 
preciation ? 

Mr.  Speeckels.  Yes. 

Mr.  Malbt.  Do  you  know  how  much  that  amounts  to  in  percent- 


Mr.  Spreckels.  No ;  I  could  not  tell  you  as  to  that. 

Mr.  Malby.  What  is  the  surplus  of  that  company  at  the  presppt 
time  ? 

Mr.  Speeckels.  I  could  not  tell  you  that. 

Mr.  Malby.  Has  any  stock  dividend  been  issued  ? 

Mr.  Speeckels.  No,  sir. 

Mr.  Malby.  The  capital  stock  has  remained  the  same? 

Mr.  Speeckels.  Just  the  same. 

Mr.  Malby.  Has  the  capitalization  been  the  same  for,  say,  five 
years  ? 

Mr.  Speeckels.  It  has  been  the  same. 

Mr.  Malby.  And  there  have  been  no  large  sums  of  money  set  aside 
either  for  depreciation  or  for  other  purposes? 

Mr.  Speeckels.  No;  not  that  I  know  of.  There  would  be  some, 
of  course 

Mr.  Malby.  There  should  be  some. 

Mr.  Speeckels.  Some  surplus.  We  have  to  look  ahead  for  what 
might  happen  in  the  future,  you  know. 

Mr.  Malby.  I  would  like  to  have  you  furnish  the  committee  simply 
with  a  statement  as  to  this.  What  is  your  surplus — and  that  will 
include  any  sum  that  you  have  set  aside  for  depreciation  or  repairs, 
etc.  ?    That  is,  that  will  include  that  sum  ? 

Mr.  Speeckels.  I  will  endeavor  to  do  so. 

Mr.  Malby.  Now,  the  Sugar  Co.,  the  Beet  Sugar  Co.  What  do 
you  call  that  ? 

Mr.  Speeckels.  The  Spreckels  Beet  Sugar  Co. 

Mr.  Malby.  The  Spreckels  Beet  Sugar  Co.  ? 

Mr.  Speeckels.  Yes,  sir. 

Mr.  Malby.  What  is  your  capacity  ? 

Mr.  Speeckels.  Three  thousand  tons. 

Mr.  Malby.  That  is  the  3,000-ton  plant? 

Mr.  Speeckels.  Three  thousand  tons  per  day.  That  is  the  capacity 
of  beets  we  slice. 

Mr.  Malby.  That  is  the  slicing  capacity  ? 

Mr.  Speeckels.  Yes,  sir. 

Mr.  Malby.  Will  you  tell  me  what  dividends  vou  have  paid  on 
that? 

Mr.  Speeckels.  I  think  we  have  been  paying  7  per  cent  recently. 
As  I  stated  before,  for  many  years  we  never  paid  a  cent.  In  fact, 
we  had  to  put  up  money. 

Mr.  Malby.  I  am  asking  you  about  this,  Mr.  Spreckels,  because 
of  the  handbills  which  are  being  circulated,  that  there  are  people 
making  about  100  per  cent.    I  want  to  know  what  the  fact  is. 

Mr.  Spreckels.  I  would  not  be  averse  to  that.  I  would  like  to 
pay  that  much  myself. 
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Mr.  Malby.  And  I  would  like  to  get  at  the  truth,  which  represents 
something  more  substantial  than  a  handbill  that  is  being  circulated. 

Mr.  Spreokels.  Yes. 

Mr.  Malby^  You  have  paid  1  per  cent  during  several  years  last 
past,  and  prior  to  that  time  you  defaulted  in  payment  ? 

Mr.  Speeckels.  The  last  two  or  three  years,  I  think ;  and  part  of 
that  time  I  believe  we  did  not  make  any  profit. 

Mr.  Malby.  I  will  ask  you  to  also  furnish  to  the  committee  a 
statement  of  any  surplus  which  you  have.  What  other  company  are 
you  connected  with? 

Mr.  Spreokels.  Outside  of  those  that  I  mentioned  ? 

Mr.  Malby.  Outside  of  those  two;  yes.  The  Alameda.  Are  you 
connected  with  that? 

Mr.  Spreokels.  No  ;  I  have  nothing  to  do  with  those. 

Mr.  Malby.  Are  you  interested  in  any  other  companies  ? 

The  Chairman.  Sugar  companies. 

Mr.  Malby.  Sugar  companies  ? 

Mr.  Spreokels.  No;  none  other. 

Mr.  Malby.  I  do  not  mean  any  other  company.  We  do  not  care 
about  any  other  company.    I  mean  any  other  sugar  company. 

Mr.  Spreokels.  No. 

Mr.  Malby.  I  think  one  of  the  witnesses,  heretofore  examined, 
has  suggested  that  one  of  the  advantages  of  raising  beet  sugar,  or 
beets  for  sugar,  in  California  was  that  it  was  possible  to  raise  them 
almost  any  time  of  the  year  by  distributing  the  time  of  planting. 
Have  you  practiced  that? 

Mr.  Spreokels.  No;  you  can  not  do  that.  It  could  not  be  done, 
because  the  climate  in  California  is  such,  you  know,  from  April  to 
the  1st  of  November,  that  we  have  no  rains  there  at  all.  The  rainy 
season  begins  in  the  latter  part  of  October  and  continues  up  till 
April;  and  when  the  ground  is  sufficiently  soaked,  say  about  Febru- 
ary, and  sometimes  in  January,  we  put  in  a  crop  then,  and  it  is 
ready • 

Mr.  Malby.  It  is  necessary  to  get  your  crop  in  substantially  with- 
in what  period  of  time  ? 

Mr.  Spreokels.  Well,  about  two  months. 

Mr.  Malby.  How  long  does  it  take  you  to  harvest  it  ? 

Mr.  Spreokels.  Well,  we  usually  harvest  the  crop — we  like  to 
begin  about  the  1st  of  August  if  we  can,  but  it  is  usually 

Mr.  Malby.  You  commence  when  ? 

Mr.  Sp^reckels.  Well,  about  the  1st  of  September. 

Mr.  MaiIby.  The  1st  of  September,  and  you  get  through  when  ? 

Mr.  Spreokels.  And  we  get  through  in  about  two  to  three  months. 
We  have  to  get  it  through  before  tie  rains  come,  because  if  we  do 
not  we  will  lose  a  large  number  of  the  beets.  We  lost  15,000  tons 
one  season. 

Mr.  Malby.  Judge  Eaker  has  called  your  a'ttention  to  the  fact  that 
in  getting  in  your  crop  you  employ  citizens  of  various  nationalities  ? 

Mr.  Spreokels.  Yes.  _ 

Mr.  Malby.  Is  that  occasioned  by  the  fact  that  it  is  positively 
necessary  to  move  the  crop  and  that  you  must  take  your  help  from 
wherever  you  can  get  it  ? 

Mr.  Spreokels.  Yes. 

Mr.  Malby.  And  the  period  for  which  they  are  employed  is  also 
a  short  period  ? 
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Mr.  Speeckels.  Yes. 

Mr.  Malbt.  Is  it  not  also  a  fact  that  during  the  time  they  are 
actually  employed  wages  are  high  ? 

Mr.  Speeckels.  Yes;  I  think  we  pay  from  $1.50  to  $2  a  day  for 
them— $1.50,  I  think. 

Mr.  Malby.  It  would  be  much  less,  of  course,  if  they  were  em- 
ployed throughout  the  year  ? 

Mr.  Speeckels.  Yes. 

Mr.  Malby.  Have  you  found  it  possible  to  hire  native  American 
citizens  to  do  that  work  ? 

Mr.  Speeckels.  We  could  not  get  them. 

Mr.  Malby.  You  could  not  get  them  in  sufficient  nxmiber? 

Mr.  Speeckels.  No ;  they  will  not  get  down  on  their  marrowbones, 
you  know,  to  plant  beets  and  to  thin  them  and  do  what  is  necessary 
m  cultivation. 

Mr.  Malby.  It  has  not  been  your  experience  that  the  American 
citizen  has  offered  himself  in  very  large  numbers  for  such  work? 

Mr.  Speeckels.  No;  we  have  tried  to  get  them,  but  they  would 
not  work. 

Mr.  Malby.  So  that  you  are  placed  in  a  situation  where  you  are 
obliged  to  hire  such  help  as  may  come  to  you  and  as  is  willing  to  do 
that  kind  of  work  ? 

Mr.  Speeckels.  Yes,  sir. 

Mr.  Malby.  Do  you  know  what  the  German  beet-sugar  manu- 
facturer pays  for  his  help  per  day  ? 

Mr.  Speeckels.  No  ;  I  do  not. 

Mr.  Malby.  The  character  of  the  help  which  you  employ  is  also 
somewhat  inferior  to  the  American  citizen,  if  he  would  do  the  work, 
is  it  not? 

Mr.  Speokels.  Do  you  mean  those  they  employ  out  in  the  field 
or  in  the  factory  ? 

Mr.  Malby.  I  mean  in  the  field. 

Mr.  Speeckels.  Well,  as  I  say,  they  are  an  indifferent  lot  of  peo- 
ple. We  get  anybody  who  is  willing  to  work.  We  are  anxious  to 
get  them. 

Mr.  Malby.  You  take  anything  in  the  shape  of  a  man  ? 

Mr.  Speeckels.  Yes ;  that  can  do  the  work,  except  in  the  factories, 
where  we  employ  nothing  but  white  help.  Of  course,  we  employ  the 
sons  of  the  farmers  and  those  that  do  the  farm  work  outside  of  the 
beet  work  in  the  cultivation  of  the  beet. 

Mr.  Malby.  The  amount  of  actual  money  that  you  pay  to  that  class 
of  labor  does  not  represent  the  majority  of  the  moneys  that  you  pay 
for  labor  altogether,  does  it  ? 

Mr.  Speeckels.  At  the  factory  ? 

Mr.  Malby.  Yes. 

Mr.  Speeckels.  Oh,  I  think  so. 

Mr.  Malby.  You  think  so? 

Mr.  Speeckels.  Yes ;  because  we  do  not  raise  all  the  beets.  We 
lease  land  to  farmers  outside  who  have  no  interest  in  agriculture — 
land  belonging  to  the  company.  We  usually  rent  the  land.  We  lease 
the  land  to  farmers  who  want  to  raise  beets. 

Mr.  Malby.  Of  course,  when  you  are  speaking  of  the  employment 
of  men  in  the  field,  that  simply  applies  to  lands  which  you  yourselves 
are  cultivating? 
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Mr.  Speeckels.  Yes. 
Mr.  Malby.  You  buy  some  beets  ? 

Mr.  Speeckels.  We  have,  I  think,  about  five  or  six  sets  of  steam 
plows.    Those  are  all  high-priced  men  that  operate  them.    We  do  not 
operate  those  with  Japanese.    Those  are  white  men. 
_  Mr.  Malbt.  You  buy  a  large  quantity  of  beets  from  farmers  out- 
side of  that,  do  you  not  ? 

Mr.  Speeckels.  Oh,  yes ;  a  large  quantity. 

Mr.  Malbt.  And  with  reference  to  whom  they  employ,  of  course 
you  have  nothing  to  say  ? 

Mr.  Speeckels.  We  have  nothing  to  do  with  that.  As  I  say,  we 
have  our  own  lands,  and  we  rent  them  out  to  farmers,  if  we  can  get 
them  to  farm  and  raise  beets.  I  think  the  proportion  we  get  is  one- 
quarter  of  the  beet  crop. 

Mr.  Malbt.  Is  it  also  a  fact  that  when  these  Japs  or  West  Indians 
and  others — Mexicans — come  to  work  for  you  and  other  people  in 
California  that  they  do  actually  receive  a  much  larger  wage  than  they 
would  in  their  native  lands? 
Mr.  Speeckels.  Oh,  yes. 

Mr.  Malbt.  In  other  words,  when  they  come  to  this  country  you 
must  pay  this  country's  wages? 

Mr.  Speeckels.  Yes;  it  is  simply  governed  by  the  law  of  supply 
and  demand. 

Mr.  Malbt.  The  supply  being  short,  the  wages  are  high  ? 
Mr.  Speeckels.  That  rule  prevails,  you  know,  in  labor  as  well  as 
it  does  in  any  article  of  commerce. 

Mr.  Malbt.  Supply  and  demand  usually  determine  the  price  of 
an  article,  except  under  conditions  where  there  is  a  monopoly  or 
other  conditions  which  would  control? 

Mr.  Speeckels.  Yes.    Well,  none  exists  out  in  California. 
Mr.  Malbt.  You  spolje,  I  think,  of  the  Union  Beet  Sugar  Co. 
What  is  that? 
Mr.  Speeckels.  The  Union? 
Mr.  Malbt.  Yes. 

Mr.  Speeckels.  Well,  I  do  not  know  much  about  it.     I  only  know 
of  its  existence. 
Mr.  Malbt.  Are  you  connected  with  it  in  any  way? 
Mr.  Speeckels.  Not  at  all. 
Mr.  Malbt.  You  do  not  own  any  stock  in  it? 
Mr.  Speeckels.  Not  at  all. 

Mr.  Malbt.  Did  this  plant  which  you  say  your  company  leased 
for  a  period  of  three  years  manufacture  anything  except  beet  sugar? 
Mr.  Speeckels.  And  the  refined  cane. 
Mr.  Malbt.  Both? 

Mr.  Speeckels.  Yes,  sir.  .  ,     ^ 

Mr.  Malbt.  They  continued  for  a  time  the  manufacture  of  beet 

sugar,  but  not  the  cane  sugar?  ..       j 

Mr.  Speeckels.  After  we  leased  the  refinery,  then  they  continued 

operating  on  beets. 

Mr.  Malbt.  But  not  on  cane? 
Mr.  Speeckels.  Not  on  cane. 

Mr.  Malbt.  Can  you  give  us  the  price  at  which  sugar  sold  at 
wholesale  at  or  about  the  time  that  you  entered  into  this  lease? 
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Mr.  Spreckels.  No. 

Mr.  Malby.  And  also  at  what  price  it  sold  at  wholesale  a  year 
afterwards? 
Mr.  Spreckels.  No  ;  I  can  not  give  you  that. 

Mr.  Malby.  Do  you  know  of  any  way  in  which  you  can  find  it  out 
for  us? 
Mr.  Spkeckels.  I  think  I  can  find  it  out  for  you. 
Mr.  Malby.  I  would  like  to  have  you  file  the  figures,  if  you  please. 
Mr.  Spreckels,  having  in  mind  the  price  which  you  now  pay  for 
beets,  or  the  price  at  which  it  is  possible  to  raise  beets  for  sugar  pur- 
poses, and  the  present  prices,  if  they  should  be  maintained,  do  y(Tu 
see  any  immediate  prospects  of  materially  reducing  the  present  whole- 
sale price? 

Mr.  Spreckels.  No;   that  is  largely  regulated  also  by  the  supply 

and  demand.     If  there  is  a  shortage 

Mr.  Malby.  My  friend.  Judge  Raker,  spoke  about  a  method  of 
reducing  the  prices  by  reducing  the  wage.     Now,  of  course,  you  pur- 
chase a  vast  majority  of  your  beets,  do  you  not,  from  the  farmer? 
Mr.  Spreckels.  We  purchase  from  the  farmer;   yes,  sir;   and  we 

raise 

Mr.  Malby.  That,  you  say,  I  think,  is  two  dollars  and  a  half  a  ton 
more? 

Mr.  Spreckels.  No;   $5  a  ton. 

Mr.  Malby.  I  mean  $5  a  ton.  Pardon  me ;  not  two  dollars  and  a 
half.  Five  dollars  a  ton  is  the  price,  and  that  has  been  the  ruling 
price  for  some  J^ears? 

Mr.  Spreckels.  No  ;  the  ruling  price  has  been  four  dollars  and  a 
half. 
Mr.  Malby.  But  it  was  raised  to  $5  ? 
Mr.  Spreckels.  It  was  raised  to  $5 ;  yes. 

Mr.  Malby.  Is  there  any  reasonable  prospect  of  the  farmer,  con- 
sidering his  other  opportunities  for  tilling  the  soil,  being  willing  to 
produce  beets  for  much  less  than  $5  a  ton  ? 
Mr.  Spreckels.  Produce  them  for  less? 
Mr.  Malby.  Yes. 

Mr.  Spreckels.  No;  I  do  not  think  so.    He  could,  yes;  but  he 
won't. 
Mr.  Malby.  He  could  if  he  wanted  to  do  it,  for  nothing? 
Mr.  Spreckels.  Yes ;  but  we  are  anxious  to  get  the  beets. 
Mr.  Malby.  The  fact  about  the  business  is  that  you  have  raised 
the  price  from  $4.50  to  $5  a  ton? 
Mr.  Spreckels.  From  $4.50  we  raised  it  to  $5. 
Mr.  Malby.  And  that  was  for  the  purpose  of  getting  a  greater 
quantity  of  beets,  was  it  not  ? 
Mr.  Spreckels.  Yes. 

Mr.  Malby.  Is  there  any  immediate  prospect  of  keeping  up  the 
supply  if  you  reduce  the  price  below  $5,  and  go  back  to  $4.50  or  $4? 
Mr.  Spreckels.  He  would  not  raise  the  beets  then. 
Mr.  Malby.  And  that  would  stop  the  business,  would  it  not  ? 
Mr.  Spreckels.  Yes.    It  would  not  stop  it  entirely,  because  we 
have  some  acreage  of  our  own. 

Mr.  Malby.  On,  yes ;  but  you  would  not  feel  like  raising  beets  at 
a  loss,  would  you? 
Mr.  Spreckels.  No. 
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Mr.  Malby.  It  costs  you  something  to  raise  beets,  does  it  not? 

Mr.  Spheckels.  Certainly. 

Mr.  Malbt.  Your  land  is  worth  something? 

Mr.  Speeckels.  Yes.  Whenever  we  can  find  a  farmer  who  is 
willing  to  raise  beets,  we  give  him  a  piece  of  land,  according  to  the 
number  of  acres  he  wants  to  till.  If  he  wants  25  acres,  we  let  him 
have  26  acres;  if  he  wants  125  acres  we  let  him  have  that,  providing 
he  will  agree  to  raise  beets  at  $5  a  ton. 

Mr.  Malby.  Providing  when  the  beets  are  raised  it  does  not  stand 
you  in  more  than  $5  a  ton  ? 

Mr.  Speeckels.  No. 

Mr.  Malby.  Those  leases  are  made  substantially  on  that  price,  are 
they? 

Mr.  Speeckels.  Yes. 

Mr.  Malby.  I  think,  Mr.  Chairman,  that  is  all  I  have  in  mind. 

Mr.  Eakee.  Just  in  that  connection  I  would  like  to  ask  Mr.  Spreck- 
els  a  few  questions.  You  also  rent  these  Texas  lands  to  Japs  as  well, 
do  you  not,  as  to  white  men  ? 

Mr.  Speeckels.  No,  sir. 

Mr.  Eakee.  None  at  all? 

Mr.  Speeckels.  None  at  all — not  to  my  knowledge. 

Mr.  Eakee.  Do  they  not  take  leases  just  the  same  ? 

Mr.  Speeckels.  No;  we  do  not  issue  them  to  Japs. 

Mr.  Eakee.  Do  they  not  take  them  in  the  other  plantations,  at 
Alvarado  and  Hamilton? 

Mr.  Speeckels.  That  I  do  not  know.    We  do  not. 

Mr.  Eakee.  Is  it  not  a  fact  that  some  six  years  ago  the  Japs  came 
in  and  reduced  the  wages,  so  that  you  got  them  much  cheaper  than 
the  ordinary  white  labor? 

Mr.  Speeckels.  No  ;  they  raised  it. 

Mr.  Eakee.  But  they, reduced  it  first,  did  they  not? 

Mr.  Speeckels.  No. 

Mr.  Eakee.  Is  it  not  a  fact  that  they  came  in  and  worked  at  first 
cheaper  than  the  white  man  would  work  ? 

Mr.  Speeckei^.  We  never  have  been  able  to  obtain  white  labor,  ex- 
cept they  do  team  work ;  but  the  white  men  will  work  on  steam  plows 
and  things  like  tliat. 

Mr.  Eakee.  Did  not  the  white  man  originally  do  your  beet  work? 

Mr.  Speeckels.  No.  Well,  you  may  have  confused  us  with  some  of 
the  farmers.  When  we  first  started  at  Watsonville  we  did  not  have 
any  plant  of  our  own,  and  we  were  depending  on  the  farmers  in 
the  Pajaro  Valley  raising  beets  for  us.  Whether  they  employed  Japs 
and  at  what  wages,  if  they  could  not  get  white  men,  I  do  not  know. 

Mr.  Eakee.  I  understand  that  you  are  not  prepared  to  answer  that 
question,  whether  or  not  they  did  not  work  cheaper  at  the  start  than 
white  men? 

Mr.  Speeckels.  I  do  not  think  so. 

Mr.  Eakee.  And  as  quick  as  they  got  the  white  men  out  they 
raised  their  wages  ?  _  •        tt 

Mr.  Speeckels.  I  do  not  think  the  white  man  ever  was  m.  He 
would  not  work  in  the  field.  I  do  not  think  you  can  get  the  white 
man  no  matter  what  you  pay  him.  Pie  will  not  work  in  the  field. 
They  do  not  like  that  kind  oi  work.    They  are  perfectly  content  to 
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work  in  the  factory,  and  they  are  most  anxious  to,  but  they  will  not 
work  out  in  the  field.  They  are  working  on  the  plows,  and  driving 
teams,  and  things  like  that. 

Mr.  Raker.  Your  general  statement  would  be  that  at  no  time  did 
the  white  man  do  any  of  this  work.  It  is  important  as  to  the  gen- 
eral cost  of  the  matter  and  your  relation  in  the  West  to  the  Hawaiiati 
Islands  as  to  the  matter  of  labor  and  as  to  the  cost  of  production. 

Mr.  Speeckels.  Yes. 

Mr.  Eakee.  Is  it  not  a  fact,  then,  to  put  this  as  it  occurs  in  all  the 
other  industries  outside  of  yours  in  the  West,  that  as  soon  as  you 
get  the  Japs  in  the  white  man  will  not  work  with  them  ?  He  would 
rather  starve,  practically ;  is  not  that  right  ? 

Mr.  Speeckels.  Yes ;  he  would  not  want  to  work  with  the  Jap ;  no. 

Mr.  Eakee.  That  is  the  condition? 

Mr.  Speeckels.  Yes;  I  do  not  think  he  wants  to  work  with 
the  Jap. 

Mr.  Eakee.  The  Jap  will  ordinarily  work  cheaper  than  the  whitfe 
man? 

Mr.  Speeckels.  As  I  said,  the  white  man  would  not  take  that 
employment  himself,  and  there  was  nothing  for  uS  to  do  but  to  get 
the  Japs  or  whatever  we  could,  and  to  raise  beets.  In  the  first  m- 
stance,  the  farmers  down  in  the  Pajaro  Valley  had  to  do  that.  We 
did  not  raise  a  pound  of  beets,  because  we  had  no  land  upon  which  to 
raise  them. 

Mr.  Eakee.  Have  you  been  out  through  the  fields  lately — during 
the  last  four  or  five  or  six  years? 

Mr.  Speeckels.  No. 

Mr.  Eakee.  It  has  been  my  observation,  and  I  have  been  over  the 
State  pretty  thoroughly,  -that  there  are  a  good  many  white  men, 
girls,  and  boys  working  in  these  various  businesses,  as  well  in  con- 
nection with  the  beets  as  the  rest. 

Mr.  Speeckels.  I  have  never  seen  one  in  the  beet  fields.  I  have 
passed  through  the  beet  fields,  I  know  as  far  as  our  corporation  is 
concerned,  and  I  have  been  through  the  beet  fields  at  Ventura,  at  the 
Oxnard  factory  there  at  Oxnard,  and  I  never  saw  any  there.  They 
do  not  employ  Japs,  on  account  of  being  so  far  down  south,  but  they 
get  Mexican  labor  there — and  I  think  some  Japs,  too. 

Mr.  Eakee.  You  practically  have  no  white  labor  in  the  Hawaiian 
Islands  at  all? 

Mr.  Speeckels.  Not  working  in  the  fields.  They  will  not  work 
other  than  on  the  plows. 

Mr.  Eakee.  Do  you  pay  them  the  same  wages  there  that  you  pay 
the  whites? 

Mr.  Speeckels.  The  Japs? 

Mr.  Eakee.  Yes. 

Mr.  Speeckels.  No. 

Mr.  Eakee.  In  the  Hawaiian  Islands? 

Mr.  Speeckels.  We  contract  with  one  Jap.  He  takes  the  contract 
for  a  certain  field,  we  will  say  for  so  much  for  thinning  the  beets 
and  so  much  for  hoeing. 

Mr.  Eakee.  That  is  what  I  thought.  Those  men  send  and  get  their 
labor  wherever  they  please?         ' 

Mr.  Speeckels.  They  get  them,  and  we  are  relieved  of  that. 

Mr.  Eakee.  That  is  practically  the  way  you  do  in  the  United 
States,  at  California? 
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Mr.  Spkeckels.  We  have  to  do  it. 

Mr.  Raker.  You  get  one  man  at  the  head,  and  he  gets  the  balance? 

Mr.  Spreckels.  Yes. 

Mr.  Eakee.  In  fact,  the  Japs  in  the  Hawaiian  Islands  have  prac- 
tically absorbed  all  of  the  good  labor? 

Mr.  Spreckels.  In  the  Hawaiian  Islands  you  can  not  get  a  white 
man  to  work  in  the  field.    He  can  not  stand  it  there. 

Mr.  Eaker.  That  does  not  quite  answer  my  question,  though. 
You  know  that  practically  all  of  the  labor  in  the  Hawaiian  Islands 
now  is  done  by  Japanese? 

Mr.  Spreckels.  Japanese  and  Chinese;  and  they  have  a  few 
natives. 

Mr.  Eaker.  They  send  their  sugar  over  into  the  United  States 
free? 

Mr.  Spreckels.  Yes. 

Mr.  Eaker.  And  deliver  it  at  your  door,  and  sell  it  for  the  same 
price,  practically,  as  they  do  at  New  York,  with  the  difference  you 
have  stated  this  morning? 

Mr.  Spreckels.  Yes. 

Mr.  Eaker.  Are  you  interested,  or  is  this  company  interested,  in 
any  steamship  line  between  San  Francisco  and  the  Hawaiian  Islands 
that  brings  sugar  from  the  Hawaiian  Islands  to  San  Francisco  ? 

Mr.  Spreckels.  Yes,  sir ;  I  am  president  of  that  company. 

Mr.  Eaker.  Are  the  Havemeyer  people  interested  in  that  in  any 
way? 

Mr.  Spreckels.  No,  sir. 

Mr.  Eaker.  That  is  a  separate  and  distinct  corporation? 

Mr."  Spreckels.  Yes,  sir. 

Mr.  Eaker.  You  run  this  independent  steamship  line  for  your  own 
purposes  ? 

Mr.  Spreckels.  Yes;  we  have  been  operating  the  steamship  line 
there  for  thirty-odd  years. 

Mr.  Eaker.  Do  you  not  run  sometimes  in  the  neighborhood  of 
four  months,  in  Salinas? 

Mr.  Spreckels.  No,  sir. 

Mr.  Eaker.  About  120  days? 

Mr.  Spreckels.  I  do  not  think  it  has  been  that  long.  If  we  took 
that  much  time,  for  instance,  the  rain  would  come  in  and  make  it 
impossible  to  get  the  beets  out. 

Mr.  Eaker.  I  asked  you  that  because,  as  I  understood  you,  the 
campaign  in  the  Hawaiian  Islands  is  from  January  to  June. 

Mr.  Spreckels.  Yes ;  oh,  I  thought  you  were  talking  about — - 

Mr.  Eaker.  Now,  coming  to  California,  it  commences  some  time 
in  July  and  runs  on  to  practically  December? 

Mr.  Spreckels.  No  ;  July  is  too  early.  The  latter  part  of  August 
or  the  beginning  of  September,  we  commence  harvesting,  and  then 
we  work  the  factory  night  and  day  to  get  the  beets  in  before  the 
fall  rain  comes,  you  know,  in  November. 

Mr.  Eaker.  The  cane  that  comes  from  the  Hawaiian  Islands,  then, 
and  the  sugar  made  from  beets  in  California  do  not  come  prac- 
tically in  competition,  as  one  is  used  at  one  time  and  the  other  at 
another  time? 

Mr.  Spreckels.  They  come  in  competition. 
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Mr.  Rakbe.  That  makes  it  so  that  you  can  handle  it  and  keep  the 
price  up  in  pretty  good  shape,  does  it  not? 

Mr.  Speeckels.  No  ;  there  is  competition,  just  the  same. 

Mr.  Rakee.  The  fact  that  your  cane  sugar  is  disposed  of  between 
January  and  July,  and  then  the  other  sugar  from  the  last  of  July  or 
the  first  of  August  on  into  December,  arranges  it  so  that  they  do  not 
interlace  with  each  other,  and  that  makes  it  very  nice  to  handle,  dofe 
it  not? 

Mr.  Speeckels.  No ;  it  does  not ;  because  we  have  beet  sugar  that 
will  last  us  from  the  beginning  to  the  end  of  the  year,  from  one  crop 
to  the  next  one. 

Mr.  Rakee.  How  is  that? 

Mr.  Speeckels.  We  store  it. 

Mr.  Rakee.  Can  you  store  it? 

Mr.  Speeckels.  Oh.  yes.  We  store  three  to  four  hundred  thou- 
sand bags  in  storage  at  one  time. 

Mr.  Rakee.  As  I  understand,  it  has  been  testified  here  that  yoti 
can  not  store  it  over  a  month,  because  it  would  spoil  and  cake. 

Mr.  Speeckels.  Oh,  no. 
'  Mr.  Rakee.  And  deteriorate. 

Mr.  Speeckels.  Cane  sugar  would  deteriorate,  yes;  because  it  con- 
tains a  certain  amount  of  moisture,  and  it  will  invert  the  sugar.  It 
will  convert  the  crystallizable  sugar  and  invert  it  and  make  what 
they  call  grape  sugar,  which  will  not  granulate. 

Mr.  Rakee.  If  it  is  granulated  and  refined,  you  can  store  it  easily? 

Mr.  Speeckels.  Yes;  after  it  is  refined  there  is  no  difficulty  in 
storing  it. 

Mr.  Rakee.  There  is  no  trouble,  then,  in  storing  sugar  and  han- 
dling it  for  the  market  if  you  want  to  ?  ■ 

Mr.  Speeckels.  No. 

Mr.  Rakee.  The  only  question  is  the  warehouse  expense.  That  is 
right,  is  it  not? 

Mr.  Speeckels.  Yes. '  Take  the  Hawaiian  crop.  We  have  to  store 
that.  We  have  as  much  as  $3,000,000  worth  of  stuff  on  hand,  because 
it  comes  in  in  a  short  period,  and  it  comes  faster  than  we  can  melt  it. 
We  keep  eight  or  ten  thousand  tons.  We  have  a  surplus  on  hand  at 
the  warehouse.     Of  course,  that  sugar  deteriorates. 

Mr.  Rakee.  Had  you  told  the  committee  this  morning,  before  I 
came  in,  in  regard  to  who  voted  the  Havemeyer  interests  in  the  Great 
Western  Sugar  Refining  Co.? 

Mr.  Speecioils.  I  do  not  recollect  that  the  question  was  asked. 

Mr.  Rakee.  Who  does? 

Mr.  Speeckels.  Mr.  Hannam,  the  secretary. 

Mr.  Rakee.  He  votes  at  the  meetings  of  the  board  of  directors?  ' 

Mr.  Speeckels.  Yes,  sir. 

Mr.  Rakee.  That  being  a  fact,  who  really  controls  ? 

Mr.  Speeckels.  Who  really  controls  ? 

Mr.  Rakee.  Yes. 

Mr.  Speeckels.  I  do,  absolutely.  [After  a  pause.]  Well,  Mr. 
.Raker 

Mr.  Rakee.  I  was  kind  of  thinking,  that  is  all.    [Laughter-.]   ' 

Mr.  Speeckels.  Nobody  else  controls  it  but  myself.         ' 

Mr.  Rakee.  They  consult  with  you  about  it,  do  they  not? 
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Mr.  Spreckels.  No  ;  they  do  not  consult  with  us.  They  do  not 
have  to. 

Mr.  Eakek.  Why  ? 

Mr.  Speeckels.  "Well,  we  are  not  going  to  let  anybody  a  distance 
of  3,000  miles  away  operate  our  business  when  we  are  right  on  the 
spot.  I  should  not  think  they  would  want  to  operate  it,  not  knowing 
the  conditions  as  they  prevail  there,  and  the  changes  as  they  take 
place.    To  operate  a  big  business,  you  have  to  be  on  the  spot. 

Mr.  Eaker.  There  has  been  no  disagreement  between  you  and  the 
American  Sugar  Refining  Co.,  has  there? 

Mr.  Speeckels.  No,  sir.;  not  at  all. 

Mr.  Rakee.  In  other  words,  your  method  of  running  it  has  been 
such  that  it  has  been  perfectly  satisfactory  to  those  in  the  East? 

Mr.  Speeckels.  Yes. 

Mr.  E.AKEE.  And  you  have  run  it  to  the  advantage  of  both  of  you  ? 

Mr.  Speeckels.  Sure. 

Mr.  Rakee.  You  have  run  it  to  your  personal  advantage  and  to 
the  advantage  of  the  American  Sugar  Refining  Co.  ? 

Mr.  Speeckels.  Yes ;  naturally  one  would  follow  the  other. 

Mr.  Raker.  What  is  that? 

Mr.  Speeckels.  Whatever  we  did  for  ourselves  we  had  to  do  for 
them. 

Mr.  Raker.  Have  they  ever  sent  a  representative  out  to  look  over 
the  business? 

Mr.  Speeckels.  No,  sir. 

Mr.  Raker.  Do  you  report  to  them  ? 

Mr.  Speeckels.  No,  sir. 

Mr.  Raker.  How  do  they  get  information  as  to  what  is  going  on  ? 

Mr.  Spreckels.  Well,  I  do  not  know.  I  do  not  give  them  any 
information. 

Mr.  Raker.  I  have  been  seeking  that  for  some  little  time  now. 
Just  tell  us  how  they  know  what  is  going  on  in  California  in  regard 
to  the  sugar-beet  business,  if  you  know. 

Mr.  Spreckels.  I  do  not  correspond  with  either  one  of  them. 

Mr.  Rakek.  I  know;  but  who  does? 

Mr.  Spreckels.  I  think  the  reports  are  sent — the  trial  balance  is 
sent  to  them  from  time  to  time. 

Mr.  Raker.  Who  would  send  that? 

Mr.  Spreckels.  Mr.  Hannam  would  send  that — their  representa- 
tive. 

Mr.  Raker.  Is  it  not  a  fact  that  every  month  or  every  three  months 
a  trial  balance  is  sent  East  to  the  American  Sugar  Refining  Co.  ? 

Mr.  Spreckels.  I  do  not  know  how  frequently  he  sends  it. 

Mr.  Raker.  How  often  do  you  think  it  is  sent  ? 

Mr.  Speeckels.  I  have  no  thought  about  that.  I  do  not  care 
whether  he  ever  sends  it  or  sends  it  every  day.  That  is  utterly  im- 
material to  me. 

Mr.  Raker.  I  know  it  is;  but  let  us  think  about  it  for  just  a  mo- 
ment, and  get  your  best  "  think  "  on,  and  tell  us  how  often  you  think 
this  balance  sheet  is  sent  east. 

Mr.  Spreckels.  I  might  think  wrong,  you  know,  because  I  do  not 
know  absolutely  how  often  he  sends  it,  and  it  is  utterly  immaterial 
to  me  whether  he  sends  it  or  does  not. 
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Mr.  Eakee.  I  ask  the  question  because  somebody,  as  I  remember, 
informed  me  that  you  would  know.  Somebody  said  only  last  week 
that  you  would  be  able  to  give  us  information  as  to  how  the  Ameri- 
can Sugar  Refining  Co.  received  information  from  California.  They 
thought  you  would  know.    You  are  the  man  who  runs  the  business. 

Mr.  Speeckels.  Yes. 

Mr.  Rakeh.  How  often,  in  your  judgment,  now,  do  you  think  that 
report  is  sent? 

Mr.  Speeckels.  I  have  no  judgment  at  all,  because  I  have  abso- 
lutely no  knowledge  on  that. 

Mr.  Rakee.  How  often,  then,  do  they  make  up  the  balance  sheet? 

Mr.  Speeckels.  I  do  not  know  that,  even.    I  suppose  monthly. 

Mr.  Rakee.  Monthly? 

Mr.  Speeckels.  Yes.  Naturally  we  make  a  regular  balance  sheet, 
and  I  suppose  a  copy  of  it  is  sent  by  Mr.  Hannam  to  them. 

Mr.  Rakee.  That  would  be  your  best  judgment — that  whenever  the 
balance  sheet  is  made  up  a  copy  of  that  goes  to  the  American  Sugar 
Refining  Co.? 

Mr.  Speeckels.  I  do  not  know  that  it  goes. 

Mr.  Rakee.  No  ;  but  that  would  be  your  best  judgment,  would  it 
not? 

Mr.  Speeckels.  I  think,  naturally,  it  would. 

Mr.  Rakee.  That  would  be  the  business  way.  I  am  just  getting 
at  it,  as  a  business  man,  you  being  interested  equally  in  the  corpora- 
tion. 

Mr.  Speeckels.  Naturally  they  would  want  it. 

Mr.  Rakee.  Yes.  Now,  it  has  been  stated  that  the  dividends  have 
been  very  high  in  the  California  business. 

Mr.  Speeckels.  I  do  not  know  who  could  make  that  statement. 

Mr.  Rakee.  I  forget  now  how  it  came  out,  but  I  have  been  in- 
formed by  somebody. 

Mr.  Speeckels.-  It  did  not  come  out  through  me,  because  I  did  not 
know  they  had  been  high. 

Mr.  Rakee.  You  think  they  have  not  been  excessively  high  ? 

Mr.  Speeckels.  Not  excessively  high;  no. 

Mr.  Rakee.  And  would  you  say  that  you  have  any  books  before 
1906  with  regard  to  this  matter? 

Mr.  Speeckels.  Before  1906? 

Mr  Rakee.  Yes. 

Mr.  Speeckels.  Well,  I  doubt  it  very  much,  because,  you  know, 
cur  entire  office  building  all  came  down  in  a  heap  and  everything  was 
burned  up. 

Mr.  Rakee.  You  would  not  be  able  to  state  at  this  time  ? 

Mr.  Speeckels.  No. 

Mr.  Rakee.  But  you  will  look  that  up  and  let  us  know,  will  you  ? 

Mr.  Speeckels.  Yes,  sir. 

Mr.  Rakee.  You  have  the  books  of  the  company  since  tha/t  time, 
have  you  not? 

Mr.  Speeckels.  Yes,  sir. 

Mr.  Rakee.  That  would  show  the  amount  of  money  expended  and 
the  amount  of  dividends  paid,  and  would  also  show  the  monthly 
statements  ? 

Mr.  Speeckels.  Yes,  sir. 
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Mr.  Rakee.  Is  there  any  representative  who  comes  from  the  East 
to  visit  this  factory  and  who  goes  over  the  sugar  business  ? 

Mr.  Speeckels.  The  only  man  that  comes  is  Dr.  Hooker,  who  is  a 
technical  man — a  chemist — and  he  visits  the  various  factories,  and 
whenever  he  sees  any  improvements  in  one  he  will  convey  it  to  the 
others,  and  in  that  way  we  get  the  best  results. 

Mr.  Eakee.  You  understand  that  Mr.  Hooker  is  very  high  up, 
and  one  of  the  high  officers  of  the  American  Sugar  Refining  Co.? 

Mr.  Speeckels.  I  do  not  know  that.  All  I  know  of  him  is  that 
he  is  the  technical  man,  whose  business  it  is  to  visit  the  various  fac- 
tories and  to  note  how  they  are  doing;  and  if  there  is  any  improve- 
ment that  he  can  suggest,  he  suggests  it. 

Mr.  Kaker.  It  has  been  your  understanding  that  he  is  one  of  the 
members  of  the  American  Sugar  Refining  Co. — interested  in  it? 

Mr.  Speeckels.  Yes. 

Mr.  Rakee.  And  a  director? 

Mr.  Speeckels.  No;  that  I  do  not  know,  whether  he  is  or  not. 
I  have  absolutely  no  connection  in  that,  and  never  attended  any  of 
their  meetings. 

Mr.  Rakee.  I  am  assuming  that  you  have  not.  But,  of  course, 
if  he  has  a  direct  interest  in  the  American  Sugar  Refining  Co.  and 
comes  out  to  see  how  you  are  running  it,_it  would  kind  of  look  to 
a  man  ordinarily  that  he  was  interested  in  your  factory,  would  it 
not? 

Mr.  Speeckels.  He  is  not  interested.  Most  of  the  time  he  has 
been  out  there  we  have  made  a  request. 

Mr.  Rakee.  You  have  made  a  request? 

Mr.  Speeckels.  Yes ;  on  request  he  came  out  there. 

Mr.  Rakee.  Who  did  you  make  the  request  of  ?  ' 

Mr.  Speeckels.  Who  did  I  make  the  request  of? 

Mr.  Rakee.  Yes. 

Mr.  Speeckels.  It  was  made,  I  think,  possibly,  of  Mr.  Have- 
meyer. 

Mr.  Rakee.  That  is  it.    And  he  would  send  him? 

Mr.  Speeckels.  Yes;  we  would  ask  whether  he  could  not  send 
him  out.  If  we  were  in  need  of  a  technical  man  we  would  ask  if  he 
knew  of  any,  or  could  he  spare  any  from  one  of  his  other  factories, 
and  he  would  say,  "  Yes." 

Mr.  Rakee.  And  Mr.  Hooker  would  make  an  exammation  oi 
conditions  ? 

Mr.  Speeckels.  Yes. 

Mr.  Rakee.  Who  paid  him  you  do  not  know  ? 

Mr.  Speeckels.  I  do  not  know,  and  I  do  not  care,  either. 

Mr.  Rakee.  Of  course  you  have  no  way  of  knowing  who  paid  him  ? 

Mr.  Speeckels.  No,  sir;  I  never  inquired  into  it. 

Mr'.  Rakee.  Is  it  not  kind  of  funny,  to  get  down  to  business,  that 
a  high-class  man  would  come  out  there  and  go  into  your  beet  busi- 
ness and  into  your  factory  and  test  your  beets,  and  go  right  to  the 
inside  of  the  business,  and  that  you  did  not  care  where  he  came  from 
and  who  paid  him? 

Mr.  Speeckels.  No. 

Mr.  Rakee.  What?  ,  ■,      ,        ■        a 

Mr.  Speeckels.  I  said  I  knew  he  came  from  the  American  bugar 

Refining  Co. 
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Mr.  Raker.  You  would  not  let  me  go  into  your  factory  if  you 
thought  I  was  a  scientific  man  and  an  expert  in  chemestry,  and  go 
through  your  factory,  would  you? 

Mr.  Speeckeus.  I  would  not  hesitate  a  moment. 

Mr.  Eakee.  Without  any  knowledge  about  me? 

Mr.  Speeckels.  I  would  not  hesitate  a  moment.  I  will  be  glad 
to  take  you  through  at  any  time  you  want  to  see  it. 

Mr.  Rakee.  I  have  been  through  it,  but  not  as  an  expert.  That 
is  all. 

The  Chaieman.  Mr.  Hinds? 

Mr.  Hinds.  Mr.  Spreckels,  what  is  the  refinery  of  the  American 
Sugar  Refining  Co.  nearest  to  San  Francisco?  What  is  the  nearest 
refinery  to  you  ? 

Mr.  Speeckels.  That  I  could  not  say.  There  was  a  refinery  in 
Chicago,  but  whether  the  American  Sugar  Refining  Co.  owns  that 
or  not  I  do  not  know,  and  whether  or  not  that  is  operated  I  do  not 
know. 

Mr.  Hinds.  It  was  at  Chicago  or  New  Orleans? 

Mr.  Speeckels.  I  suppose  the  nearest  would  be  New  Orleans. 
There  is  a  very  large  factory  there. 

Mr.  Hinds.  As  a  proposition  of  business  economy  is  there  any 
economy  in  administering  the  refining  business  of  the  American 
Sugar  Refining  Co.,  having  a  refinery  at  San  Francisco  ? 

Mr.  Speeckels.  Any  economy  ? 

Mr.  Hinds.  Yes.  Does  it  enable  them  to  run  their  other  refineries 
any  cheaper? 

Mr.  Speeckels.  No;  California  does  not  affect  it  in  that  respect. 
It  affects  it  this  way :  Where  we  operate  the  one  we  can  operate  much 
cheaper  than  if  the  one  belonging  to  the  American  were  operating 
also,  because  if  you  cut  it  in  two  each  would  be  operating  at  half 
capacity,  and  it  would  increase  materially  the  cost  of  production. 

Mr.  Hinds.  That  is,  in  San  Francisco  itself  ? 

Mr.  Speeckels.  Yes. 

Mr.  Hinds.  But  so  far  as  the  economy  of  general  sugar  produc- 
tion in  this  country  is  concerned,  there  would  be  no  loss  if  your 
refinery  at  San  Francisco  was  independent  and  cut  loose  from  the 
American  Sugar  Refining  Co.? 

Mr.  Speeckels.  No ;  it  would  not  make  a  particle  of  difference. 

Mr.  Hinds.  The  industry  would  be  as  economically  conducted? 

Mr.  Speeckels.  Yes,  sir. 

Mr.  Hinds.  That  being  so,  what  was  the  motive  of  the  American 
Sugar  Refining  Co.  in  trying  to  get  a  foothold  in  San  Francisco? 

Mr.  Speeckels.  Well,  of  course  it  is  pretty  hard  to  determine  what 
a  man's  motive  is.  They  came  in  and  bought  this  American  refinery, 
a  refinery  that  had  been  lying  idle  for  some  time,  and  they  operate  it. 

Mr.  Hinds.  But  it  does  not  seem  reasonable  that  they  did  it  for 
the  purpose  of  lessening  the  production  cost  of  sugar  in  the  United 
States? 

Mr.  Speeckels.  No  ;  I  do  not  know  what  their  object  was. 

Mr.  Hinds.  But  it  would  not  be  reasonable  to  suppose  that  that 
was  their  object,  would  it? 

Mr.  Speeckels.  I  do  not  see  how  it  could  lessen  it.  It  would  rather 
increase  the  cost  if  they  operate  it  and  we  operate  it,  because  it  would 
increase  the  cost  of  production. 
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Mr.  Hinds.  Can  you  think  of  any  reason  why  they  should  have 
come  out  there  unless  it  was  to  dominate  and  monopolize  the  whole 
sugar  business  of  the  United  States  at  one  time? 

Mr.  Speeckels.  That  I  do  not  know.  It  is  pretty  hard  to  think 
what  another  man's  motive  was,  or  what  governed  him. 

Mr.  Hinds.  No ;  I  was  asking  if  you  could  think  or  imagine  of  any 
other  reason  from  your  experience  in  the  sugar  business  ? 

Mr.  Speeckels.  Of  course,  I  suppose  they  wanted  to  make  their 
circle  as  large  as  they  could. 

Mr.  Hinds.  Yes;  to  dominate  as  much  of  the  industry  as  they 
could  ? 

Mr.  Speeckels.  Yes;  and  they  wanted  us  to  join  the  trust  and  we 
refused. 

Mr.  Hinds.  May  I  ask  as  a  matter  of  fact  whether  their  coming 
out  there  has  not  resulted  in  the  domination  by  them  of  the  sugar 
industry  on  the  Pacific  coast? 

Mr.  Speeckels.  No. 

Mr.  Hinds.  It  has  not? 

Mr.  Speeckels.  It  has  not. 

Mr.  Hinds.  So  that  the  purpose 

Mr.  Speeckels.  Because  they  did  not  succeed,  if  that  was  their 
motive  in  starting  the  refinery,  because  it  compelled  us  to  go  to  Phila- 
delphia and  fight  them  in  their  own  territory ;  and  then,  as  I  say,  we 
came  to  our  senses  and 

Mr.  Hinds.  How  far  east  does  your  sugar  get  that  you  refine? 

Mr.  Speeckels.  As  far  as  the  Missouri  River. 

Mr.  Hinds.  What  refineries  of  the  American  Co.  meet  you  there  ? 

Mr.  Speeckels.  All  the  refineries  that  are  members  of  their 

Mr.  Hinds.  New  York  and  New  Orleans? 

Mr.  Speeckels.  New  York  and  New  Orleans;  principally  New  Or- 
leans. That  is  all  governed  by  the  freight  rate.  Of  course,  they  have 
a  lower  freight  rate  from  New  Orleans  than  they  would  have  from 
New  York. 

Mr.  Hinds.  Are  you  conscious  of  competition  with  their  refineries 
in  that  territory? 

Mr.  Speeckels.  Oh,  yes. 

Mr.  Hinds.  That  is,  you  compete  with  them  without  regard  to  the 
fact  that  you  are  part  of  the  same  institiition  ? 

Mr.  Speecicels.  We  are  not  a  part  of  the  same  institution. 

Mr.  Hinds.  They  own  half  of  your  stock,  do  they  not  ? 

Mr.  Speeckels.  I  know ;  but  we  have  nothing  to  do  with  the  Ameri- 
can Sugar  Eefinmg  Co.  We  are  not  interested  in  it  or  dominated 
by  it. 

Mr.  Hinds.  You  go  on  and  run  it  as  you  wish  ? 

Mr.  Speeckels.  Independent  of  them.  Of  course,  they  are  simply 
stockholders  in  our  concern  and  nothing  more. 

Mr.  Hinds.  But  they  are  stockholders  with  the  power  of  veto,  of 
course,  having  one-half  of  the  stock. 

Mr.  Speeckels.  Well^  I  do  not  know  whether  they  have  that  num- 
ber. We  have  a  majority  of  the  directors.  In  fact,  I  am  a  director 
and  my  brother  and  my  son  and  our  attorney.  How  they  can  domi- 
nate that,  I  do  not  know.    We  control  it. 

Mr.  Hinds.  When  you  have  your  next  stockholders'  meeting,  to 
elect  suppose  there  are  300  votes  for  you  and  300  votes  for  another 
set  of  men. 


1012  AMEKIOAN   SUGAB  REFINING  00, 

Mr.  Speeckels.  Then  we  will  remain  over. 

Mr.  Hinds.  Then  you  will  remain  over? 

Mr.  Spebc'icels.  Certainly;  they  can  not  put  us  out,  and  they  can 
not  put  anybody  in. 

Mr.  Hinds.  I  see.  So  that  the  man  who  gets  the  first  lap  of  this 
race  at  the  start  holds  it  ever  after  ? 

Mr.  Speeckels.  That  is  true.  The  only  waj;-  they  could  get  us 
out  would  be  if  we  sold  some  of  our  stock  and  they  got  hold  of  it,  they 
might  control  it.    That  is  the  only  way  they  could. 

Mr.  Hinds.  You  do  not  know,  when  Mr.  Havemeyer  and  Mr.  Claus 
Spreckels  started  out,  how  they  settled  that  important  question  ? 

Mr.  Spkeckbls.  No  ;  I  was  not  present  at  that  time. 

Mr.  Hinds.  What  is  the  size  of  an  economical  cane  factory? 

Mr.  Speeckels.  The  larger  the  size,  the  more  economically  they 
work. 

Mr.  Hinds.  But  there  is  a  limit,  I  suppose,  of  eiEciency  ? 

Mr.  Speeckels.  Yes.  I  think  the  most  economical  factory  they 
have  is  the  one  at  New  Orleans. 

Mr.  Hinds.  That  is  about  how  many  tons  a  year  ?  . 

Mr.  Speeckels.  I  think  it  is  about — I  really  could  not  say.  I 
never  have  been  in  the  factory. 

Mr.  Hinds.  How  many  tons  a  year  in  your  factory  in  San  Fran- 
cisco can  you  operate? 

Mr.  Speeckels.  We  can  operate  150,000  tons  if  necessary. 

Mr.  Hinds.  What  is  the  best  location  for  such  a  cane  factory  ? 

Mr.  Speeckels.  Near  the  water  front,  where  they  have  water 
facilities  and  railroad  facilities. 

Mr.  Hinds.  Water  facilities  so  as  to  get  their  raw  material? 

Mr.  Speeckels.  Yes;  and  then  the  railroad  for  the  interior. 

Mr.  Hinds.  Might  you  not  have  put  a  cane  factory,  say,  in  Utah 
and  carried  the  raw  material  up  there  by  railroad  ? 

Mr.  Speeckels.  It  would  hardly  pay. 

Mr.  Hinds.  It  would  hardly  pay? 

Mr.  Speeckels.  No. 

Mr.  Hinds.  Why  not? 

Mr.  Speeckels.  You  could  not,  from  Utah  very  well,  make  the 
shipments  that  would  go  by  sea.  We  had  the  advantage  in  San 
Francisco  in  going  up  to  Portland  and  along  the  coast,  where  we 
utilized  steamship  service  and  get  a  good  deal  cheaper  service  than 
we  could  by  rail. 

Mr.  Hinds.  So  that  it  is  evident  that  no  cane  refineries,  if  there 
were  to  be  any,  would  ever  be  put  on  the  seacoast? 

Mr.  Speeckels.  No. 

Mr.  Hinds.  Has  the  trust  pretty  well  taken  up  that  territory — 
that  is,  the  trust  and  its  affiliated  concerns  ? 

Mr.  Speeckels.  Oh,  no;  I  do  not  think  so.  You  mean  in  what 
portion  of  the  country? 

Mr.  Hinds.  I  mean  east  and  west.  They  have  an  interest  in  a  fac- 
tory at  San  Francisco,  for  instance? 

Mr.  Speeckels.  Yes. 

Mr.  Hinds.  That  takes  care  of  the  sugar  situation  from  the  re- 
finery's standpoint  pretty  well  on  the  Pacific  Coast,  I  suppose? 

Mr.  Speeckels.  Yes. 

Mr.  Hinds.  There  is  another  at  New  Orleans  which  takes  care  of  it 
on  the  southern  Gulf  coast? 
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Mr.  Spkeckels.  Yes. 

Mr.  Hinds.  Then  at  Philadelphia,  New  York,  and  Boston? 

Mr.  tePEECKELS.  Yes. 

Mr.  Hinds.  So  that  if  new  capital  should  wish  to  come  into  the 
sugar  business  in  the  refinery  portion  of  it,  it  would  have  to  meet 
old  established  capital  and  a  great  deal  of  it,  would  it  not,  in  this 
country  ?  _  ' 

Mr.  Speeckels.  I  have  not  given  that  matter  a  thought. 

Mr.  Hinds.  Would  you  think  a  competitor,  a  new  cane-sugar  re- 
fanery,  could  come  into  San  Francisco  with  much  prospect  of  success? 

Mr.  fepRECKELS.  Unless  there  be  an  individual  that  thinks  we  are 
making  too  much  money  and  wants  to  divide  with  us,  and  says,  "  I 
wil  go  in  and  get  a  piece  of  what  they  are  making."  Of  course,  there 
will  be  that 

Mr.  Hinds  (interrupting).  If  you  should  temporarily  put  these 
14  corporations  that  you  are  in,  or  interested  in,  into  the  hands  of 
agents,  and  devote  yourself  wholly  to  the  fifteenth  one,  which  is  the 
sugar  business,  how  long  would  that  man  last,  unless  he  was  a  pretty 
potential  man? 

Mr.  Spkeckels.  The  best  way  I  can  talk  is  from  experience.  We 
had  two  factories,  and  the  trust  made  peace  with  us  and  said 

Mr.  Hinds  (interrupting).  In  other  words,  new  capital,  that  was 
also  prudent  capital,  would  not  probably  go  into  the  refining  busi- 
ness anywhere  on  the  seacoast  of  America,  would  it,  to-day,  in  your 
judgment  ? 

Mr.  Speeckels.  No.  I  would  not  enter  it,  because  the  field  is  well 
enough  occupied. 

Mr.  Hinds.  That  is  the  idea.  How  does  it  happen  that  these  rela- 
tively small  concerns  are  springing  up  through  the  West  in  the  beet- 
sugar  business? 

Mr.  Speeckels.  I  think  it  is  largely  due  to  the  policy  of  the 
trust  in  fostering  those  things.  They  are  interested  themselves  and 
provide  capital,  I  suppose,  in  the  case  of  those  interior  factories,  as 
they  did  in  our  case,  where  they  put  in  about  $3,500,000. 

Mr.  Hinds.  Did  the  trust  foster  most  of  these  beet-sugar  factories, 
or  did  they  start  up  or  want  to  start  up  before  the  trust  got  into  the 
game? 

Mr.  Speeckels.  I  suppose  they  went  to  the  trust  and  asked  whether 
they  would  foster  such  an  industry  if  they  started  it,  and  I  suppose 
they  did 

Mr.  Hinds  (interrupting).  Do  you  think  it  would  be  any  easier 
for  new  capital  to  get  into  the  sugar  business  in  beet  territory  than 
on  the  seacoast  ? 

Mr.  Speeckels.  The  only  thing  that  probably  would  prevent  capi- 
tal going  into  the  beet-sugar  business  would  be  the  fear  that  the 
tariff  might  be  taken  off,  and  they  would  lose  the  capital  or  whatever 
they  had  put  into  it. 

Mr.  Hinds.  With  these  railroad  rates  working  to  their  advantage, 
do  you  think  that  capital,  if  the  tariff  should  be  permanent,  would 
feel  safe  in  going  into  competition  in  the  sugar  business  in  the  beet- 
sugar  belts?  Do  you  think  it  would  have  any  more  assurance  then 
than  it  would  on  the  seacoast  in  competition  with  the  cane  refineries  ? 

Mr.  Spkeckels.  That  would  not  make  any  difference  at  all.  You 
could'  build  a  beet  factory  in  the  interior.     In  fact,  they  are  all  built 
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there.  You  have  to  build  a  beet  factory  where  you  get  the  land  and 
the  result  from  the  land.  They  are  not  dependent  on  location  at  all, 
but — — 

Mr.  Hinds  (interrupting).  In  other  words,  there  would  , be  more 
opportunity  of  expansion  in  the  sugar  industry  in  the  beets  than  in 
the  cane  ? 

Mr.  Speeckels.  Oh,  yes;  in  the  interior.  Thej  would  not  have 
land  on  the  seacoast  anywhere  where  they  could  raise  beets. 

Mr.  Hinds.  You  spoke  of  Mr.  Glaus  Augustus  Spreckels,  of  New 
York,  bringing  a  cargo  of  sugar  around  Cape  Horn. 

Mr.  Spreckels.  Yes. 

Mr.  Hinds.  Can  you  tell  what  freight  he  paid  around  the  Horn? 

Mr.  Spreckels.  I  think  he  paid  about  6^. 

•  Mr.  Hinds.  Six  and  a  half  cents  ? 

Mr.  Spreckels.  $6.50  per  ton. 

Mr.  Hinds.  Do  you  know  what  freight  across  the  Atlantic  is  for 
sugar  ?    It  is  about  $10  a  ton,  is  it  not  ? 

Mr.  Spreckels.  I  really  do  not  know,  and  I  have  no  means  of 
knowing  that. 

Mr.  Hinds.  It  was  given  here.  The  freight  he  paid  was  $6.50  a 
ton? 

Mr.  Spreckels.  Yes. 

Mr.  Hinds.  Is  that  cheaper  than  it  could  be  brought  overland  by 
rail? 

Mr.  Spreckels.  Oh,  yes ;  very  much  so. 

Mr. Hinds.  Very  much  cheaper? 

Mr.  Spreckels.  Yes. 

Mr.  Hinds.  How  far  by  rail  could  you  get  a  ton  of  sugar  from  San 
Francisco  toward  the  east  for  $6.50? 

Mr.  Spreckels.  I  would  have  to  go  into  a  calculation  on  that. 
Sometimes  we  have  to  pay  big  rates  and  sometimes  we  get  a  longer 
haul  for  less  money  than  we  do  a  short  haul. 

Mr.  Hinds.  You  spoke  of  sugar  being  landed  in  San  Francisco 
from  the  Hongkong  refinery  ? 

Mr.  Spreckels.  Yes ;  we  have  had  that  several  times. 

Mr.  Hinds.  Do  you  know  what  the  freight  is  from  Hongkong  to 
San  Francisco? 

Mr.  Spreckels.  It  would  depend  on  the  amount  of  freight.  I  sup- 
pose they  could  get  it  as  low  as  $4  a  ton. 

Mr. Hinds.  How  much  a  ton? 

Mr.  Spreckels.  $4  a  ton.  I  have  known  steamers  to  take  in  rocks 
for  ballast,  or  stone,  and  they  would  much  prefer  to  take  sugar  for 
$1  a  ton.  They  would  much  prefer  to  take  sugar  at  $1  a  ton  than  to 
take  rocks.  • 

Mr.  Hinds.  You  think  they  might  bring  sugar  from  Hongkong  for 
$1  a  ton? 

Mr.  Spreckels.  Depending  on  how  much  the  steamship  was  in 
want  of  freight  at  the  time. 

Mr.  Hinds.  That  would  be  10  cents  per  hundred  pounds? 

Mr.  Spreckels.  Yes. 

Mr.  Hinds.  I  think  that  was  the  Atlantic  freight  testified  to  here. 
What  sort  of  refineries  have  thej^  at  Hongkong? 

Mr.  Spreckels.  They  have  quite  a  large  one.  I  have  never  seen  it. 
They  have  a  large  refinery  there,  I  think. 
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Mr.  Hinds.  Eun  by  the  Chinese  or  English? 

Mr.  Speeckels.  That  I  do  not  know.  It  is  an  English  concern- 
English  capital  in  it. 

Mr. Hinds.  Where  do  they  get  cane? 

Mr.  Spreckels.  They  get  that  from  Formosa,  principally. 

Mr.  Hinds.  Does  sugar  cane  grow  in  China? 

Mr.  Speeckels.  I  think  so,  yes.  We  used  to  export  sugar  to  Japan 
years  ago,  probably  8  or  10  years  ago;  but  now  they  are  supplied 
from  the  Hongkong  refinery. 

Mr,  Hinds.  Have  the  Japanese  themselves  gone  into  the  sugar- 
refining  busines  at  all? 

_   Mr.  Speeckels.  No  ;  they  are  going  into  the  sugar  business  in  the 
island  of  Formosa.     I  think  they  have  a  big  tract  of  land  there. 

Mr.  Hinds.  Do  you  know  anything  of  the  capacities  of  the  island  ? 

Mr.  Speeckels.  No. 

Mr.  Hinds.  Do  you  think  that  rate  of  $1  per  ton,  10  cents  per 
100  pounds,  would  be  a  freight  rate  from  Hongkong  to  San  Fran- 
cisco that  might  become  a  standing  commercial  rate  ? 

Mr.  Speeckels.  No  ;  it  would  not  be  a  commercial  rate. 

Mr.  Hinds.  It  would  be  an  exceptional  rate  ? 

Mr.  Speeckels.  Yes,  it  would  be  an  exceptional  rate.  We  oper- 
ated steamers  to  Australia,  a  distance  of  7,250  miles,  where  we  took 
as  low  as  $4  a  ton  for  that  distance,  silnply  because  we  wanted  the 
weight  or  had  to  have  the  weight  from  San  Francisco  to  Australia. 

Mr.  Hinds.  From  San  Francisco  to  Australia? 

Mr.  Speeckels.  Yes,  to  Sidney. 

Mr.  Hinds.  So  there  will  always  be  the  possibility  of  influxes  of 
sugar  at  that  low  rate  from  the  Orient? 

Mr.  Speeckels.  Yes.  For  instance,  if  there  was  a  tramp  steamer 
that  had  an  engagement  for  a  cargo  from  San  Francisco,  for  in- 
stance, and  wanted  to  get  there  and  could  not  get  the  freight,  it 
would  be  glad  to  take  a  shipment  of  sugar  or  anything  else  that 
might  offer,  and  take  it  cheaply  in  competition  with  a  regular  line. 

Mr.  Hinds.  So  that  under  certain  circumstances  that  refinery  at 
Hongkong  might  be  nearer  to  you  in  San  Francisco  or  as  near  as 
the  beet-sugar  factories  of  the  Utah  Co.  in  Utah,  I  suppose  ? 

Mr.  Speeckels.  Yes. 

Mr.  Hinds.  This  circular  which  was  shown  to  you  has  a  statement 

as  follows: 

The  total  capitalization  of  the  beet-sugar  factories  of  this  country  exceeds 
$100,000,000.  They  produce  only  450,000  tons  of  refined  sugar.  A  cane-sugar 
refinery ' located  in  New  York,-  with  on«-tenth  the  capitalization,  can  produce 
an  equal  amount  of  refined  sugar. 

Mr.  Speeckels.  You  might  as  well  make  it  double  or  treble,  if 
you  want  to.    They  can  put  anything  on  paper  they  want  to. 

Mr.  Hinds.  Is  that  a  fair  statement  of  the  capitalization  of  the 
beet-sugar  companies? 
Mr   Speeckels.  No,  I  do  not  think  so; 
Mr.  Hinds.  $100,000,000? 
"     Mr.  Speeckels.  I  have  no  means  of  guessing,  and  I  do_not  see  how 
anybody  else  has  unless  they  went  into  it.    It  is  the  easiest  thing  in 
the  world  to  make  an  offhand  statement,  but  when  you  come  down  to 
analyzing  it,  it  is  a  different  proposition. 

.  Mr.  Hinds.  Can  you  state  what  refined  sugar  sells  for  in  the  mar- 
'ket  in  San  Francisco? 
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Mr.  Speeckels.  What  it  sells  for? 
Mr.  Hinds.  Yes. 

Mr.  Speeckels.  Yes ;  by  telegraphing  I  could  find  ottt,  you  know. 

Mr.  Hinds.  About  4^  cents  ? 

Mr.  Speeckels.  I  think  it  is  either  4J  or  5  cents.  It  was  down  to 
4  cents  a  short  time  ago,  and  it  may  be  higher.  I  do  not  know.  It 
is  probably  4J  Cents  now. 

Mr.  Hinds.  Can  you  tell  what  sugar  sells  for  at  retail  on  the  Pa- 
cific coast? 

Mr.  Speeckels.  No.  Sometimes  it  sells  for  retail  at  less  than  they 
pay  us.  Sometimes  a  merchant  who  is  of  a  spieculative  nature  will 
say,  "  Sugar  is  low,"  and  he  may  have  some  information  that  in  the 
future  sugar  will  go  upj  and  he  will  say,  "  I  would  like  to  have 
100,000  bags."  "We  sell  it  to  him.  Sugar  goes  up,  and  then  he  is 
competing  with  us,  because,  of  course,  if  sugar  goes  up  in  the  world, 
we  follow ;  but  he  has  a  big  stock  and  he  has  to  get  rid  of  it,  and  he 
has  to  beat  our  price  to  get  rid  of  it. 

Mr.  Hinds.  Do  you  mean  the  margin  on  sugar  is  so  low  and  the 
oscillation  of  the  wholesale  price  so  great  that  sometimes  you  find 
him  selling  it  at  retail  on  the  market  at  less  than  you  are  selling  it 
for  at  wholesale? 

Mr.  Speeckels.  Yes ;  that^  frequently  happens. 

Mr.  Hinds.  So  that  in  Sah  Francisco  the  retail  price  of  sugar  is 
sometimes  under  5  cents? 

Mr.  Speeckels.  Oh,  yes. 

Mr.  Hinds.  Has  that  been  so  lately,  do  you  think? 

Mr.  Speeckels.  I  do  not  know  how  long  ago ;  yes,  it  has  been  so 
lately. 

Mr.  Hinds.  Have  you  seen  the  report  of  the  British  Board  of 
Trade  on  comparative  retail  prices  in  the  United  States  and  Eng- 
land? 

Mr.  Speeckels.  No;  I  have  not. 

Mr.  Hinds.  That  report  shoM'^s  that  a  pound  of  sugar  in  England 
sells  for  about  4.1  cents,  and  from  IJ  to  2  cents  higher  in  this  coun- 
try. England  is  nearer  the  world's  market  of  sugar  than  we  are,  is 
it  not? 

Mr.  Speeckels.  Yes ;  but  in  England,  you  know,  that  has  reference 
to  beet  sugar,  bounty  paid,  and  the  sugar  sells  higher  in  Germany 
itself  than  it  does  in  England. 

Mr.  Hinds.  That  is  because  of  certain  internal-revenue  taxes  ? 

Mr.  Speeckels.  Yes. 

Mr.  Hinds.  But  England  is  a  free-trade  market  for  sugar? 

Mr.  Speeckels.  Yes. 

Mr.  Hinds.  That  same  report  of  the  British  Board  of  Trade  shows 
that  flour  sells  in  England  for  about  2i  cents  a  pound  and  in  the 
United  States  for  about  3J  cents  a;  pound. 

Mr.  Speeckels.  Yes. 

Mr.  Hinds.  The  United  States  is  a  market  for  flour,  is  it  not? 
Flour  is  sent  from  here  over  there  ?  We  are  nearer  thie  world's  mar- 
ket of  flour  than  England  is,  are  we  not? 

Mr.  Speeckels.  I  do  not  know  much  about  the  flour  business. 

Mr.  Hinds.  You  can  not  give  any  explanation  why  there  should  be 
that  divergence  between  sugar  and  flour? 

Mr.  Speeckels.  England  gets  a  good  deal  of  its  wheat  from  the 
Argentine. 
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Mr.  Hinds.  Which  is  still  farther  than  our  wheat  fields. 

Mr.  Speeckels.  Farther  away? 

Mr.  Hinds.  Yes;  the  Argentine  wheat  field. 

Mr.  Speeckels.  Yes ;  but  it  is  not  very  far  from  Argentine  to  Eng- 
land. When  a  product  once  gets  aboard  a  ship  a,  few  days'  difference 
does  not  matter  very  much,  you  know. 

Mr.  Hinds,  Another  thing:  The  article  of  baker's  bread,  which 
does  not  enter  into  commerce  a  great  deal,  sells  in  England  for  about 
2  cents  a  pound,  and  in  this  country,  which  is  much  nearer  to  the 
wheat  field,  for  about  5  cents  a  pound,  according  to  the  reports  of  the 
British  Board  of  Trade.  Can  you  give  any  explanation  why  bread 
should  be  so  much  higher  in  this  country  than  in  England,  and  sugar 
should  keep  down  so  near  the  line  of  what  you  might  call  the  reason- 
able tariff  difference? 

Mr.  Spkeckels.  I  do  not  know.  I  could  tell  better  if  I  saw  the 
statistics  and  reasoned  the  matter  out  in  that  way  why  it  should  be. 
I  do  not  know  much  about  the  bread  business  or  the  flour  business 
and  not  much  about  the  sugar  business. 

Mr.  Hinds.  Do  you  have  any  means  of  controlling  the  jobbers  or 
retail  prices  of  sugar  in  your  territory? 

Mr.  Speeckels.  No.  He  is  a  free  agent.  We  sell  the  sugar,  and 
he  does  as  he  pleases  with  it.    We  do  not  control  it. 

Mr.  Hinds.  Can  you  give  any  reason  why  he  sells  it  so  close  to 
your  price,  taking  so  little  toll  for  the  distribution  ? 

Mr.  Speeckels.  Sugar  being  a  staple  article,  they  expect  to  and  do 
make  a  very  little  profit  on  it,  for  the  reason  that  everybody  has  to 
have  sugar 

Mr.  Hinds  (interrupting).  And  everybody  knows  about  it? 

Mr.  Speeckels.  Everybody  knoWs  about  it. 

Mr.  Hinds.  Knows  about  its  quality? 

Mr.  Speeckels.  Yes;  and  he  puts  it  down  as  an  attraction  to  his 
customers. 

Mr.  Hinds.  He  uses  it  as  a  leader  ? 

Mr.  Speeckels.  Yes ;  he  uses  it  as  a  leader  in  the  hopes  he  will  sell 
them  some  tea  or  flour  or  something  else  upon  which  he  makes  a 
better  profit. 

Mr.  Hinds.  In  that  case,  if  the  tariff  should  be  removed  from 
sugar,  the  Government,  of  course,  would  lose  one-half  of  that  removal 
for  revenue? 

Mr.  Speeckels.  Yes.  . 

Mr.  Hinds.  The  consumer  would  probably  get  the  benefit  of  it, 
would  he?  . 

Mr.  Speeckels.  I  do  not  know.  From  past  experiences  I  would 
say  that  the  consumer  has  not  received  the  benefit  in  the  cases  I  cited 
this  morning. 

Mr.  Hinds.  What  is  competition,  Mr.  Spreckels? 

Mr.  Speeckels.  Well,  two  parties  having  the  same  article  to  dis- 
pose of,  one  more  anxious  to  sell  than  the  other,  and  he  cuts  his 

price.  „  .  n 

Mr.  Hinds.  Why  can  not  they  both  sell  it? 

Mr.  Speeckels.  They  can. 

Mr.  Hinds.  Then  why  should  either  have  anxiety  as  to  the  other? 
Why  should  he  trouble  about  competition? 
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Mr  Speeckels.  I  do  not  know.  It  depends  upon  the  trade.  If 
there  is  suiEcient  trade  to  warrant  a  good  profit  for  both,  there  would 

be  no  competition.  ,        .  j_-,-      • 

Mr  Hinds.  In  other  words,  whether  there  is  competition  in  sugar 
or  not  depends  on  whether  the  country  is  full  of  sugar?  • 

Mr.  Spebckels.  It  depends  largely  on  the  supply  and  demand. 
For  instance,  a  man  has  a  given  article;  say,  for  instance,  i  nave  a 
large  quantity  of  flour.  I  want  to  sell  it  I  have  a  big  stock  of  it, 
Eather  than  keep  it  and  let  it  get  weeviled,  I  will  say,  I  will  cut  the 
price  on  this  and  get  rid  of  it.  .     .  -,,     j,  j.i  -n  u 

Mr.  Hinds.  So  that,  if  the  country  is  full  of  sugar,  there  will  be 
competition  and  prices  will  be  cut  inevitably? 

Mr.  Speeckels.  Oh,  yes.  x      -c  n    j; 

Mr.  Hinds.  And  whatever  tends  to  keep  this  country  full  of  sugar 
will  tend  to  keep  prices  down? 

Mr.  Sprbckels.  Yes ;  naturally.  -^.1,20. 

Mr.  Hinds.  And  anybody  who  wishes  to  monopolize  it,  the  hrst 
thing  he  will  have  to  do  is 

Mr.  Speeckels  (interrupting).  To  buy  up  all  the  sugar. 

Mr.  Hinds.  Or  try  to  suppress  some  of  the  production  ? 

Mr.  Speeckels.  Yes ;  but  that  is  not  possible. 

Mr.  HiKDS.  The  trust  has  shown  that  not  to  be  possible? 

Mr.  Speeckels.  Yes. 

Mr.  Hinds.  They  tried  it,  did  they  not? 

Mr.  Speeckels.  I  believe  so. 

Mr.  Hinds.  Suppose  we  should  strip  off  enough  of  your  duty  to 
cripple  your  beet-sugar  industry,  what  would  keep  this  country  full 
of  sugar  then? 

Mr.  Speeckels.  I  think  most  likely  there  would  be  a  shortage,  be- 
cause the  cane-sugar  countries  have  pretty  near  all  the  available  land 
in  that  can  be  utilized  for  cane  sugar. 

Mr.  Hinds.  In  other  words,  there  would  be  a  shortage  in  case 
there  was  a  suiEcient  expansion  abroad  to  make  up  the  difference  ? 

Mr.  Speeckels.  Yes ;  but  there  would  not  be  much  room  for  expan- 
sion except  it  be  in  the  beet  country.  Kussia  could  produce  a  good 
deal  more  beet  sugar  than  it  has.  Spain  has  recently  started  in  to 
develop  the  beet-sugar  industry. 

Mr.  Hinds.  So  it  is  not  absolutely  certain  that  by  doing  as  this 
circular  advises — taking  off  the  protection  from  the  beet-sugar  com- 

Eanies  and  turning  it  to  the  refineries,  the  trust  and  the  other  re- 
neries — that  you  would  get  cheaper  sugar? 

Mr.  Speeckels.  No,  not  at  all;  because  you  are  going  to  drive  out 
the  beet  business,  and,  of  course,  there  will  be  that  amount  of  de- 
ficiency, and  the  question  is.  Can  that  deficiency  be  made  up  else- 
where, and  if  it  can  not  be  made  up  of  course  there  will  be  a  shortage, 
and  then  the  law  of  supply  and  demand  is  going  to  rule. 

Mr.  Hinds.  I  think  that  is  all  I  care  to  ask,  Mr.  Chairman. 

The  Chaieman.  Is  there  any  other  gentleman  desirous  of  question- 
ing the  witness  further? 

Mr.  Gaeeett.  I  have  a  few  more  questions,  Mr.  Chairman.  Is  the 
Spreckels  Beet  Sugar  Co.  a  close  corporation? 

Mr.  Speeckels.  Yes;  a  close  corporation. 

Mr.  Gaeeett.  Owned  by  whom? 
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Mr.  Spreckels.  There  is  my  brother  and  myself,  who  own  half 
ttie  stock,  and  the  American  Sugar  Refining  Co.  the  other  half. 
There  are  only  practically  three  stockholders  in  the  whole  concern. 

Mr.  Garrett.  You  spoke  of  renting  lands  to  farmers  to  grow  beets 
and  paying  them  $5  a  ton  for  the  beets. 

Mr.  Spreckels.  Yes. 

Mr.  Garrett.  That  is  by  contract? 

Mr.  Spreckels.  Yes;  that  is,  by  contract. 

Ml'.  Garrett.  What  do  you  charge  them  for  the  rent? 

Mr.  Spreckels.  They  get  one-fourth  of  the  crop.  We  plow  the 
land  for  them  and  put  in  the  seed,  and  they  simply  have  to  take  care 
of  it  and  bring  it  to  maturity  and  deliver  it  at  the  factory. 

Mr.  Garrett.  Where  you  can  not  rent  the  land,  you,  of  course, 
cultivate  it  yourself? 

Mr.  Spreckels.  Yes.  We  never  have  any  difficulty,  because  the 
trouble  is  only  the  big  difference  between  a  farmer  and  a  farmer. 
We  have  had  some  sad  experiences  with  some  of  them.  They  would 
rent  the  land  and  not  bring  up  our  beets. 

Mr.  Garrett.  That  is  true  in  all  lines  of  agricultural  industry, 
I  believe. 

Mr.  Spreckels.  Yes. 

Mr.  Garrett.  Cotton,  for  instance,  and  tobacco. 

Mr.  Spreckels.  Oh,  yes. 

Mr.  Garrett.  About  which  I  know  a  good  deal  more  than  I  do 
about  the  sugar  business. 

Mr.  Speeckels.  Possibly  so. 

Mr.  Garrett.  About  what  proportion  of  your  total  consumption 
of  beets  do  you  raise  yourselves? 

Mr.  Spreckels.  I  could  not  even  give  a  guess  at  that  unless  I  had 
reference  to  the  books.  If  you  would  like  to  know  that,  I  can  tell 
you  later. 

Mr.  Garrett.  I  will  be  glad  if  you  will  supply  that  with  the  other 
information  you  are  to  send  us. 

Mr.  Spreckels.  I  can  give  the  exact  figures. 

Mr.  Garrett.  Are  there  very  many  farmers  engaged  in  the  pro- 
duction of  beets  who  own  their  lands  ? 

Mr.  Spreckels.  Oh  yes,  indeed ;  there  are  quite  a  number. 

Mr.  Garrett.  You  would  state  then  your  three  sources  of  supply 
of  the  raw  material  are  those  raised  by  yourselves  on  your  own  lands, 
those  raised  by  persons  to  whom  you  rent,  and  those  raised  by  the 
independent  farmers  ? 

Mr.  Spreckels.  Yes. 

Mr.  Garrett.  I  understood  you  to  say  the  persons  to  whom  you 
rent  are  invariably  white  men. 

Mr.  Spreckels.  Yes. 

Mr.  Garrett.  You  do  not  rent  to  Japanese  ? 

Mr.  Spreckels.  No  ;  we  do  not  rent  to  them  at  all. 

Mr.  Garrett.  Can  you  also  supply,  in  connection  with  that,  on 
the  average  of  about  how  many  men  you  employ  in  the  field  ? 

Mr.  Spreckels.  Yes ;  so  far  as  our  own  acreage  is  concerned. 

Mr.  Garrett.  That  is  what  I  mean. 

Mr.  Spreckels.  Yes.  I  think  it  would  be  a  little  difficult  for  me 
to  do  that,  because  we  contract  with  the  men  who  employ  the  Japs, 
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and  they  will  take  the  contract  to  do  all  the  work,  so  we  ourselves 
do  not  directly  employ  the  men. 

Mr.  Gaehett.  If  you  can  give  something  like  an  estimate  that  you 
would  be  willing  to  state,  I  would  be  glad  to  have  you  send  that  to  us. 

Mr.  Speeckels.  Yes;  I  will  do  that. 

Mr.  Gaeeett.  What  character  of  farmers  engage  m  independent 
cultivation  of  these  beets? 

Mr.  Speeckels.  Those  who  own  their  own  land. 

Mr.  Gaeeett.  I  mean  whether  they  are  white  or  Japanese? 

Mr.  Speeckels.  I  know  of  no  farmer  that  supplies  us  with  beets 
who  is  other  than  a  white  man. 

Mr.  Gaeeett.  And  where  they  employed  the  same  character  of 
labor  that  you  employ,  I  take  it,  where  they  employ  labor  at  all? 

Mr.  Speeckels.  Yes ;  they  can  not  get  any  other. 

Mr.  Gaeeett.  You  said  a  while  ago  it  frequently  happens  that  the 
■wholesaler  is  underselling  you. 

Mr.  Speeckels.  Yes. 

Mr.  Gaeeett.  Just  what  do  you  want  us  to  understand  by  that 
word  "  frequently  "  ? 

Mr.  Speeckels.  Assume  for  the  moment  you  are  a  merchant  and 
you  deal  largely  in  sugar.  You  come  to  me  and  you  make  a  pur- 
chase. You  have  an  idea,  because  you  have  been  watching  the  Cali- 
fornia reports,  that  you  know  whether  or  not  a  shortage  will  occur 
in  sugar,  and  you  think  there  will  be  one.  You  think  that  even- 
tually sugar  will  have  to  rise.  You  come  to  me  and  say,  "  Spreckels, 
will  you  sell  me  100,000  or  200,000  bags  of  sugar  for  certain  delivery 
over  a  certain  period  ? "  I  say,  "  Yes,  I  will  be  glad  to  do  it."  I 
say  that  I  will  sell  it  to  you  at  the  price  then  prevailing.  It  so 
transpires  that  you  figure  this  thing  out  pretty  correctly  and  sugar 
advances  one-half  cent  a  pound.  The  cost  of  our  raw  materia]  ad- 
vances, and,  of  course,  necessarily  we  have  to  advance  the  price  of 
our  refined  product.  You  have  got  200,000  bags.  We  have  con- 
tracted to  deliver  them  to  you.  If  you  attempt  to  sell  at  the  same 
price  ruling  of  the  refinery,  that  I  am  selling  it,  because  the  other 
merchant  would  not  buy  of  you.  He  will  say,  "  No,  I  won't  get  it 
from  you  when  I  can  get  it  from  the  refinery.'^  You  say,  "  I  will  let 
you  have  this  sugar  at  a  quarter  of  a  cent  off,"  and  you  will  thereby 
make  a  quarter  of  a  cent  profit  yourself,  and  you  are  selling  a  quar- 
ter of  a  cent  below  the  refinery  rate.  You  could  sell,  without  sus- 
taining a  loss,  at  half  a  cent  below  the  refinery  rate,  of  course. 

Mr.  Gaeeett.  My  question  was  this :  You  said  that  "  frequently  " 
occurred.  Just  what  do  you  want  the  committee  to  understand  by 
the  word  "  frequently  "  ?     That  is  a  relative  term,  of  course. 

Mr.  Speeckels.  Yes.  It  may  happen  twice  a  month,  or  whenever 
a  change  in  sugar  takes  place,  and  whenever  the  merchant  has  an 
idea  that  sugar  is  going  to  advance.  Sometimes  sugar  goes  down 
on  that  sort  of  a  guess. 

Mr.  Gaeeett.  That  never  presents  any  very  large  measure  of  com- 
petition. 

Mr.  Speeckels.  Oh,  yes;  it  does.  It  is  enough  to  break  the  price. 
You  have  200,000  bags  of  sugar,  and  you  will  sell  it  at  less  than  we 
can  sell  ours,  and  that  certainly  creates  a  competition. 

Mr.  Gaeeett.  I  was  about  to  ask  a  question  which  you  may  have 
answered  this  morning ;  and  if  so,  I  have  overlooked  it.    If  you  have 
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answered  it,  you  need  not  answer  the  question  again,  because  we  do 
not  want  to  repeat  any  more  than  is  necassary. 

Did  you  tell  us  your  average  selling  price  of  beet  sugar  ? 

Mr.  Speeckels.  The  average  selling  price? 

Mr.  Garrett.  The  average  selling  price  that  you  obtain  for  the 
beet  sugar. 

Mr.  Spreckels.  No;  I  do  not  believe  I  did;  and  I  would  not  be 
able  to  answer  the  question  as  to  the  average.  I  did  make  a  state- 
ment that  beet  sugar  did  sell  20  and  sometimes  30  points  below  the 
refined  sugar  or  cane  sugar,  and  that  the  average  would  be  about  25 
cents,  or  a  quarter  of  a  cent  a  pound. 

Mr.  Garrett.  It  has  been  stated  here  by  the  president  or  the  gen- 
eral manager  and  vice  president  of  the  Utah-Idaho  Co.,  Mr.  Cutler, 
if  I  remember  correctly,  that  the  average  price  which  he  obtains 
over  a  period  of,  I  think,  five  years — if  I  am  mistaken  about  that 
the  record  will  show  it — ^was  about  $4.40.  Would  you  say  that  Was 
correct? 

Mr.  Spreckels.  I  think  that  is  about  a  correct  estimate. 

Mr.  Garrett.  About  correct  for  your  own  sales  ? 

Mr.  Spreckels.  Yes. 

Mr.  Garrett.  And  the  cane  sugar  ranges  anywhere  from  10  to^5 
higher  than  that?  . ; 

Mr.  Spreckels.  Yes. 

Mr.  Garrett.  The  refined  cane  sugar? 

Mr.  Spreckels.  Yes. 

Mr.  Garrett.  About  what  is  the  average  production  per  acre,  if 
you  can  give  it?         - 

Mr.  Spreckels.  Of  beets? 

Mr.  Garrett.  Yes;  of  beets. 

Mr.  Spreckels.  We  have  had  an  average  as  high  as  13  tons  to  the 
acre,  and  I  suppose  a  fair  average  would  be  about  12  tons;  then  we 
have  run  as  high  as  15  or  16  tons  per  acre. 

Mr.  Garrett.  The  average  amount  of  saccharine  matter  is  about 
what?  ' 

Mr.  Spreckels.  That  differs,  depending  entirely  upon  weather  con- 
ditions. If  we  have  had  cold  and  foggy  weather,  you  will  not  get 
the  same  quantity  in  your  beets  that  you  would  if  we  have  had  plenty 
of  sunshine.     Beets  require  sunshine  to  make  sugar. 

Mr.  Garrett.  Do  you  happen  to  remember  what  your  average  was 
for  last  year— 1910-11  ?  ' 

Mr.  Spreckels.  The  average  saccharine  matter  in  beets? 

Mr.  Garrett.  Yes. 

Mr.  Spreckels.  I  could  only  guess  at  that.  I  suppose  the  average 
would  be  about  18  per  ce;it. 

Mr.  Garrett.  That  is  pretty  high,  is  it  not  ? 

Mr.  Spreckels.  Yes. 

Mr.  Garreti'.  That  is  higher  than  the  German? 
Mr.  Spreckels.  Yes. 
Mr.  Garrett.  By  about  1  or  2  per  cent? 
Mr.  Spreckels.  Yes. 

Mr.  Garrett.  Yes;  and  about  how  much  do  you  lose  out  of  the 
saccharine  matter? 

Mr.  Spreckels.  I  could  not  answer  that  question.  I  am  not  pre- 
pared to  answer  that  question  as  to  what  the  loss  would  be.     But 
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what  I  principally  concern  myself  about  is  the  result,  and  I  pay  little 
attention  to  details. 

Mr.  Garrett.  That  is  all. 

Mr.  liAKER.  I  have  another  question  or  two,  Mr.  Chairman,  if  you 
please. 

In  the  general  trade  in  the  West  you  say  there  are  about  20  points 
in  difference  between  cane  and  beet  sugar  ? 

Mr.  Spreokels.  Yes,  between  cane  and  beet. 

Mr.  Eakek.  Is  there  any  difference  at  all  when  it  goes  out  to  the 
consumer?    Does  he  know  anything  about  it? 

Mr.  Spreokels.  Probably  some  consumer  might,  but  the  only  way 
the  consumer  knows  about  it  is  that  the  housewife  will  sometimes  find 
it  out  when  she  is  making  jelly. 

Mr.  Raker.  I  have  been  inquiring  of  some  housewives  and  have 
been  observing  some  myself,  and  they  do  not  seem  to  know  anything 
about  it. 

Mr.  Spreckels.  They  can  not  from  the  appearance  of  the  sugar 
tell  it. 

Mr.  Eaker.  Who  gets  the  benefit  of  this  difference? 

Mr.  Spreokels.  The  grocer.  A  grocer  has  an  article  that  is  cheaper 
than  another,  and  if  he  can  work  it  off  on  you  I  suppose  he  will  do 
it — some  grocers  will  do  that. 

Mr.  Raker.  How  about  the  man  that  sells  in  large  quantities? 
Would  he  do  that  if  he  had  a  chance  ? 

Mr.  Spreckels.  I  hardly  think  he  would — the  wholesaler  you 
mean? 

Mr.  Raker.  Yes. 

Mr.  Spreckels.  No  ;  I  do  not  think  he  would. 

Mr.  Raker.  Would  the  broker  do  it? 

Mr.  S:"::?^.ckels.  No  ;  I  do  not  think  he  would  do  it,  because  if  they 
pay  attention,  everything  is  marked  that  goes  out  of  the  refinery. 
It  is  marked  "  beet  sugar,"  and  if  they  do  not  take  the  trouble  to 
find  out  what  it  is,  of  course  they  might  not  know.  The  only  way 
they  can  discover  it  afterwards  is  when  the  housewife  puts  up  jelly. 
It  will  not  jell. 

Mr.  Raker.  That  is  the  only  way  they  can  discover  it  ? 

Mr.  Spreckels.  Yes. 

Mr.  Raker.  How  in  the  world,  Mr.  Spreckels,  can  these  ordinary 
country  merchants  tell  anything  about  whether  it  is  cane  or  beet 
sugar  ? 

Mr.  Spreckels.  They  can  not. 

Mr.  Raker.  They  go  into  the  market,  and  the  wholesaler  sells  it 
to  them,  and  don't  they  pay  practically  the  same  price  in  San  Fran- 
cisco for  beet  sugar  and  for  cane  sugar — the  country  merchants  all 
over  California  and  Nevada? 

Mr.  Spreckels.  Suppose  he  buys  sugar.  "  The  price  of  this 
sugar,"  the  wholesaler  will  say  to  him,  "  is  $4.50^  but  I  can  sell  you 
this  other  sugar  at  $4.20."  The  grocer  will  say,  "  Give  me  the  $4.20 
sugar." 

Mr.  Raker.  You  do  not  tell  him  the  kind  of  sugar  ? 

Mr.  Spreckels.  It  is  marked  on  the  bag.  Every  bag  is  marked 
or  branded.  He  takes  the  $4.20  sugar,  and  buys  it  and  puts  it  in  his 
stock,  and  a  patron  comes  in  and  wants  sugar.  He  measures  it  out  to 
him.    He  has  figured  out  how  many  pounds  he  can  sell  for  a  dollar, 
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and  he  shovels  it  out  at  so  many  pounds  per  dollar,  and  in  that  way 
dishes  out  the  beet  sugar.  The  purchaser  can  not  tell  the  difference, 
and  I  do  not  suppose  the  grocer  himself  can. 

Mr.  Eakee.  I  have  asked  my  wife  in  regard  to  it,  and  she  has  gone 
to  different  sources  and  never  found  any  distinction  among  the 
merchants  in  the  sale  of  cane  or  refined  sugar.  She  does  her  own 
cooking  and  understands  how  to  bake  a  cake  and  understands  the 
effect  of  sugar,  and  she  has  never  been  able' to  learn  that  there  is  any 
difference  so  far  as  the  merchant  is  concerned.  I  wondered  how  they 
distinguished. 

Mr.  Speegkels.  By  the  marks  and  perhaps  by  the  price. 

Mr.  Eakee.  They  seem  to  have  it  all  the  same  price  as  to  cane 
sugar  and  beet  sugar  so  far  as  the  consumer  is  concerned,  and  some- 
body is  getting  that  profit. 

Mr.  Speegkels.  The  grocer  is  making  the  difference. 

Mr.  Eakee.  That  is  all,  Mr.  Chairman. 

The  Chairman.  I  have  two  or  three  questions  I  am  obliged  to  go 
into.  It  will  not  take  me  over  15  minutes,  and  then  we  can  excuse^ 
Mr.  Spreckels  and  not  detain  him  over  to-morrow. 

You  said  just  now,  Mr.  Spreckels,  in  answer'  to  Judge  Madison, 
that  you  thought  it  was  your  estimate  that  beet  sugar  could  stand 
alone,  so  far  as  the  tariff  was  concerned,  after  25  years.  Is  that 
your  estimate? 

Mr.  Speegkels.  No  ;  I  did  not  make  such  a  statement.  I  said,  a 
reduction  in  the  present  rate  would  mean 

The  Chairman.  I  understand  your  contention  and  your  statement, 
but  I  understood  you  to  tell  him,  when  he  asked  how  long  it  would" 
be  before  the  beet-sugar  people  could  stand  alone,  that  it  would 
be  25  years. 

Mr.  Speegkels.  I  do  no  recall  that. 

The  Chairman.  You  do  not  mean  to  say  that,  if  you  did-  say  it. 

Mr.  Speegkels.  I  do  not  believe  I  made  such  an  answer. 

The  Chairman.  Do  you  think  the  beet-sugar  industry  can  eveir 
stand  alone  without  tariff  protection? 

Mr.  Spreckels.  I  think  so. 

The  Chairman.  When? 

Mr.  Speegkels.  That  is  pretty  hard  to  answer.  It  is  merely 
guesswork. 

The  Chaieman.  Can  it  ever  get  along,  and  will  we  ever  get  to  the 
point  and  is  it  your  judgment  the  beet-sugar  people  will  ever  reach 
the  time  in  this  country  when  they  can  raise  beets  and  make  beet 
sugar  profitably  at  the  world's  price,  without  any  duty  ? 

Mr.  Speegkels.  It  will  be  a  good  many  years  before  they  can  do  it. 

The  Chairman.  Could  you  give  an  estimate  on  how  long  it  will  be? 

Mr.  Speegkels.  No.    It  would  be  a  wild  guess  if  I  did. 

The  Chairman.  You  do  not  really  mean  to  give  any  estimate  at 
all  on  that? 

Mr.  Spreckels.  No;  and  I  do  not  recall  that  I  gave  any. 

The  Chairman.  Do  you  think  the  time  will  ever  come  when-  it 
will  be  able  to  do  it  at  all  ? 

Mr.  Speegkels.  It  is  a  mere  guess. 

The  Chaieman.  I  know  it  is,  but  I  want  your  opinion,  because  I 
think  you  are  an  expert  in  the  business. 
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Mr.  Spreckbls.  It  is  a  mere  guess.  You  can  not  tell  what  may 
transpire  in  that  period  of  time. 

The  Chairman.  You  said,  as  I  understand  jon,  that  to  take  off  the 
duty  on  sugar  would  not  result  in  the  reduction  of  the  price  to  the 
consumer  o^  refined  sugar.     Am  I  correct  in  that  understanding? 

Mr.  Spreckels.  I  did  not  understand  your  question. 

The  Chairman.  Did  you  say  that  to  take  off  the  duty  entirely  on 
sugar  would  not  benefit  the  consumer? 

Mr.  Spreckels.  Yes. 

The  Chairman.  And  you  gave,  as  a  reason  for  it,  because  the 
Cuban  reduction  had  not  benefited  the  sugar  consumer  m  this 
country  ? 

Mr.  Spreckeus.  Yes. 

The  Chairman.  And  Hawaiian  free  sugar  has  not  benefited  the 
consumer  ? 

Mr.  Spreckels.  Yes. 
I  The  Chairman.  Do  you  not  know,  as  a  matter  of  fact,  the  reason 
why  these  reductions  did  not. benefit  the  consumer  was  because,  after 
all,  against  the  world's  headquarters  for  this  market,  Hamburg,  we 
still  have  the  duty  unaltered  and  unlowered  ? 

Mr.  Spreckels.  Yes. 

The  Chairman.  And  that  Cuba,  for  instance,  because  they  still 
have  some  duty,  could  come  to  the  markets  of  the  United  States  and 
say  to  the  man  who  wanted  to  buy  sugar  at  the  port  of  New  York, 
"  It  will  cost  you  so  much  to  import  it  from  Hamburg  and  so  much 
freight  and  so  much  insurance,  and  therefore  you  must  pay  me  that 
much?" 
;  Mr.  Spreckels.  Yes ;  every  man  wants  to  get  all  he  can. 

The  Chairman.  Every  seller  wants  to  get  all  he  can  for  what  he 
has  to  sell? 

Mr.  Spreckels.  Yes. 

The  Chairman.  If  the  duties  were  all  wiped  off,  then  any  country 
on  earth  could  do  that  with  the  United  States,  could  they? 

Mr.  Spreckels.  If  that  were  to  prevail,  it  would  wipe  oiit  the  beet- 
sugar  industry. 

The  Chairman.  And  that  is  how  you  say  the  consumer  would  get 
hurt  in  the  transaction  ? 

Mr.  Spreckels.  Yes. 

The  Chairman.  What  is  the  world's  production  of  sugar  this  year; 
do  you  know  ? 

Mr.  Spreckels.  I  do  not  know. 

The  Chairman.  The  figures  as  given  by  a  very  bright  man,  Mr. 
Warren,  of  Detroit,  were  between  14,000,000  and  15,000,000  tons  this 
last  year — 1910.  He  got  those  figures  from  Willett  &  Gray.  The 
United  States  do  not  produce  more  than  one-half  a  million  tons  of 
beet  sugar,  as  I  understand  ? 

Mr.  Spreckels.  No. 

The  Chairman.  And  a  less  amount  of  cane  sugar? 
Mr.  Spreckels.  Very  little  cane. 

The  Chairman.  So  that  the  total  production  of  all  the  sugar  in . 
this  country  is  only  a  very  small  fraction  of  the  world's  production, 
is  it  not  ? 
Mr.  Spreckels.  Yes. 
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The  Chairman.  Therefore,  if  we  come  back  to  this  law  of  supply 
and  demand  that  you  have  be^n  constantly  and  properly  invoking 
during  this  evidence  of  yours,  that  ought  not  to  affect  it  any  more 
than  the  per  cent  the  reduction  represents  ? 

Mr.  Spbeckels.  Take  another  view  of  it :  The  beet-sugar  industry 
is  being  fostered  by  the  German  Government  by  the  bounties.  Sup- 
pose the  Government  would  cease  to  pay  bounties.  The  farmer 
could  not  produce  the  beet  sugar  then.  There  would  be  a  shortage, 
and  then,  of  course,  the  inevitable  law  of  supply  and  demand  comes 
in.    The  price  will  go  up,  irrespective  of  duty  or  free  sugar. 

The  Chairman.  Suppose,  on  the  other  hand,  the  great  American 
market  is  open  to  the  world's  sugar  to  the  extent  that  we  do  not 
import  a  good  deal  of  it  now  and  it  would  all  have  to  be  imported 
then ;  would  that  not  stimulate  production  ? 

Mr.  Spreckdls.  I  think  I  have  discussed  that  matter  pretty  often 
to-day.  The  stimulating  of  the  beet-sugar  industry  would  be  an 
assurance  from  anybody  who  could  give  it  that  the  duty  would 
remain 

The  Chairman  (interrupting).  I  do  not  think  you  get  my  ques- 
tion. Suppose  this  great  American  market  were  open  to  the  world 
for  free  sugar ;  would  not  that  have  the  effect  of  stimulating  the  pro- 
duction of  sugar  all  over  the  world  ? 

Mr.  Spreckels.  It  would  stimulate  it,  but  the  question  is,  to  what 
extent  could  it  be  stimulated?  We  have  produced  in  foreign  coun- 
tries— take  it  in  Hawaii,  for  instance ;  there  is  hardly  an  inch  of  land 
you  could  get  now  that  could  be  used  for  that  purpose  there  to  in- 
crease the  output.  In  Cuba  you  could  not  increase  either,  because  all 
the  available  land  has  been  put  in  sugar.  So  it  is  all  through  the 
other  sections  of  the  world 

The  Chairman  (interrupting).  Let  us  see  just  a  minute  now. 

Mr.  Spreckels.  I  am  assuming 

The  Chairman  (interrupting).  The  total  production  of  sugar  in 
continental  United  States  for  the  last  year  was  in  the  neighborhood  of 
750,000  tons.    Is  that  right  ?    That  is  about  correct,  is  it  not  ? 

Mr.  Spreckels.  I  do  not  know  where  the  figures  come  from. 

The  Chairman.  I  am  giving  it  to  you  roughly.  Do  you  think  that 
is  substantially  correct? 

Mr.  Spreckels.  I  would  not  be  able  to  say  whether  it  is  or  not. 

The  Chairman.  I  thought  you  were  pretty  familiar  with  these 
figures.  What  is  the  production  of  beet  sugar  ?  Was  it  450,000  tons 
last  year? 

Mr.  Spreckels.  Here  in  this  country  ? 

The  Chairman.  Yes. 

Mr.  Spreckels.  I  think  it  is  close  to  500,000  tons. 

The  Chairman.  Do  you  know  what  it  was  for  cane  ?  You  are  in 
the  cane  business,  also? 

Mr.  Spreckels.  No;   I  am  not. 

The  Chairman.  You  refine  can  sugar? 

Mr.  Spreckels.  Yes ;  we  refine  cane  sugar.  We  handle  the  prod- 
uct. The  only  cane  sugar  raised  in  this  country  is  that  raised  in 
Louisiana;  I  think  about  250,000  tons. 

The  Chairman.  We  import  from  Hawaii  about  500,000  tons,  do 
we  not  ? 
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Mr.  Speeckels.  I  think  over  that;  I  think  the  estimate  for  next 
year's  crop 

The  Chaieman.  I  mean  last  year. 

Mr.  Speeckels.  Yes. 

The  Chaieman.  You  say  you  think  it  will  go  600,000  tons  next 
year? 

Mr.  Spreckels.  Yes. 

The  Chairman.  Porto  Eico  350,000  tons? 

Mr.  Speeckels.  I  don't  know. 

The  Chairman.  These  figures  are,  I  think,  accuratei  From  Cuba, 
one  and  one-fourth? 

Mr.  Speeckels.  Yes. 

The  Chairman.  From  the  Philippines,  160^000  tons? 

Mr.  Speeckels.  No  ;  there  would  be  more  than  that. 

The  Chaieman.  Three  hundred  thousand  tons  is  the  limit  duty 
free,  and  some  witness  testified  there  were  160.000  tons — ^that  that 
was  the  greatest  amount  ever  brought  in.     Is  that  wrong  or  not  ? 

Mr.  Speeckels.  No  ;  I  think  it  is  close  to  200,000  tons. 

The  Chairman.  Would  200,000  tons  be  enough? 

Mr.  Speeckels.  Yes. 

The  Chairman.  You  think  200,000  tons  would  cover  it  ? 

Mr.  Spreckels.  Yes. 

The  Chairman.  So  that  from  continental  United  States,  Hawa-ii, 
Cuba,  and  the  Philippines,  Cuban  sugar  having  a  20  per  cent  con- 
cession, we  get  a  little  over  3,000,000  tons? 

Mr.  Speeckels.  Yes. 

The  Chairman.  Making  a  balance  of  about  a  quarter  of  a  million 
tons  of  our  total  consumption  that  we  do  actually  import  from  other 
nations  ? 

Mr.  Spreckels.  Yes. 

The  Chairman.  Yet  you  think  that  destruction  of  the  beet-silgar 
industry,  producing  about  500,000  tons  out  of  a  total  production  of 
nearly  15,000,000  tons,  would  cost  the  consumer  all  the  advantage  he 
would  get  in  knocking  off  the  duty  ?  I  just  want  to  see  if  I  under- 
stand you  correctly. 

Mr.  Speeckels.  I  think  it  will. 

The  Chairman.  Have  you  any  other  facts  to  base  that  statement 
on? 

Mr.  Speeckels.  I  am  basing  that  upon  what  I  have  right  in  sight, 
Mr.  Chairman. 

What  was  the  result  of  the  remission  of  the  duties  on  Hawaiian 
and  Porto  Kican  and  Philippine  sugars? 

The  Chairman.  They  were  taken  right  within  the  tariff  Avail  with 
us.  When  the  duties  were  remitted  on  Hawaiian  and  the  Porto 
Eican  sugars,  then  all  the  Hawaiian  and  Porto  Eican  sugars  came 
in  inside  of  the  tariff  wall,  and,  of  course,  to  the  extent  there  is  a 
20  per  cent  reduction  in  Cuban  sugar.  That  same  thing  is  true  to 
that  same  extent  as  to  Cuban  sugar? 

Mr.  Speeckels.  Yes. 

The  CHAiEaiAN.  But  our  tariff  wall  is  maintained' on  sugar  against' 
the  balance  of  the  world,  is  it  not? 

Mr.  Speeckels.  Yes. 

The  Chaieman.  And  these  people  just  simply  take  the  benefit  of 
the  tariff  -wall,  just  like  the  Louisiana  planters  and  the  western  beet- 
sugar  people  do? 
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Mr.  Spejeckbls.  Yes. 

The  Chairman.  If  there  was  not  any  tariff  wall,  they  could  not 
any  of  them  take  any  benefit  of  it? 

Mr.  Spreckels.  That  would  be  overcome  if  there  was  an  increased 
production  of  the  world. 

The  Chairman.  Of  course ;  but  there  might  be,  utterly  independent 
of  the  tariff,  an  increased  production.  That  depends  upon  a  great 
many  things — production  and  consumption  both. 

Mr.  Spreckels.  You  want  something  to  stimulate  them.  Would 
the  remission  of  the  duty  stimulate  them  ? 

The  Chairman.  On  a  great  product  like  this  it  might  do  it. 

Mr.  Speecioels.  Yes;  but  you  have 

The  Chairjian  (interrupting).  You  would  be  stimulating  there 
what  you  have  somewhere  else. 

Mr.  Spreckels.  It  depends  on  your  policy — whether  you  want  to 
help  the  other  fellow  or  whether  you  want  to  help  these  people. 

The  Chairman.  You  said  the  retail  price  in  San  Francisco  on  re- 
fined sugar  was  about  5  cents  ? 

Mr.  Spreokels.  That  is  my  judgment,  that  it  is  about  5  cents. 

The  Chairman.  I  just  want  to  see  if  I  remember  it  correctly. 

Mr.  Spreckels.  Yes. 

The  Chairman.  It  is  about  40  points  higher  than  any  New  York 
price  ? 

Mr.  Spreokels.  About  40  cents  higher  than  New  York ;  yes. 

The  Chairman.  As  a  matter  of  fact,  do  you  know  what  the  Ham- 
burg price  of  sugar  is  to-day  ? 

Mr.  Spreokels.  No. 

The  Chairman.  Do  you  know  what  it  was  in  any  one  year? 

Mr.  Spreokels.  No;  I  do  not. 

The  Chairman.  I  want  to  call  your  attention  to  one  or  two  figures 
on  that  subject,  and  then  I  will  be  through  with  you.  Let  me  give 
you,  for  instance,  the  prices  at  London  and  New  York  and  Haimburg 
on  refined  sugar  for  the  year  1908. 

For  instance,  in  1908,  the  export  price  on  refined  sugar  at  London 
was  $3.22,  at  New  York  $4.96,  and  at  Hamburg  $2.64. 

Mr.  Spreokels.  That  is  the  raw  material,  is  it  not? 

The  Chairman.  No;  on  refined  sugar.  $4.96  is  about  the  New 
York  price,  you  will  remember. 

Mr.  SpreIckels.  There  is  no  criterion.  Take  the  English  price, 
for  instance,  and  that  is  free  trade,  and  it  comes  in  free. 

The  Chairman.  No ;  not  entirely — there  is  a  small  duty. 

Mr.  Spreokels.  It  is  infinitesimal.  

The  Chairman.  About  half  a  cent,  is  it  not  ?  They  raise  $32,000,000 
of  revenue  in  England  on  it. 

Mr.  Sprecx£els.  And  we  raise  about  $50,000,000. 

The  Chairman.  Does  it  not  appear  to  you  from  these  figures  that 
the  American  price  has  been  increased  by  the  extent  of  this  duty, 
which  is  nearly  2  cents  a  pound  ? 

Mr.  Spreokels.  I  do  not  know.  The  prices  we  are  getting  to-day 
and  from  the  time  I  have  been  in  the  sugar  business  have  been  grad- 
ually getting  lower  and  lower.  ,         ,     ■ 

The  Chairman.  Yes;  and  the  cost  of  producing  sugar  all  over  the 

world  is  falling? 
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Mr.  Spreckels.  Yes ;  and  the  cost  of  manufacture  has  been  decreas- 
ing. 

The  Chairman.  I  am  very  glad  you  mentioned  that.  That  is  a 
natural  decline,  that  came  from  improvements  in  the  industry  1 

Mr.  Spreckels.  Yes. 

The  Chairman.  In  the  process  of  manufacture? 

Mr.  Spreckels.  Yes. 

The  Chairman.  In  the  processes  of  culture? 

Mr.  Spreckels.  Yes. 

The  Chairman.  And  in  economical  management  and  capable 
management  ? 

Mr.  Spreckels.  Yes. 

The  Chairman.  I  think  we  understand  each  other  all  right.  Did 
you  not  say,  somewhere  during  your  testimony,  that  there  was  a 
bounty  on  sugar  in  Germany? 

Mr.  Spreckels.  Yes. 

The  Chairman.  Not  since  the  Brussels  convention? 

Mr.  Spreckels.  I  do  not  know.  That  is  my  understanding,  with- 
out knowing.    I  have  not  looked  into  that. 

The  Chairman.  When  were  you  last  familiar  with  the  German 
situation  ? 

Mr.  Spreckels.  Oh,  I  do  not  know;  probably  I  did  not  know  a 
change  had  taken  place. 

The  Chairman.  Don't  you  remember  the  Brussels  convention,  held 
in  1902,  that  went  into  etfect,  I  am  informed,  in  1903,  was  a  conven- 
tion called  largely  at  the  instance  of  England  to  regulate  this  bounty 
system,  or  do  you  know  anything  about  that? 

Mr.  Spreckels.  I  do  not  know  anything  about  it. 

Tlie  Chairman.  We  will  excuse  you  now,  Mr.  Spreckels,  with  our 
thanks  for  your  attendance. 

We  will  now  adjourn  until  to-morrow  morning  at  10  o'clock. 

(Thereupon,  at  5.20  o'clock  p.  m.,  the  committee  adjourned  until 
to-morrow,  Tuesday,  June  27,  1911,  at  10  o'clock  a.  m.) 
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Special  Committee  on  the  Investigation 
OF  the  American  Sugar  Refining  Co.  and  Others, 

House  of  Representatives, 

June  21,1911. 
The  committee  met  at  10  o'clock  a.  m.,  Hon.  Thomas  W.  Hardwick 
(chairman)  presiding. 

TESTIMONY  OF  MR.  JOSEPH  F.  SMITH. 

(The  witness  v?as  duly  sv^orn  by  the  chairman.) 

The  Chairman.  Will  you  please  give  us  your  name  and  address? 

Mr.  Smith.  Joseph  F.  Smith,  Salt  Lake  City,  Utah. 

The  Chairman.  Mr.  Smith,  do  you  have  any  official  connection 
with  the  Utah-Idaho  Sugar  Co.  ? 

Mr.  Smith.  I  am  president  of  the  company. 

The  Chairman.  Do  you  own  any  stock  in  the  Utah-Idaho  Sugar 
Co.? 

Mr.  Smith.  Yes,  sir. 

The  Chairman.  What  amount? 

Mr.  Smith.  I  think  I  own  about  5,000  shares. 

The  Chairman.  Individually? 

Mr.  Smith.  Yes,  sir. 

The  Chairman.  You  own  about  5,000  shares  individually.  Do 
you  own  any  stock  in  the  Utah-Idaho  Sugar  Co.  in  a  representative 
capacity  ? 

Mr.  Smith.  Yes,  sir. 

The  Chairman.  Will  you  please  give  us  the  amount  of  that  stock  ? 

Mr.  Smith.  I  do  not  know  that  I  can  remember  just  the  amount. 
It  has  been  given  here,  I  understand. 

The  Chairman.  Mr.  Cutler's  statement  was  that  it  amounted  to 
49,815  shares.    Is  that  substantially  correct? 

Mr.  Smith.  I  think  that  is  about  correct. 

The  Chairman.  In  what  capacity  do  you  hold  that  49,815  shares 
of  stock? 

Mr.  Smith.  I  hold  it  for  the  Church  of  Jesus  Christ  of  Latter 
Day  Saints,  commonly  called  the  Mormon  Church. 

The  Chairman.  Do  you  have  any  official  connection  with,  that 
church? 

Mr.  Smith.  Yes,  sir. 

The  Chairman.  What  is  that  connection  ? 

Mr.  Smith.  President. 

The  Chairman.  Is  the  title  to  this  stock  in  the  church;  or  how  is 
the  title  to  this  stock  held  which  you  say  you  hold  in  a  representa- 
tive capacity? 
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Mr.  Smith.  The  title  to  the  church  j)roperty  is  held  in  the  name 
of  the  trustee  in  trust — Joseph  F.  Smith,  trustee  in  trust  for  the 
church. 

The  Chairman.  And  that  is  the  way  you  hold  these  49,815  shares 
of  stock? 

Mr.  Smith.  Yes,  sir. 

The  Chairman.  Do  you  own  any  interest  in  the  Amalgamated 
.Sugar  Co.? 

Mr.  Smith.  Yes ;  I  own  a  few  shares  of  stock. 

The  Chairman.  Individually? 

Mr.  Smith.  Yes,  sir. 

The  Chairman.  Could  you  give  me  substantially  the  amount  of 
that  interest — ^the  number  of  shares? 

Mr.  Smith.  I  really  could  not  tell  you  from  memory.  I  think  it 
is  about  70  shares,  I  think  so,  as  near  as  I  can  recall. 

The  Chairman.  Do  you  hold  any  interest  in  that  company  in 
your  representative  capacity  as  president  of  the  church? 

Mr.  Smith.  No  sir. 

The  Chairjian.  The  church  has  no  interest  in  the  Amalgamated 
Sugar  Co.? 

Mr.  Smith.  Not  that  I  am  aware  of. 

The  Chairman.  Would  you  know  if  it  had  such  an  interest  ? 

Mr.  Smith.  I  think  I  should. 

The  Chairman.  What  about  the  Lewiston  Sugar  Co.?  Do  you 
own  individually  any  interest  in  that  company? 

Mr.  Smith.  None  whatever. 

The  Chairman.  In  your  representative  capacity  as  president  of 
the  church,  do  you  own  any  stock  in  that  company? 

Mr.  Smith.  No,  sir. 

The  Chairman.  And  you  think  you  would  know  it  if  you  did  hold 
any  in  such  capacity? 

Mr.  Smith.  Yes ;  I  think  I  would. 

The  Chairman.  What  is  the  total  capitalization  of  the  UtaljL-Idaho 
Sugar  Co.  ? 

Mr.  Smith.  I  think  the  capitalization  of  the  Utah-Idaho  Sugar 
Co.  is  $10„000,000,  but  I  do  not  think  that  they  have  issued  all 
the  stock. 

The  Chairman.  They  have  already  issued  a  little  over  $11,000,000, 
have  they  not;  or  do  you  know  about  that? 

Mr.  Smith.  No. 

The  Chairman.  $10,000,000  you  say  is;  the  total  capitalization? 

Mr.  Smith.  That  is  what  I  understand. 

The  Chairman.  Is  the  stock  both  common  and  preferred  ?  . 

Mr.  S:mith.  It  was,  but  the  common  has  been  retired. 

The  Chairman.  How  much  of  the  common  was  there  which  was 
retired?. 

Mr.  Smith.  I  could  not  tell  you. 

The  Chairman.  You  do  not  know  the  amount  of  that? 

Mr.  Smith.  I  do  not  know. 

The  Ci-iAiRiMAN.  Do  you  know  the  terms  on  which  the  common  was 
retired  ? 

Mr.  Smith.  I  do  not  think  I  could  explain  the  terms.      . 

The  Chairman.  It  was  replaced  by  preferred? 

Mr.  Smith.  It  was  replaced  by  preferred. 
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The  Chairman.  At  the  ratio  of  4  to  1,  was  it  not  ? 

Mr.  Smith.  I  think  it  was;  yes. 

Mr.  Young.  Four  and  a  half  to  one  ? 

The  Chairman.  Now,  Mr.  Smith,  how  long  have  you  been  in  the 
beet-sugar  business? 

Mr.  Smith.  Ever  since  it  began. 

The  Chairman.  When  did  it  begin  in  Utah? 

Mr.  Smith.  Well,  we  began  with  the  Utah  Sugar  Co.  some  time, 
I  think,  in  the  early  nineties.     I  can  not  remember  the  date. 

The  Chairman.  The  first  company  was  "Utah  Sugar  Co.."  with- 
out the  "  The  »  ? 

Mr.  Smpth.  It  was  "  Utah  Sugar  Co."  We  generallv  called  it  the 
"Lehigh  Sugar  Co." 

The  Chairman.  The  first  one  was  "  Utah  Sugar  Co.,"  without  the 
"The"  in  front  of  it? 

Mr.  Smith.  I  presume  so.     I  do  not  remember. 

The  Chairman.  Were  you  interested  in  that  company  as  a  stock- 
holder originally? 

Mr.  Smith.  Yes,  sir. 

The  Chairman.  Individualy? 

Mr.  Smith.  Yes,  sir. 

The  Chairman.  To  what  extent  ? 

Mr.  Smith.  To  a  very  small  extent. 

The  Chairman.  Was  the  church  interested  in  that  company  as  a 
stockholder  ? 

Mr.  Smith.  No,  sir ;  not  in  the  beginning. 

The  Chairman.  When  did  it  get  into  that  company  as  a  stock- 
holder? 

Mr.  Smith.  I  could  not  tell  you ;  I  do  not  remember  the  date. 

The  Chairman.  Could  you  give  me  some  idea  as  to  when  it  was  ? 

Mr.  Smith.  No. 

The  Chairman.  How  long  after  it  started  to  operate? 

Mr.  Smith.  Well,  it  had  not  started  to  operate. 

The  Chairman.  The  church  got  in  before  it  even  started  to  op- 
erate? 

Mr.  Smith.  I  think  it  did. 

The  Chairman.  Will  you  tell  the  circumstances  under  which  the 
church  happened  to  become  interested  in  this  concern  as  a  stock- 
holder? 

Mr.  Smith.  My  recollection  of  it  is  that  the  company  which  was 
organized  to  establish  the  Utah  Sugar  Co.  undertook  to  build  a  fac- 
tory under  a  contract,  and  many  who  subscribed  for  stock  failed  to 
pay  up  their  stock,  and  the  company  was  under  a  bond  to  complete 
the  work  within  a  given  time,  and  they  failed  to  do  it  and  were  not 
able  to  do  it,  and  the  church — that  is,  the  trustee  in  trust,  who  was 
then  Wilford  Woodiiiff — was  appealed  to  by  the  stockholders  and 
those  interested  in  the  company  to  assist  them,  which  the  church  did. 

The  Chairman.  Do  you  know  the  extent  to  which  the  church  as- 
sisted them  at  that  time  ? 

Mr.  Smith.  Well,  I  could  not  tell  you  exactly.  T  think  likely  about 
$50,000,  or  something  like  that. 

The  Chairman.  Something  like  $50,000? 

Mr.  Smith.  I  think  so. 
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The  Chairman.  Did  the  church  ever  increase  its  interest  in  that 
company? 

Mr.  Smith.  Not  in  that  company,  that  I  know  of. 

The  Chairman.  Explain  how  and  when  and  where  the  church  did 
increase  its  interest  in  the  beet-sugar  business. 

Mr.  Smith.  Well,  I  think  that  the  holdings  of  the  church'  were 
increased  along  as  new  factories  were  built  and  new  stock  was  sub- 
scribed, and  the  stockholders — that  is,  the  stockholders  of  Utah- 
Idaho — were  expected  to  pay  their  proportion  or  take  their  propor- 
tion of  the  new  stock  that  was  issued. 

The  Chairman.  As  they  would  build  a  new  factory  ? 

Mr.  Smith.  As  they  would  build  a  new  factory ;  yes. 

The  Chaiuman.  And  the  church,  I  suppose,  took  its  proportion? 

Mr.  Smith.  The  church  took  its  proportion  with  the  rest;  yes,  sir. 

The  Chairman.  They  originally  started  with  one  plant  and  finally 
got  up  to  about  six  ? 

Mr.  Smith.  I  think  so. 

The  Chairman.  And  each  time  that  there  was  an  increase  in  the 
number  of  plants  the  church  took  its  proportionate  part  of  the  stock? 

Mr.  Smith.  Yes,  sir. 

The  Chairman.  Now,  you  said  in  the  beginning  of  this  examina- 
tion that  probably  the  number  of  shares  quoted  from  Mr.  Cutler's 
testimony  was  correct,  and  49,815  was  the  exact  number  he  stated 
the  churcli  held  in  this  company.  Will  you  give  what  the  par  value 
of  those  shares  is? 

Mr.  Smith.  The  par  value  is  $10  a  share. 

The  Chairman.  So  that  would  be  something  less  than  $500,000  ? 

Mr.  Smith.  Yes;  I  presume  so. 

The  Chairman.  If  the  stock  is  at  par? 

Mr.  Smith.  Something  less  than  5  per  cent  of  the  entire  stock. 

The  Chairman.  Is  the  stock  at  par  or  above  par  or  below  par? 

Mr.  Smith.  Below  par. 

The  CuAiRistAN.  How  much  below  par,  Mr.  Smith? 

Mr.  Smith.  I  think  it  is  held  on  the  market  at  about  $8.50. 

The  Chairman.  Or  85,  if  100  is  taken  as  the  standard? 

Mr.  Smith.  Yes,  sir. 
,    The  Chairman.  Do  you  get  any  dividends  on  that  stock? 

Mr.  Smith.  Yes,  sir. 

The  Chairman.  At  what  per  cent? 

Mr.  Smith.  Seven  per  cent  per  annum. 

The  Chairman.  Seven  per  cent  on  49,815  shares? 

Mr.  Smith.  Yes. 

The  Chairman.  y\niat  becomes  of  the  dividends? 

Mr.  Smith.  It  is  used  for  the  interest  of  the  church. 

The  Chairman.  For  the  interest  of  the  church  in  a  business  way  or 
in  a  religious  way? 

Mr.  Smith.  In  a  religious  way. 

The  Chairman.  Did  the  church  and  the  other  stockholders  in  the 
Utah  Sugar  Co.  ever  go  into  a  partnership  with  Mr.  Henry  O.  Have- 
meyer  and  the  interests  represented  by  him  in  this  business  ? 

Mr.  Smith.  The  church  never  did. 

The  Chairman.  Well,  the  stockholders  did,  did  they? 

Mr.  Smith.  Yes,  sir ;  the  stockholders  did. ' 

The  Chairman.  And  the  church  was  a  stockholder? 
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Mr.  Smith.  The  church  was  a  stockholder. 

The  Chairman.  Will  you  explain  the  circumstances  under  which 
that  happened,  and  give  us  the  date  when  it  did  happen? 

Mr.  Smith.  Well,  I  can  not  remember  the  date.  The  circum- 
stances, as  I  remember,  were,  we  were  struggling  to  build  up  the 
enterprise  of  beet-sugar  production  in  Utah  under  very  great  diffi- 
culties for  capital. 

The  Chahjman.  Will  you  let  me  interrupt  you  just  one  moment? 
Was  not  the  date  about  1901? 

Mr.  Smith.  I  presume  so,  but  I  really  do  not  remember  the  date, 
I  think  likely  that  would  be  about  the  time. 

Mr.  SuLZEE.  Mr.  Smith,  will  you  please  talk  a  little  louder? 

Mr.  Smith.  I  will  try  to. 

The  Chairman.  Now,  proceed.     I  interrupted  you. 

Mr.  Smith.  We  were  anxious  to  obtain  capital  to  increase  the  in- 
dustry in  the  State,  and  it  was  impossible  to  raise  the  capital  in  Utah, 
and  I  understand  that  Mr.  Havemeyer  or  some  of  his  agents  proffered 
to  take  an  interest  in  our  industrv. 

The  Chairman.  Was  that  agent  Mr.  Willets,  of  Willets  &  Gray? 

Mr.  Smith.  I  do  not  know  him.  I  never  saw  him  at  all.  As  a 
stockholder  myself,  I  was  very  glad,  indeed,  to  sell  a  portion  of  my 
stock  which  I  held  at  the  time. 

The  Chairman.  Previous  to  that,  had  the  American  Sugar  Refin- 
ing Co.  been  a  competitor  of  the  Utah  Co.  ? 

Mr.  Smith.  Not  that  I  know  of. 

The  Chairman.  There  were  no  markets  in  which  they  competed? 

Mr.  Smith.  Not  in  Utah. 

The  Chairman.  But  did  not  the  Utah  Co.  sell  its  product  far  away 
from  Utah,  some  of  it? 

Mr.  Ssiith.  Not  that  I  know  of. 

The  Chairman.  Was  all  the  sugar  manufactured  by  the  Utah  Co. 
consumed  in  Utah  and  sold  there? 

Mr.  Smith.  I  think  it  was  pretty  much  all  consumed  in  Utah  or 
very  near  hj. 

The  Chairman.  Did  not  your  sugar  reach  Missouri  River  points  ? 

Mr.  Smith.  I  am  not  sure.    I  do  not  know,  sir. 

The  Chairman.  You  would  not  know  the  details  of  that? 

Mr.  Smith.  I  do  not  know  anything  about  the  details  at  all. 

The  Chairman.  So  you  do  not  know  what,  if  any,  extent  the 
American  Sugar  Refining  Co.  was  at  that  time  a  competitor,  if  a 
competitor  at  all,  of  the  Utah  Sugar  Co.  ? 

Mr.  Smith.  I  am  not  aware  that  it  was  at  all  a  competitor  at  that 
time. 

The  Chairman.  You  knew,  of  course,  there  was  a  law  against  com- 
bination among  competitors  in  interstate  trade  and  commerce? 
Mr.  Smith.  I  have  heard  about  the  law. 
The  Chairman.  The  Sherman  antitrust  law? 
Mr.  Smith.  I  have  heard  about  the  interstate  law ;  yes. 
The  Chairman.  Now,  you  saj?^  that  Mr.  Havemeyer  sent  an  emis- 
sary to  see  whom — you  or  Mr.  Cutler  ? 

Mr.  Smith.  Mr.  Cutler,  I  think.    He  was  our  business  manager. 
The  Chairman.  He  was  business  manager  of  this  Utah  factory? 
Mr.  Smith.  Yes,  sir. 
The  Chairman.  Was  he  also  an  official  in  the  church  ? 
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Mr.  Smith.  I  think  at  that  time  he  was. 

The  Chairman.  What  position  did  he  hold  in  the  church? 

Mr.  Smith.  I  think  he  occupied  the  position  of  a  bishop. 

The  Chairman.  He  was  a  bishop  in  the  church  himself  then  ? 

Mr.  Smith.  Yes. 

The  Chairman.  What  happened  next,  that  you  know  of,  in  con- 
nection with  this  Havemeyer  trade? 

Mr.  Smith.  All  I  know  about  it  is  that  the  matter  was  presented 
to  the  board  of  directors,  and  finally  to  the  stockholders,  and  they 
agreed  to  accept  the  proposition  which  was  made  to  sell  half  their 
stock. 

The  Chairman.  Does  the  Mormon  Church  have  a  business  board 
controlling  it? 

Mr.  Smith.  No,  sir. 

The  Chairman.  Who  controlled  its  business  affairs? 

Mr.  Smith.  The  presidency,  the  trustee  in  trust,  and  the  presid- 
ing bishop. 

The  Chairman.  In  other  words,  you  have  the  deciding  voice  about 
all  these  matters? 

Mr.  Smith.  No,  sir. 

The  Chairman.  With  the  presiding  bishop? 

Mr.  Smith.  I  have  1  voice  in  15. 

The  Chairman.  Now,  that  is  exactly  the  point  I  was  trying  to 
bring  out.  Who  are  the  other  15.  I  do  not  mean  their  .names,  but 
you  say  the  president 

Mr.  Smith  (interposing).  And  his  council. 

The  Chairman.  The  presiding  bishop  and  the  presidency  is  what 
I  understood  you  to  say. 

Mr.  Smith.  Yes. 

The  Chairman.  Is  the  presidency  a  board  of  advisers  or  coun- 
selors ? 

Mr.  Smith.  The  three  presiding  bishops  of  the  church. 

The  Chairman.  Who  are  they? 

Mr.  Smith.  Anthony  H.  Lund,  John  Henry  Smith  at  present,  and 
myself.  - 

The  Chairman.  Is  John  Henry  Smith  related  to  you  ? 

Mr.  Smith.  Yes,  sir. 

The  Chairman.  What  kin  is  he  to  you,  Mr.  Smith? 

Mr.  Smith.  He  is  my  cousin. 

The  Chairman.  Is  that  what  you  call  the  presidency  ? 

Mr.  Smith.  Yes. 

The  Chairman.  Now,  the  presidency,  the  presiding  bishop,  and 
who  else? 

Mr.  Smith.  And  his  counsellors. 

The  Chairman.  The  bishop's  counsellors? 

Mr.  Smith.  Yes,  sir. 

The  Chairman.  Are  they  consulted  about  whether  or  not  the 
church  shall  take  any  business  step? 

Mr.  Smith.  Yes,  sir. 
_  The  Chairman.  Were  they  consulted  with  reference  to  this  par- 
ticular matter? 

Mr.  Smith.  I  presume  they  were. 

The  Chairman.  In  other  words,  the  bishop  consults  with  them? 

Mr.  Smith.  No. 


AMEBICAN    SXJGAE   REFINING    CO.  1035 

The  Chairmax.  Who  consults  with  them? 

Mr.  Smith.  Consults  with  whom? 

The  Chairman.  With  the  bishop's  counsellors. 

Mr.  Smith.  We  consult  together. 

The  Chairman.  You  all  meet  together  ? 

Mr.  Smith.  Yes,  sir;  and  we  decide  our  policies  and  what  we  do. 

The  Chairman.  Now,  let  me  understand  that.  There  were  three 
of  the  chief  officers  of  the  church,  whom  you  have  named,  and  besides 
that  the  bishop's  counsellors,  who  must  be  consulted  ? 

Mr.  Smith.  Now,  let  me  explain  that,  Mr.  Hardwick.  The  church 
is  organized  with  3  first  presidents,  12  apostles,  and  3  presiding 
bishops,  and  they  constitute  the  official  presiding  authority  of  the 
church. 

The  Chairman.  Of  course,  Mr.  Smith,  I  am  not  trying  to  pry  into 
your  religious  affairs,  but 

Mr.  Smith  (interposing).  I  am  perfectly  willing  you  should,  if 
you  wish  to. 

The  Chairman.  I  have  no  such  desire;  but  I  want  to  see  how  it 
affects  the  business  part  of  it. 

Mr.  Smith.  Yes. 

The  Chairman.  Now,  in  a  matter  of  this  kind,  when  you  were  to 
decide  whether  or  not  you  would  go  into  a  combination  with  a  great 
eastern  concern,  to  whom  ought  that  question  to  have  been  sub- 
mitted? 

Mr.  Smith.  Well,  if  the  question  had  been  submitted  at  all,  it 
would  have  been  submitted  to  these  parties  I  named. 

The  Chairman.  The  15  parties  you  have  named? 

Mr.  Smith.  Yes. 

The  Chairman.  Now,  was  it  proper  for  it  to  be  submitted  ? 

Mr.  Smith.  Well,  it  was  not  considered  of  sufficient  consequence 
to  submit  it,  so  far  as  I  know. 

The  Chairman.  So  far  as  you  know,  it  was  not  considered  ? 

Mr.  Smith.  No. 

The  Chairman.  Who  did  decide  the  position  the  church  should 
take? 

Mr.  Smith.  The  stockholders. 

The  Chairman.  Who  were  the  stockholders,  so  far  as  the  church 
was  concerned  ? 

Mr.  Smith.  The  church  is  a  stockholder. 

The  Chairman.  Did  you  present  this  question  to  all  the  members 
of  the  church  ? 

Mr.  Smith.  No.  The  people  of  the  church  are  not  the  stock- 
holders. 

The  Chairman.  But  the  Mormon  Church  is  a  stockholder  ? 

Mr.  Smith.  Sure. 

The  Chairman.  You  did  not  submit  it  to  the  Mormon  Church? 

Mr.  Smith.  No. 

The  Chairman.  Whom  was  it  submitted  to? 

Mr.  Smith.  Well,  it  was  not  submitted  at  all,  I  do  not  think,  but 
it  was  acquiesced  in  by  all  the  presiding  authorities  of  the  church 

Tne  Chairman.  Who  decided  the  question  then  ?  That  is  what  I 
am  trying  to  find  out. 
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Mr.  Smith.  We  all  decided  it. 

The  Chairman.  Who  conducted  the  negotiations  ? 

Mr.  Smith.  Mr.  Cutler. 

The  Chairman.  Mr.  Thomas  E,  Cutler? 

Mr.  SsiiTH.  YeSj  sir. 

The  Chairman.  Did  he  report  to  j'ou  ? 

Mr.  Smith.  No;  he  reported  to  the  board. 

The  Chairman.  You  mean  the  board  of  three  ? 

Mr.  Smith.  No  ;  the  sugar  organization. 

The  Chairman.  I  mean  who  decided  that  position  the  Mormon 
Church  was  to  take  in  the  stockholders'  meeting  on  this  question  ? 

Mr.  Smith.  The  stockholders. 

The  Chairman.  The  Mormon  Church  itself  was  a  stockholder? 

Mr.  Smith.  Sure. 

The  Chairman.  Did  it  vote  in  the  stockholders'  meeting? 

Mr.  Smith.  No;  it  voted  through  its  own  representative. 

The  Chairman.  Yourself? 

Mr.  Smith.  Yes. 

The  Chairman.  And  you  voted  in  favor  of  the  trade  with  Mr. 
Havemeyer  ? 

Mr.  Smith.  I  did ;  most  decidedly. 

The  Chairman.  What  I  am  trying  to  find  out  is 

Mr.  Smith  (interposing).  But  let  me  say  this,  with  the  acquies- 
cence of  my  associates. 

The  Chairman.  Undoubtedly;  I  understand  that.  I  want  to  see, 
though,  to  what  extent  there  was  either  consultation  or  acquiescence. 
You  did  not  present  this  matter,  you  say,  to  the  board  of  fifteen? 

Mr.  Smith.  They  were  all  cognizant  of  it,  nevertheless. 

The  Chairman.  Did  you  not  formally  submit  it  in  a  meeting? 

Mr.  Smith.  No;  it  was  not  formally  submitted. 

The  Chairman.  You  did  not  think  it  was  a  matter  of  that  much 
importance  ? 

Mr.  Smith.  No,  sir. 

The  Chairman.  You  went  to  the  stockholders'  meeting,  did  you? 

Mr.  Smith.  I  think  I  was  there ;  j'es. 

The  Chairman.  Did  you  vote  the  stock  of  the  church  on  that  oc- 
casion ? 

Mr.  Smith.  Yes,  sir. 

The  Chairman.  In  favor  of  the  plan  presented  by  Mr.  Cutler  ? 

Mr.  Smith.  I  did. 

The  Chairman.  Did  you  ever  submit  that  plan  formally  to  anv- 
body?  .       '  ^ 

Mr.  Smith.  No,  sir. 

The  Chairman.  You  acted,  in  other  words,  on  your  own  best 
judgment  about  the  matter? 

Mr.  Smith.  Yes,  sir. 

The  Chairman.  Now,  did  Mr.  Havemeyer  and  yourself  have  any 
conference  about  this  matter  ? 

Mr.  Smith.  None  whatever. 

The  Chairman.  He  wrote  you  a  letter  about  it,  did  he  not? 

Mr.  Smith.  I  do  not  think  he  ever  wrote  me  a  letter,  unless  it  was 
to  the  president  of  the  company;  but  I  am  not  sure  that  he  ever 
wrote  me  a  letter  at  all. 
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The  Chairman.  Let  me  see  if  I  can  not  refresh  your  memory, 
Mr.  Smith.  1  read  you  now  from  Mr.  Cutler's  testimony,  hoping  it 
will  recall  this  matter  to  your  mind : 

There  is  one  thing  I  would  like  to  state  here,  Jlr.  Gari-ett,  commencing,  not 
with  this  attorney,  because  this  attorney  is  guileless,  but  we  had  a  previous 
attorney  who  was  a  little  bit  afraid,  and  he  so  t.;liied  to  the  stockholders  and 
incited  them  that  wJien  the  idea  of  selling  out  one-hrilf  of  our  stock  to  the 
American  Sugar  Refining  Co.,  or  to  Mr.  Havemeyer,  was  broached,  they  were 
afraid  that  he  would  want  it  for  control;  and  Mr.  Ferguson,  our  attorney 
previous  to  Maj.  Young  here,  drew  up  an  article  at  the  time  we  were  negoti- 
ating with  Mr.  Havemeyer  to  ask  his  consent  that  a  board  of  directors -might 
be  elected  for  five  years.  We  proposed  to  them  that  they  should  name  three 
directors,  we  should  name  three,  and  the  six  should  mime  the  seventh.  Mr. 
Havemeyer  agreed  to  that  in  a  letter  t"  i(r,  Joseph  F.  Smith. 

Mr.  Smith.  That  is  A^erv  likely  true.  I  had  forgotten  all  about  it, 
though. 

The  CHAiRjiAK.  Does  that  refresh  your  mind  in  any  way? 

Mr.  Smith.  I  do  not  remember  it;  no,  sir. 

The  Chairman.  Mr.  Cutler's  statement  was  that  somebody,  an  at- 
torney or  some  one  else,  had  stirred  up  the  local  stockholders  in  the 
Utah-Idaho  Co.  to  fear  that  Havemej^er  was  trying  to  get  control  of 
the  whole  thing,  and  they  had  better  agree  about  the  directors  before 
they  went  into  this  combination  with  him.  and  he  presented  to  Mr. 
Havemeyer,  in  behalf  of  your  company,  a  proposition  that  the 
American  Sugar  Refining  Co.  should  elect  three  of  the  directors,  the 
local  stockholders  three,  and  that  the  sixth  should  choose  the  seventh, 
and  he  said  Mr.  Havemeyer  agreed  to  that,  and  set  out  that  under- 
standing in  a  personal  letter  to  you.  You  say  you  think  that  is  prob- 
ably accurate? 

Mr.  Smith.  I  think  that  is  probably  correct.  The  letter,  of  course, 
is  in  charge  of  the  secretary,  I  suppose,  of  the  company.  I  do  not  re- 
member anything  about  the  letter  myself. 

The  Chairman.  If  it  was  a  personal  letter  to  you,  it  would  not  go 
to  the  secretary  of  the  company? 

Mr.  Smith.  Well,  it  was  not  a  personal  letter  to  me,  I  do  not  think. 

The  Chairman.  Well,  that  is  what  he  said.  I  do  not  know,  of 
course. 

Mr.  Sjiith.  Well,  it  may  ha^'e  been,  but  I  do  not  remember  it.  I 
do  not  remember  having  received  any  such  letter  at  all. 

The  Chairman.  Do  you  recall  the  circumstances  under  which  you 
happened  to  be  chosen  jpresident  of  this  Utah-Idaho  Sugar  Co.  ? 

Mr.  Smith.  I  do  not. 

The  Chairman.  Mr.  Cutler's  statement  on  that  point  was  that  he 
suggested  the  idea  to  Mr.  Havemeyer,  and  that  Mr.  Havemeyer  very 
promptly  and  readily  agreed  to  it,  and  that  you  consented  when 
the  matter  was  mentioned  to  you? 

Mr.  Smith.  I  think  that  is  right. 

Mr.  Young.  Mr.  Hardwick,  will  you  allow  tlie  suggestion  that  Mr. 
Smith  was  president  of  the  old  company? 

The  Chairman.  You  were  president  of  the  Utah  Sugar  Co.? 

Mr.  S311TH.  Yes.  ^     ,    j. 

The  Chairman.  Were  you  president  of  Utah  Sugar  Co.  before  it 
became  The  Utah  Sugar' Co.? 

Mr.  Young.  Mr.  Smith  was  president  of  each  one  of  these  compa- 
nies in  turn  whenever  they  were  organized,  and  then  of  the  several 
companies  consolidated,  after  they  were  organized. 


1038  AMERICAN   SUGAR   REFINING   CO. 

Mr.  Smith.  Yes;  that  is  correct. 

The  Chairman.  You  were  president  each  time? 

Mr.  Smith.  Yes;  that  is,  I  was  reelected,  of  course. 

The  Chairman.  And  when  Havemeyer  went  in  with  you,  he  very 
readily  consented  that  you  should  remain  president,  and  yoii  have 
been  president  ever  since? 

Mr.  Smith.  So  I  understand ;  yes,  sir. 

The  Chairman.  Although  the  American  Sugar  Refining  Co. 
owned  a  majority  of  this  stock,  does  it  not? 

Mr.  Smith.  I  am  not  sure  that  it  does. 

The  Chairman.  It  took  a  half  interest,  I  believe. 

Mr.  Smith.  Yes. 

The  Chairman.  Have  they  ever  bought  any  since,  or  do  you  know  ? 

Mr.  Smith.  Not  that  I  know  of. 

The  Chairman.  Are  you  acquainted  with  any  of  the  details  of  the 
business  management  of  this  Utah-Idaho  Sugar  Co.  ? 

Mr.  Smith.  Very  little. 

The  Chairman.  Do  you  know  in  what  territory  it  markets  its 
sugar  now,  for  instance? 

Mr.  Smith.  No,  sir ;  I  do  not. 

The  Chairman.  Mr.  Smith,  do  you  know  who  organized  the  Amal- 
gamated Sugar  Co.? 

Mr.  Smith.  No,  sir.  Oh,  I  have  an  idea  that  Mr.  David  Eccles 
had  a  hand  in  it. 

The  Chairman.  Mr.  David  Eccles,  who  used  to  live  in  Ogden? 

Mr.  Smith.  Yes,  sir.  I  think  he  is  the  principal  stockholder  in  it 
and  the  organizer  of  the  company. 

The  Chairman.  And  the  church  never  took  an  interest  in  that 
company  ? 

Mr.  Smith.  Not  that  I  am  aware  of.  sir. 

The  Chairman.  And  you  would  have  been  aware  of  it  if  it  had 
taken  such  an  interest  since  you  became  president? 

Mr.  Smith.  Yes ;  I  think  I  would. 

The  Chairman.  Do  you  know  who  organized  the  Lewiston  Sugar 
Co.? 

Mr.  Smith.  No,  sir. 

The  Chairman.  Who  is  Charles  W.  Nibley? 

Mr.  Smith.  I  understand  he  is  the  president  of  that  company. 

The  Chairman.  He  is  also  the  business  manager  of  the  church,  is 
he  not — the  bishop  in  charge  of  its  temporal  affairs? 

Mr.  Smith.  He  is  the  presiding  bishop  of  the  church;  yes. 

The  Chairman.  Is  he  not  the  one  man  who  is  supposed  to  be  the 
real  business  manager  of  the  church's  business  affairs? 

Mr.  Smith.  Well,  I  presume  so;  yes. 

The  Chairman.  Do  you  know  whether  he  has  any  money  of  the 
church  in  that  concern  or  not? 

Mr.  Smith.  I  do  not  think  he  has. 

The  Chairman.  You  do  not  think  he  has? 

Mr.  Smith.  No,  sir. 

The  Chairman.  Do  you  know  what  interest,  if  any,  the  American 
Sugar  Refining  Co.  has  in  the  Amalgamated  Sugar  Co.  ? 

Mr.  Smith.  I  do  not. 

The  Chairman.  And  in  the  Lewiston  Sugar  Co.  ? 

Mr.  Sjiith.  No,  sir. 
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The  Chairman.  Is  Mr.  David  Eccles  a  Mormon  ? 

Mr.  SaiiTH.  Yes,  sir. 

The  Chairman.  And  Mr.  Nibley  is,  of  course  ? 

Mr.  Smith.  Yes. 

The  Chairman.  Now,  going  just  a  moment,  as  far  as  you  are  able 
to  go,  into  this  Utah-Idaho  Sugar  Co.,  of  which  you  are  the  president^ 
the  fact  IS  that  it  operates  six  beet  factories,  two  comparatively  large 
ones  in  Utah,  the  largest  one  being  at  Lehi,  as  I  understand  it,  and 
four  relatively  smaller  ones  in  Idaho? 

Mr.  Smith.  Yes. 

The  Chairman.  Can  you  tell  us  anything  about  their  capacity  tc 
slice  beets,  or  anything  like  that  ? 

Mr.  Smith.  No,  sir;  I  could  not,  from  memory. 

The  Chairman.  You  have  nothing  whatevei:  to  do  with  its  active 
management  ? 

Mr.  Smith.  No,  sir;  not  at  all. 

The  Chairman.  That  is  left  entirely  with  Mr.  Cutler? 

Mr.  Smith.  With  the  business  manager. 

The  Chairman.  And  you  could  not  add  to  what  he  has  testified 
to  here? 

Mr.  Smith.  No,  sir;  not  at  all. 

The  Chairman.  Now,  Mr.  Smith,  you  told  us  that  the  church,  as- 
an  organization,  went  into  the  beet-sugar  business.  Will  you  please 
tell  us  from  what  source  the  funds  of  the  church  came  which  were 
invested  in  such  an  enterprise? 

Mr.  Smith.  They  came  from  the  regular  funds  of  the  church. 

The  Chairman.  Now,  what  were  those  regular  funds? 

Mr.  Smith.  The  regular  funds  of  the  church  are  the  tithing  fund. 

The  Chairman.  What  percentage  of  the  earnings  of  the  people 
does  that  represent  under  your  religious  system — one-tenth  ? 

Mr.  Smith.  One-tenth, 

The  Chairman.  Each  member  of  the  church  gives  on«-tenth  of 
what  he  earns  per. year? 

Mr.  Smith.  That  depends  upon  whether  he  wishes  to  or  not. 

The  Chairman.  I  mean,  that  is  the  theory  of  it? 

Mr.  Smith.  That  is  the  theory  of  it,  and  that  is  the  law. 

The  Chairman.  The  religious  law  governing  the  matter? 

Mr.  Smith.  Yes. 

The  Chairman.  HasS  the  church  any  regular  funds  besidesi  this 
annual  tithing? 

Mr.  Smith.  No;  not  of  any  consequence. 

The  Chairman.  Not  of  any  consequence? 

Mr.  Smith.  No,  sir. 

The  Chairman.  Has  it  large  business  investments? 

Mr.  Smith.  Not  very. 

The  Chairman.  Is  this  the  largest  business  investment  the  church- 
has? 

Mr.  Smith.  I  think  it  is. 

The  Chairman.  This  $500,000  invested  in  the  sugar  business  ? 

Mr.  Smith.  That  is  the  largest  we  have ;  yes,  sir. 

The  Chairman.  This  tithing  fund  is  collected  and  put  in  the  hands- 
of  the  president  of  the  church  and  the  bishops? 

Mr.  Smith.  That  is  right. 
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The  Chairman.  I  do  not  want  to  ask  a  question  which  is  not 
proper,  but  I  would  like  to  know — -I  do  not  care  anything  about  the 
religious  point  of  it,  but  from  a  business  standpoint,  to  what  extent 
the  men  who  actually  administer  this  fund  are  accountable  to  the 
people  who  give  it? 

Mr.  Smith.  The  records  are  kept  correctly. 

The  Chairman.  Do  you  keep  regular  business  records?  That  is 
exactly  what  I  was  referring  to. 

Mr.  Smith.  Absolutely,  as  correct  as  any  bank. 

The  Chairman.  You  keep  journals  and  ledgers,  showing  how  much 
you  receive  from  every  source? 

Mr.  Smith.  Yes,  sir;  from  every  source. 

The  Chairman.  And  how  much  you  pay  out  to  every  object? 

Mr.  Smith.  Yes,  sir. 

The  Chairman.  For  which  the  church  expends  money? 

Mr.  Smith.  Yes,  sir;  as  accurately  as  any  bank  keeps  its  accounts. 

The  Chairman.  Where  are  those  books  kept — in  the  president's 
office  ? 

Mr.  Smith.  No,  sir;  in  the  presiding  bishop's  office. 

The  Chairman.  Can  you  tell  me,  because,  of  course,  it  is  illus- 
trative of  the  business  power  of  the  church,  practically  what  the 
invested  funds  of  the  church  amount  to — I  mean  invested  in  business 
enterprises? 

Mr.  Smith.  No  ;  I  could  not  tell  you  from  memory. 

The  Chairman.  Could  you  do  that  substantially  ? 

Mr.  Smith.  Well,  no ;  I  could  not,  in  the  aggregate.  We  have  a 
small  investment  in  the  Zion  Co. 

The  Chairman.  I  do  not  want  to  pry  into  any  other  investment 
except  in  business  enterprises. 

Mr.  Smith.  That  is  all  we  have.  And  it  is  controlled  by  a  board 
of  directors  and  a  corporate  organization  under  the  laws  of  the  State, 
just  as  any  other  business  is  conducted.  All  the  church  has  to  do  with 
it  is  to  hold  its  interest  in  these  organizations,  and  the  business  is 
conducted  by  a  board  of  directors. 

The  Chairman.  By  a  board  of  directors? 

Mr.  Smith.  Elected  by  the  stockholders. 

The  Chairman.  You  mean  of  this  Sugar  Co.  ? 

Mr.  Smith.  Yes ;  of  the  Sugar  Co.,  and  any  other  business  institu- 
tion in  which  the  church  has  any  interest  whatever. 

The  Chairman.  When  the  church's  dividends  come  in  they  are 
sent  to  you,  are  they  not? 

Mr.  Smith.  They  are  sent  to  the  presiding  bishop. 

The  Chairman.  They  are  sent  to  the  presiding  bishop? 

Mr.  Smith.  Yes,  sir. 

The  Chairman.^  And  he  charges  them  up  to  himself  on  the  books 
or,  rather,  he  credits  the  church  with  them? 

Mr.  Smith.  Yes,  sir. 

The  Chairman.  And  his  ledger  will  show  what  the  church  funds 
are  spent  for? 

Mr.  Smith.  Yes,  sir. 

The  Chairman.  Could  you  give  me  in  a  substantial  way  what  this 
tithing  amounts  to  in  Utah,  say,  in  a  year  ? 

Mr.  Smith.  Well,  it  varies. 

The  Chairman.  Naturally. 
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Mr.  Smith.  Naturally.  During  prosperous  years  it  will  probably 
amount  to  a  million  and  a  quarter,  perhaps. 

The  Chairman.  A  million  and  a  quarter? 

Mr.  Smith.  Yes;  or  a  million  and  a  half;  and  when  times  are  not 
so  prosperous  it  is  less. 

The  Chairman.  Is  it  the  policy  of  the  Mormon  Church  to  make 
business  investments  generally? 

Mr.  Smith.  No,  sir. 

The  Chairman.  It  is  not? 

Mr.  S^iiTH.  No,  sir. 

The  Chaikm.\n.  Why  was  this  business  investment  made? 

Mr.  Smith.  To  start  it  and  to  help  it. 

The  Chairman.  Is  it  the  policy  of  the  Mormon  Church  to  help 
out  whenever  business  needs  helping  out? 

iSIr.  Smith.  It  is  when  starting  a  home  industry  started  by  our 
own  people. 

The  Chairman.  Are  the  director?  of  this  Utah-Idaho  Sugar  Co. 
all  members  of  your  faith? 

Mr.  Smith.  No,  sir. 

The  Chairman.  How  many  of  them  are  not? 

Mr.  Smith.  I  do  not  know. 

The  Chairman.  Very  nearly  all  are? 

Mr.  Smith.  You  mean  the  directors? 

The  Chairman.  Yes. 

Mr.  Smith.  I  think  they  all  are  but  one. 

The  Chairman.  Do  you  remember  what  his  name  is? 

Mr.  Smith.  I  do. 

The  Chairman.  What  is  it? 

Mr.  Smith.  William  S.  McComick. 

The  Chairman.  Does  he  live  in  Salt  Lake  City? 

Mr.  Smith.  Yes,  sir. 

The  Chairman.  And  he  is  the  director  who  does  not  belong  to 
your  faith? 

Mr.  Smith.  Yes,  sir;  and  also  a  stockholder. 

The  Chairman.  If  I  understood  you  correctly,  the  policy  of  the 
Mormon  Church  is  to  help  business  enterprises 

Mr.  Smith  (interposing).  No;  it  is  not;  only  when  it  is  absolutely 
necessary. 

The  Chairman.  Let  me  finish  my  question,  please,  because  I 
think  you  will  probably  agree  with  me  when  I  state  the  entire  ques- 
tion. It  is  the  policy  of  the  Mormon  Church  to  help  business  enter- 
prises which  they  regard  necessary  for  home  development,  in  which 
their  own  people  are  interested,  and  which  can  not  succeed  without 
the  aid  of  the  church? 

Mr.  Smith.  That  is  the  policy  we  have  pursued. 

The  Chairman.  Has  the  State  of  Utah  or  the  church,  either,  ever 
given  a  bounty  on  the  growing  of  sugar  beets,  or  do  you  happen  to 
know  about  that? 

Mr.  Smith.  I  think  the  Territorial  legislature  at  one  time  offered  a 
bounty  for  the  production  of  sugar. 

The  Chairman.  For  the  production  of  sugar? 

Mr.  Smith.  Yes,  sir. 

The  Chairman.  Do  you  remember  how  much  it  was  ? 

Mr.  Smith.  It  was  a  very  small  amount.    I  think  it  was  $5,000. 


1042  AMERICAN  SUGAE  REFINING  CO. 

Mr.  Young.  It  was  1  cent  a  pound,  and  was  at  the  same  time  that 
the  United  States  Government  was  giving  2  cents  a  pound. 

Mr.  Cutler.  There  was  once  a  bounty  of  $5,000,  and  then  1  cent  a 
pound  up  to  $50,000. 

The  Chairman.  Mr.  Smith,  do  you  remember  what  year  that  was? 

Mr.  Smith.  No,  sir;  I  do  not. 

The  Chairman.  There  is  no  bounty  now  given  either  by  the  State 
or  the  church? 

Mr.  Smith.  No,  sir. 

The  Chairman.  Does  the  church  encourage  its  members  who  are 
farmers  to  furnish  sugar  beets  for  these  factories? 

Mr.  Smith.  No,  sir ;    it  is  left  entirely  to  the  manager. 

The  Chairman.  That  would  be  a  question,  I  suppose,  that  each 
local  clergyman  would  do  whatever  he  thought  best  about? 

Mr.  Smith.  I  think  that  the  manager  makes  his  own  contracts 
with  the  people  independently  of  anybody  except  the  people  he  deals 
with. 

The  Chairman.  It  is  a  good  deal  easier  for  the  beet-sugar  factories 
in  Utah  and  Idaho  to  get  the  beets  than  elsewhere,  is  it  not? 

Mr.  Smith.  Well,  I  think  our  people  are  rather  an  industrious 
people,  and  I  think  they  see  it  will  be  for  their  best  interests.  Since 
the  introduction  of  the  culture  of  beets  and  the  manufacture  of  beet 
sugar  it  has  increased  the  value  of  farms  extensively,  and  it  has 
given  increased  labor  to  the  farmers  and  saved  the  State  hundreds 
of  thousands  of  dollars. 

The  Chairman.  Mr.  Smith,  is  it  not  true  that  the  Utah-Idaho 
Sugar  Co.  pays  less  for  its  beets  than  almost  any  other  beet-sugar 
company  ? 

Mr.  Smith.  I  do  not  think  it  is  true.  Mr.  Cutler  could  probably 
tell  you  exactly. 

The  Chairman.  Well,  we  have  some  figures  here  from  everywhere 
on  that  subject.    If  it  is  true,  you  do  not  know  it? 

Mr.  Smith.  I  do  not  know  it;  no,  sir. 

The  Chairman.  Has  the  church  or  have  you  any  interest  in  the 
beet-sugar  factories  in  Colorado  ? 

Mr.  Smith.  None  whatever. 

The  Chairman.  You  have  no  interest  in  beet-sugar  factories  ex- 
cept in  Utah  and  Idaho  ? 

Mr.  Smith.  No. 

The  Chairman.  Mr.  Smith,  did  you,  as  the  president  of  the 
church,  take  any  legal  advice  on  whether  or  not  this  combination 
with  Mr.  Havemeyer  was  lawful  or  unlawful  ? 

, ,  Mr.  Smith.  I  think  the  company  did,  but  I  do  not  think  that  the 
church  did. 

The  Chairman.  You  do  not  think  the  church  did  ? 

Mr.  Smith.  No,  sir. 

The  Chairman.  You  were  president  of  the  company,  too  ? 

Mr.  Smith.  Yes,  sir. 

The  Chairman.  Did  you  as  president  have  any  knowledge  of  the 
fact — did  you  consult  lawyers  on  that  question  ? 

Mr.  Smith.  We  have  an  attorney  for  the  company  who  directs  us 
in  legal  matters. 

The  Chairman.  Who  is  that  attorney? 

Mr.  Smith.  Maj.  Young  is,  at  present. 
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The  Chaikman.  Who  was  your  attorney  then? 

Mr.  Smith.  I  think  his  name  was  Ferguson. 

The  Chairman.  Yes;  I  believe  Mr.  Cutler  mentioned  his  name. 
Do  you  happen  to  know  of  your  own  knowledge  whether  he  was 
consulted  on  that  point  or  not  ? 

Mr.  Smith.  I  think  he  was. 

The  Chairman.  As  to  whether  or  not  this  contract  which  Mr. 
Havemeyer  was  proposing,  this  arrangement  or  agreement  or 
whatever  you  want  to  call  it,  was  in  violation  of  the  Sherman  anti- 
trust law  of  the  United  States? 

Mr.  Smith.  I  do  not  know  that  I  ever  heard  the  question  mooted 
at  all. 

The  Chairman.  Then  why  do  you  say  you  think  he  was  consulted  ? 

Mr.  Smith.  I  think  he  was  consulted  on  all  business  matters. 

The  Chairman.  In  other  words,  it  is  just  a  general  idea  you  have 
that  he  must  have  been  consulted  because  you  think  he  ought  to  have 
been  consulted? 

Mr.  Smith.  Yes. 

The  Chairman.  But  as  president  of  the  company  you  do  not  know, 
in  point  of  fact,  whether  he  was  consulted  on  that  point  or  not  ? 

Mr.  Smith.  No;  I  do  not. 

The  Chairm^an.  Who  can  tell  us  about  that? 

Mr.  Smith.  I  think  Maj.  Young  could,  probably. 

The  Chairman.  Was  Maj.  Young  then  the  attorney? 

Mr.  Smith.  No;  he  was  not  then  the  attorney,  but  he  has  been 
since ;  and  he  is  very  well  posted  in  relation  to  all  the  matters  of  the 
company. 

The  Chairman.  As  to  what  has  happened  ? 

Mr.  Smith.  Yes;  of  course,  I  am  not  trying  to  get  the  Major  on 
thie  stand  here. 

The  Chairman.  Well,  it  is  not  a  very  unpleasant  place.  The 
church  is  still  a  stockholder  to  the  extent  you  have  indicated  in  this 
company  ? 

Mr.  Smith.  Yes,  sir. 

The  Chairman.  And  the  American  Sugar  Eefining  Co.  still  owns 
half  of  it? 

Mr.  Smith.  I  believe  that  is  so. 

The  Chairman.  Why  was  it  that  Mr.  McCormick  was  put  on  the 
board  ? 

Mr.  Smith.  He  has  been  a  member  all  the  way  through.  He  is  a 
heavy  stockholder  and  a  banker.  The  company  has  depended  upon 
him  a  good  deal  for  money — ^they  have  borrowed  money  of  him  a 
good  deal. 

The  Chairman.  A  majority  of  the  stockholders  are  members  of 
your  faith? 

Mr.  Smith.  No,  sir. 

The  Chairman.  I  mean,  leaving  out  the  interests  of  the  American 
Sugar  Eefining  Co. 

•  Mr.  Smith.  Let  me  state,  please,  Mr.  Hardwick,  that  the  church 
has  nothing  to  do  with  the  business  of  these  concerns  whatever;  no 
more  than  you  have;  not  one  bit. 

The  Chairman.  Well,  if  I  were  a  stockholder  I  might  think  I  had 
something  to  do  with  it. 
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Mr.  Smith.  It  has,  as  a  stockholder,  through  me,  an  interest  which 
is  looked  after  the  best  I  can  in  the  interests  of  the  church.  But 
the  church  itself  takes  no  part  in  the  business  of  these  concerns  no 
more  than  it  does  in  the  business  of  any  other  institution  in  the 
world. 

The  Chairman.  Except  through  its  agent  ? 

Mr.  Smith.  That  is  all. 

The  Chairman.  Who  represents  its  stock? 

Mr.  Smith.  That  is  all. 

The  Chairman.  That  would  be  true  of  anybody,  corporate,  re- 
ligious, or  industrial  ? 

Mr.  Smith.  To  be  sure. 

The  Chairman.  Do  you  know,  Mr.  Smith,  leaving  out  for  the  mo- 
ment the  interests  of  the  American  Sugar  Kefining  Co.,  which  we 
understand  to  be  about  half  of  this  stock,  who  owns  the  bulk  of  the 
local  stock — whether  it  is  owned  by  Mormons  or  other  people  ?  Have 
you  ever  figured  on  that  proposition  ? 

Mr.  Smith.  I  presume  it  is  held  pretty  nearly  half  and  half.  I 
would  not  be  surprised  if  a  majority  of  it  was  held  by  non-Mormons. 

The  Chairman.  By  people  who  are  not  Mormons? 

Mr.  Smith.  Yes,  sir. 

The  Chairman.  Have  you  looked  into  that  at  all? 

Mr.  Smith.  No;  I  have  not. 

The  Chairman.  And  your  estimate  is  that  it  is  about  half  and 
half,  although  you  would  not  be  surprised 

Mr.  Smith  (interposing).  If  a  majority  of  it  was  in  the  hands  of 
non-Moi'mons. 

The  Chairman.  You  mean  outside  of  the  church's  holdings? 

Mr.  Smith.  Yes. 

The  Chairman.  There  is  no  other  stockholder,  except  the  Ameri- 
can Sugar  Refining  Co.,  in  the  Utah-Idaho  Co.  with  anything  like 
the  holdings  of  the  church,  is  there? 

Mr.  Smith.  Not  that  I  know  of.  I  think  the  church's  holding  is 
probably  the  largest  individual  holding. 

The  Chairman.  Second  to  the  American  Sugar  Refining  Co.'s 
holding  ? 

Mr.  Smith.  I  think  so. 

Mr.  Stjlzer.  Mr.  Smith,  I  would  like  to  ask  you  a  few  questions 
along  the  economic  basis  of  the  sugar  question.  When  was  the  Utah- 
Idaho  Co.  organized? 

Mr.  Smith.  Well,  I  have  just  said  I  did  not  remember  the  date; 
but  I  think  Mr.  Hardwick  has  mentioned  the  date,  which  I  think  is 
correct. 

Mr.  SuLZER.  About  what  time? 

Mr.  Smith.  I  really  can  not  tell  you. 

Mr.  YoTJNG.  In  1907  the  Utah-Idaho  Co.  was  organized. 

Mr.  StTLZER.  Prior  to  that  time  you  were  producing  beet  sugar? 

Mr.  Smith.  At  Lehi,  yes;  in  Utah  County. 

Mr.  SuLZER.  And  you  had  an  organization? 

Mr.  Smith.  Yes,  sir. 

Mr.  Stjlzer.  What  kind  of  organization  was  that? 

Mr.  Smith.  It  was  a  corporate  organization,  under  the  laws  of  the 
State. 

Mr.  SuLZEE.  What  was  it  called? 
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Mr.  Smith.  It  was  called  the  Utah  Beet  Sugar  Co.,  or  the  Utah 
Sugar  Co.  I  think  it  was. 

Mr.  SuLZEE.  ^Vhat  was  the  capitalization  of  that  company? 

Mr.  Smith.  I  think  it  was  $1,000,000,  as  near  as  I  can  remember. 

Mr.  SuLZER.  What  was  the  par  value  of  the  shares? 

Mr.  Smith.  $10.     They  have  always  been  $10. 

Mr.  SuLZER.  Was  all  that  stock  issued? 

Mr.  Smith.  I  think  so. 

Mr.  SuLZER.  Who  held  it? 

Mr.  Smith.  It  was  held  by  the  various  stockholders — quite  numer- 
ous stockholders. 

Mr.  SuLZER.  Were  you  a  stockholder  in  the  company  at  that  time? 

Mr.  Smith.  Yes,  sir;  in  a  small  way. 

Mr.  SuLZER.  Was  the  church  a  stockholder  in  the  company  at  that 
time? 

Mr.  Smith.  You  are  talking  of  the  Utah  Sugar  Co.  ? 

Mr.  StiLZER.  Yes. 

Mr.  Smith.  It  became  a  stockholder  by  means  of  assisting  them 
in  their  difficulty  to  raise  money.  The  church  lent  its  credit  and 
assisted  with  means  as  much  as  it  could  to  help  them  out  of  the 
trouble  and  make  a  success  of  the  business,  and  in  that  way  became 
a  stockholder. 

Mr.  SuLZER.  You  say  the  church  helped  them  out  of  the  trouble — 
what  trouble? 

Mr.  Smith.  The  failure  of  those  who  had  subscribed  stock  to  the 
company  to  pay  their  stock  was  the  principal  cause  of  the  failure. 
One  man,  for  instance,  had  promised  or  did  subscribe  for  $50,000 
and  he  fell  down,  and  of  course  did  not  pay  a  dollar  on  his  stock. 
Others  who  had  subscribed  for  other  amounts,  smaller  amounts, 
failed  to  come  up  with  their  subscriptions,  and  the  result  was  that 
the  company  was  practically  bankrupt. 

Mr.  SuxzER.  In  other  words,  then,  the  church  took  the  stock  which 
had  been  subscribed  for  and  not  paid  for? 

Mr.  Smith.  Xo,  sir;  it  did  not.  The  church  indorsed  for  them 
to  borrow  the  money,  and  under  the  indorsement  became  responsible, 
and  they  got  the  money ;  and  it  was  not  until  later  on  that  the  church 
obtained  any  stock  in  the  company  at  all. 

Mr.  StTLZER.  At  this  time  did  the  company  to  which  you  have  just 
referred  practically  control  the  product  of  the  beet-sugar  industry 
in  the  State  of  Utah  ? 

Mr.  Smith.  It  was  the  only  organization  of  the  kind  in  Utah. 

Mr.  SuLZER.  Can  you  tell  us  approximately  about  how  many  tons 
of  beet  sugar  were  produced  at  that  time  ? 

Mr.  Smith.  No,  sir;  I  can  not. 

Mr.  SuLZER.  But  all  that  was  produced  was  practically  controlled 
by  this  company  ? 

Mr.  Smith.  Yes. 

Mr.  Stilzer.  Did  this  company  control  the  product  of  any  of  the 
beet  sugar  raised  in  Idaho  at  this  time? 

Mr.  Smith.  There  was  not  any  in  Idaho  at  this  time  at  all. 

Mr.  StJLZER.  Or  any  other  State— Colorado  ? 

Mr.  Smith.  I  do  not  know  anything  about  Colorado. 

Mr.  SuLZER.  It  was  all  confined  to  the  State  of  Utah  ? 

Mr.  Smith.  It  was  all  confined  to  the  county  of  Utah. 
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Mr.  SuLZEE.  How  long  afterwards  was  this  Utah-Idaho  Sugar  Co. 
organized  ? 

Mr.  Smith.  Well,  Maj.  Young  says  in  1907. 

Mr.  SuLZEE.  And  this  company  acquired  the  holdings  of  the  other 
company  in  Utah — the  Utah  Sugar  Co.  ? 

Mr.  Smith.  No,  sir;  there  was  a  new  company  organized  at  that 
time,  and  subscription  books  were  opened  for  subscribers  for  the 
building  of  a  new  factory,  the  stockholders  of  the  Utah  company 
being  privileged  to  take  their  proportion  of  stock  in  the  new  com- 
pany, which  they  did.  New  stock  was  also  subscribed,  and  in  that 
way  the  money  was  raised  by  subscription  and  by  the  proportion 
paid  in  by  the  Havemeyer  Co.,  to  build  the  factories,  one  after  the 
other,  until  they  were  built ;  the  stockholders  all  became  stockholders 
or  practically  the  same  stockholders  in  each  company. 

Mr.  SuLZEE.  What  was  the  capitalization  of  the  Utah-Idaho 
Sugar  Co.  ? 

Mr.  Smith.  Well,  I  think  its  capital  was,  I  do  not  know — can  you 
tell  me,  Maj.  Young? 

Mr.  YotTNG.  The  Utah-Idaho  Sugar  Co.,  the  present  company, 
was  organized  with  a  capital  stock  of  $10,000,000  of  preferred  and 
$3,000,000  of  common.  The  preferred  was  not  issued  when  it  was 
first  organized,  and  has  never  since  been  entirely  issued.  The 
$3,000,000  of  common  stock  has  been  retired  by  the  issue  of  some 
of  the  treasury  stock  of  the  preferred  stock,  so  that  the  common 
stock  is  now  practically  wiped  off,  with  the  exception  of  a  hundred 
or  so  shares,  I  understand,  and  the  present  issued  stock  of  the  com- 
pany is  nearly  $10,000,000  of  preferred  stock. 

Mr.  SuLZEE.  And  half  of  that  stock  is  held  by  the  American  Sugar 
Refining  Co. 

Mr.  Smith.  As  I  understand  it. 

Mr.  SuLZBE.  A  little  more  than  half? 

Mr.  Smith.  Yes. 

Mr.  YoTJNG.  The  record  shows  a  little  less  than  half,  Mr.  Sulzer. 

Mr.  Smith.  A  little  less,  I  think. 

Mr.  Stjlzee.  The  Utah-Idaho  Sugar  Co.  acquired  all  of  the  hold- 
ings of  the  Utah  Sugar  Co.? 

Mr.  Smith.  No;  the  stockholders  in  one  were  the  stockholders  in 
the  other. 

Mr.  SuLZEE.  In  other  words,  they  merely  interchanged  their  stock  ? 

Mr.  Smith.  No  ;  they  issued  stock.    They  bought  the  stock. 

Mr.  SuLZEE.  They  bought  more  stock? 

Mr.  Smith.  Yes,  sir;  and  paid  for  it. 

Mr.  Stjlzee.  When  did  the  Utah-Idaho  Sugar  Co.  acquire  rights 
and  properties  in  Idaho? 

Mr.  Smith.  When  the  factories  were  built  in  Idaho.  I  do  not 
remember  the  date. 

Mr.  Stjlzee.  Was  it  before  or  after  the  American  Sugar  Refining 
Co.  acquired  a  part  of  the  stock  of  the  Utah-Idaho  Sugar  Co.  ? 

Mr.  Smith.  It  was  after. 

Mr.  SuizEE.  Can  you  tell  us  what  it  cost,  approximately,  a  pound 
to  produce  beet  sugar  in  Utah  prior  to  1907  ? 

Mr.  Smith.  No ;  I  could  not  tell  you. 

Mr.  Stjlzee.  Can  you  tell  us  approximately  what  it  costs  to  pro- 
duce beet  sugar  in  Utah  now  ? 
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Mr.  Smith.  I  have  not  paid  any  attention  to  that.  I  could  not  tell 
you.  Mr.  Cutler  is  here  and  he  can  answer  all  those  questions  for 
you. 

Mr.  SuLZER.  But  you  do  not  know  of  your  own  knowledge  the 
cost  of  producing  beet  sugar? 

Mr.  Smith.  No,  sir. 

Mr.  SuLZEK.  At  the  present  time  or  formerly  ? 

Mr.  Smith.  No. 

Mr.  SuLZEE.  When  you  organized  the  Utah  Sugar  Co.  and  it  con- 
trolled practically  the  product  of  the  State  of  Utah,  and  vou  were 
selling  sugar  outside  of  the  State,  were  you  not  ? 

Mr.  Smith.  Well,  I  suppose  so,  as  far  as  we  had  it  for  sale  outside. 

Mr.  SuLZEE.  And  you  were  a  competitor  at  that  time  with  other 
beet-sugar  concerns? 

Mr.  Smith.  The  Utah  Sugar  Co.? 

Mr.  Sulzee.  Yes. 

Mr.  Smith.  I  suppose  so,  in  a  way,  but  we  were  a  very  small  con- 
cern and  did  not  amount  to  very  much. 

Mr.  Sulzee.  You  do  not  know  what  your  product  a  year  was  prior 
to  1907? 

Mr.  Smith.  No  ;  I  could  not  tell  you. 

Mr.  Sulzee.  You  do  not  know? 

Mr.  Smith.  No. 

Mr.  Sulzee.  Did  the  Utah  Sugar  Co.  pay  dividends  ? 

Mr.  Smith.  Yes,  sir.  For  several  years  it  did  not,  but  at  last  it 
was  able  to  pay  dividends. 

Mr.  Sulzee.  How  many  years  did  the  Utah  Sug'ar  Co.  pay  divi- 
dends ? 

Mr.  Smith.  Well,  I  could  easier  tell  you  how  many  years  it  did 
not. 

Mr.  Sulzee.  Well,  give  us  the  best  information  jon  have  with  re- 
gard to  that. 

Mr.  Smith.  I  think  there  were  some  two  or  three  or  three  or  four 
years,  probably,  that  it  did  not  pay  any  dividends. 

Mr.  Sulzee.  And  how  many  years  did  it  pay  dividends  ? 

Mr.  Smith.  It  has  paid  dividends  ever  since. 

Mr.  Sulzee.  I  am  talking  now  about  the  Utah  Sugar  Co. 

Mr.  Smith.  It  is  a  part  of  the  Utah-Idaho  Sugar  Co.  now,  and  it 
pays  its  dividends  right  along.  , 

Mr.  Sulzee.  In  other  words,  the  Utah  Sugar  Co.,  before  it  went 
into  the  Utah-Idaho  Sugar  Co.,  paid  dividends? 

Mr.  Smith.  Yes. 

Mr.  Sulzee.  So  it  was  a  profitable  business? 

Mr.  Smith.  Yes;  it  was  fairly  profitable. 

Mr.  Sulzee.  What  dividends  did  the  Utah  Sugar  Co.  pay  the  last 
year  before  the  consolidation  with  the  Utah-Idaho  Sugar  Co.  ? 
Mr.  Smith.  I  think  7  per  cent. 
Mr.  Sulzee.  And  the  year  before  that? 

Mr.  Smith.  It  has  always  been  7  per  cent  on  the  preferred  stock — 
that  is,  when  it  has  paid  dividends. 

Mr.  Sulzee.  And  since  the  organization  of  the  Utah-Idaho  Sugar 
Co.,  which  acquired  the  properties  and  rights  of  the  Utah  Sugar  Co., 
the  Utah-Idaho  Sugar  Co.  has  paid  dividends? 
Mr.  Smith.  Yes,  sir. 
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Mr.  SuLZEE.  Every  year  ? 

Mr.  Smith.  Yes   sir. 

Mr.  Stjlzee.  Seven  per  cent  ? 

Mr.  Smith.  Yes,  sir. 

Mr.  Stjlzek.  So  the  production  of  beet  sugar  in  Utah  and  Idaho 
is  a  good,  profitable  business  proposition? 

Mr.  Smith.  I  do  not  think  it  is  a  very  profitable  business  proposi- 
tion— 7  per  cent — when  you  consider  all  the  risks. 

Mr.  SuLZER.  If  you  do  not  consider  a  business  that  pays  7  per  cent 
dividends  profitable,  what  would  you  consider  profitable  ? 

Mr.  Smith.  Ten  per  cent,  I  should  think. 

Mr.  SuLZER.  Ten  per  cent? 

Mr.  Smith.  Yes,  sir. 

Mr.  SuLZEE.  The  capitalization  of  the  Utah-Idaho  Sugar  Co.  is 
$10,000,000  preferred  stock,  except  100  shares,  as  I  understand  it,  of 
common  stock  which  is  still  out  ? 

Mr.  Smith.  Yes,  sir. 

Mr.  SuLZEE.  That  stock  was  issued  for  what  ? 

Mr.  Smith.  Issued  for  what? 

Mr.  SuLZEE.  Yes  sir.  "What  was  the  $10,000,000  of  stock  issued 
for? 

Mr.  Smith.  Issued  for  means  to  build  the  factories. 

Mr.  SuLZER.  To  build  the  factories? 

Mr.  Smith.  Yes,  sir. 

Mr.  StnLZER.  Is  that  all? 

Mr.  Smith.  Well,  there  are  a  great  many  expenses  connected  with 
the  building  of  factories  besides  that. 

Mr.  SuLZEE.  Did  you  buy  any  land? 

Mr.  Smith.  Yes,  sir. 

Mr.  SuLZEE.  Sugar  land? 

Mr.  Smith.  Yes,  sir. 

Mr.  SuLZBE.  Do  you  know  how  many  acres  of  sugar  land  you 
bought? 

Mr.  Smith.  No,  sir. 

Mr.  Cutlee.  Thirty  thousand  acres. 

Mr.  SuLZER.  So  it  owns  about  30,000  acres  of  land.  Where  is  that 
land  located? 

Mr.  Smith.  It  is  distributed  part  in  Utah  and  part  in  Idaho. 

Mr.  SuLZEE.  What  is  that  land  worth,  approximately  ? 

Mr.  Smith.  I  can  not  tell  you. 

Mr.  StJiiZEE.  What  buildings  did  you  build  ? 

Mr.  Smith.  They  had  to  build  cottages  for  their  workmen. 

Mr.  SuiiZER.  Those  are  rented  ? 

Mr.  Smith.  Occupied  by  the  workmen ;  I  suppose  they  are  rented. 

Mr.  SunzEE.  Give  us  a  list  of  the  factories  you  built  out  of  the 
$10,000,000  of  preferred  stock. 

Mr.  Smith.  Well,  the  Utah  factory,  the  Garland  factory,  the  Idaho 
Falls  factory — I  will  have  to  refresh  my  memory  for  the  rest^a  very 
small  factory  at  Nampa;  that  is  idle,  because  they  failed  to  raise 
beets  there. 

Mr.  Stjlzee.  You  built  in  Utah  which  factory  first  ? 

Mr.  Smith.  The  Utah  factory. 

Mr.  SuLZEB.  Where  is  that  located  ? 

Mr.  Smith.  At  Lehi,  Utah. 
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Mr.  Sdlzee.  How  much  did  that  cost,  approximately? 

Mr.  CuTLEB.  $1,600,000  originally ;  and  it  has  been  increased  in  size 
to  $1,750,000,  which  is  the  way  it  stands  on  the  books. 

Mr.  St^lzee.  The  next  factory  you  built  was  located  where  ? 

Mr.  Smith.  At  Garland. 

Mr.  SuLZEE.  Approximately,  how  much  did  that  cost  ? 

Mr.  Smith.  Eeally,  I  can  not  tell  you.  Mr.  Cutler,  I  think,  has 
given  you  that  information. 

Mr.  Stjlzee.  What  I  was  trying  to  get  at  was  whether  or  not  all 
the  stock  was  issued  for  property? 

Mr.  Smith.  Yes,  sir. 

Mr.  SuLZER.  And  for  money? 

Mr.  Smith.  For  money. 

Mr.  SuLZEE.  And  the  stock  was  sold  at  par? 

Mr.  Smith.  Well,  all  the  Utah  Sugar  Co.  stock,  I  suppose,  was 
issued  at  par.     I  know  the  stock  I  bought  I  paid  par  for. 

Mr.  Young.  Allow  me  to  make  an  explanation  which  has  not  been 
developed  and  which  may  be  interesting.  There  was  a  company 
called  the  Utah  Sugar  Co.  which  acquired  the  stock  of  the  Bear 
River  Water  Co.,  and  under  the  laws  in  Utah,  which  are  unusually 
broad,  permitting  the  consolidation  of  corporations,  those  two  cor- 
porations were  consolidated  into  the  Utah  Sugar  Co. 

The  Chaieman.  Mr.  Cutler  went  all  over  that  very  fully. 

Mr.  Young.  I  did  not  know  that.  There  is  one  additional  point — 
it  was  done  under  the  warrant  of  tlie  laws  of  Utah  permitting  the 
consolidation  of  corporations  having  the  same  general  purposes  and 
conditions. 

Mr.  SuLZEE.  Before  the  American  Sugar  Refining  Co.  acquired 
its  holdings  in  the  Utah-Idaho  Co.  it  was  a  competitor  ? 

Mr.  Smith.  Not  in  Utah. 

Mr.  SuLZEE.  Did  it  not  sell  sugar  in  Utah  at  that  time? 

Mr.  Smith.  Not  that  I  know  of. 

Mr.  SuLZEE.  Can  you  tell  us  whether  the  price  of  the  sugar  prod- 
uct of  your  company  at  that  time,  say  about  1907,  was  more  or  less 
than  the  price  of  the  product  of  the  American  Sugar  Refining  Co. 
in  the  Missouri  Valley,  we  will  say  ? 

Mr.  Smith.  Permit  me  to  say  that  I  am  not  familiar  with  the  de- 
tails of  the  business  at  all.  That  is  a  matter  I  paid  no  attention  to 
whatever,  did  not  have  to,  and  therefore  I  am  not  prepared  to  an- 
swer those  questions. 

Mr.  SuuzBE.  Then,  as  a  matter  of  fact,  you  can  not  tell  us  whether 
the  acquisition  of  this  stock  by  the  American  Sugar  Refining  Co. 
was  or  was  not  in  restraint  of  trade  ? 

Mr.  Smith.  I  think  it  was  in  the  extension  of  trade.  It  gave  us 
the  means  of  building  half  a  dozen  factories  or  less  in  Utah  that  we 
never  could  have  built  without  it,  and  it  gave  that  much  more  op- 
portunity for  the  farmers  to  produce  beets  to  their  profit.  It  en- 
hanced the  value  of  farms  to  a  very  great  extent  in  Utah  and  in 
Idaho  and  it  has  been  one  of  the  greatest  -blessings  and  benefits  to 
both  the  State  of  Utah  and  the  State  of  Idaho. 

Mr.  StJLZER.  You  think  that  it  was  a  very  good  thing  ? 

Mr.  Smith.  I  do,  most  decidedly. 

Mr.  SuLZEE.  Did  it  have  a  tendency  to  increase  or  reduce  the  priee 
of  sugar  to  the  consumer  ? 
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Mr.  Smith.  I  do  not  think  it  had  any  tendency  to  increase  it. 

Mr.  SuLZEE.  You  think  that  it  kept  it  just  about  the  same? 

Mr.  Smith.  Yes,  sir;  I  think  so.  I  have  paid  $10  a  hundred  for 
sugar  in  Utah  before  there  were  any  factories  there  and  when  we 
had  to  freight  it  across  the  plains  with  ox  teams,  and  so  on,  and  it 
has  been  a  great  benefit  to  the  State  to  get  the  sugar  at  the  present 
price. 

Mr.  SuLZER.  That  was  on  account  of  the  cost  of  transportation 
many  years  ago? 

Mr.  Smith.  Sure. 

Mr.  SuT^zEE.  So  far  as  you  know,  this  consolidation  had  nothing 
to  do  with  the  increase  in  the  price  of  sugar  ? 

Mr.  Smith.  Nothing  whatever. 

Mr.  Stjlzee.  To  the  consumers  of  the  State  of  Utah  ? 

Mr.  Smith.  No ;  nothing  whatever. 

Mr.  SuLZEE.  Or  to  the  consumers  of  the  State  of  Idaho? 

Mr.  Smith.  Nothing  whatever. 

Mr.  StTLZBR.  And  the  consolidation,  in  your  opinion,  from  all  you 
know,  was  a  good  thing  for  the  people  of  that  section  of  the  country  ? 

Mr.  Smith.  I  think  so,  most  decidedly. 

Mr.  Hinds.  When  was  this  higher  price  of  sugar  in  Utah? 

Mr.  Smith.  Before  the  advent  of  the  railroads. 

Mr.  Hinds.  If  you  did  not  produce  sugar,  how  far  would  you 
have  to  go  for  it,  to  the  nearest  supply  point  ? 

Mr.  Smith.  The  nearest  supply  point  would  be  St.  Louis. 

Mr.  Hinds.  How  many  miles  away? 

Mr.  Smith.  Nearly  2,000  miles. 

Mr.  Hinds.  Two  thousand  miles  ? 

Mr.  Smith.  Nearly  2,000  miles;  not  quite. 

Mr.  Hinds.  Do  you  suppose  that  there  would  or  would  not  be  any 
danger  that  you  would  have  any  advantage  taken  of  you  beyond 
the  reasonable  market  price  in  the  railroad  transportation? 

Mr.  Smith.  Now  or  then  ? 

Mr.  Hinds.  I  mean  now;  whether  an  advantage  would  be  taken 
of  you  beyond  the  reasonable  market  price? 

Mr.  Smith.  No,  sir ;  I  do  not  think  so ;  it  was  entirely  the  advan- 
tage of  necessity. 

Mr.  Hinds.  For  transportation? 

Mr.  Smith.  Yes,  sir. 

Mr.  Hinds.  And  if  your  industry  in  Utah  were  wiped  out.  that 
advantage  would  necessarily  return? 

Mr.  Smith.  It  would  return,  I  have  no  doubt,  to  some  extent.  Of 
course  we  would  not  now  have  to  rely  upon  the  ox  trains  for  the 
transportation  of  materials  from  the  frontier  to  Utah;  it  would  be 
done  now  by  rail. 

Mr.  Hinds.  You  would  now  get  the  advantage  of  the  progress  of 
civilization  in  the  building  of  railroads? 

Mr.  Smith.  Yes,  sir. 

Mr.  Hinds.  Does  the  presence  of  the  sugar  industry  with  you  now 
obviate  any  of  that  disadvantage  of  distance  that  exists  at  the  pres- 
ent time? 

_  Mr.  Smith.  Well,  I  think  it  does ;  yes,  sir ;  I  think  it  does  mate- 
rially. 
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Mr.  Hinds.  You  spoke  of  10  per  cent  being  the  rate  that  an  indus- 
try ought  to  pay,  a  reasonable  rate.  If  a  farmer  wishes  to  borrow 
money  on  his  farm  in  Utah  how  much  interest  would  he  pay  ? 

Mr.  SaiiTH.  If  it  were  not  for  the  beet  industry  he  would  not  be 
able  to  pay  more  than  4  or  5  per  cent  on  the  products  of  his  farm. 

Mr.  Hinds.  When  a  farmer  wishes  to  mortgage  his  farm,  it  is  not 
a  question  of  what  he  is  able  to  pay  ? 

Mr.  Smith.  It  would  not  be  in  course  of  time,  because  the  mort- 
gage would  take  the  farm. 

Mr.  Hinds.  Is  it  not  a  fact  that  when  a  man  loans  money  on  a 
mortgage  he  takes  the  prevailing  rate  without  regard  to  the  ability  of 
the  farmer  to  pay? 

Mr.  Smith.  Of  course,  very  few  farmers  in  Utah  are  borrowing 
money  on  their  farms;  they  avoid  it.  If  they  borrow  money  at  all 
they  have  to  borrow  it  at  the  rates  the  banks  are  charging  for  money, 
and  the  prevailing  rate  is  about  7  per  cent  ? 

Mr.  Hinds.  That  is,  if  a  farmer  wishes  to  mortgage  his  farm  in 
Utah  he  would  have  to  pay  7  per  cent  ? 

Mr.  Smith.  Yes,  sir. 

Mr.  Hinds.  And  the  lender  with  7  per  cent  would  have  an  absolute 
security,  would  he  not? 

Mr.  Smith.  I  think  he  would. 

Mr.  Hinds.  There  would  be  no  possibility  of  his  losing? 

Mr.  Smith.  Oh,  no. 

Mr.  Hinds.  Perhaps  I  am  asking  you  concerning  a  state  of  society 
that  does  not  exist  with  you.  In  the  East,  if  a  farmer  wishes  to  bor- 
row money  he  goes  to  the  money  lender  and  the  money  lender  loans 
him  about  one-third  of  the  value  of  the  farm. 

Mr.  Smith.  Yes,  sir. 

Mr.  Hinds.  At  a  rate  of  interest  of  5  per  cent  or  6  per  cent,  and 
those  mortgages  are  considered  absolutely  good — there  is  considered 
to  be  no  possibility  of  loss — some  little  danger  of  difficulty  of  collec- 
tion, but  no  possibility  of  loss;  it  is  a  gilt-edged  security.  What  I 
am  trying  to  get  at  from  you  is  what  the  rate  of  interest  would  be  on 
such  gilt-edged  security,  based  on  real  property,  in  Utah? 

Mr.  Smith.  I  think  the  same  conditions,  pretty  nearly  the  same 
conditions,  exist  there  that  you  speak  of. 

Mr.  Hinds.  That  is,  a  7  per  cent  rate? 

Mr.  Smith.  Yes,  sir. 

Mr.  Hinds.  Is  money  fairly  easily  loaned  in  Utah  at  7  per  cent  on 
approved  security? 

Mr.  Smith.  Sometimes  the  banks  are  flush  and  sometimes  they  are 
hard  pushed  for  money. 

Mr.  Hinds.  But  I  am  supposing  that  they  are  flush.  Is  money 
readily  loanable  at  7  per  cent? 

Mr.  Smith.  I  think  so,  on  the  kind  of  security  tliat  you  have  men- 
tioned. 
Mr.  Hinds.  On  approved  gilt-edge  security? 
Mr.  Smith.  Yes,  sir. 

Mr.  Hinds.  In  this  enterprise  with  which  you  are  concerned — the 
Utah  Sugar  Co. — what  is  the  value  of  your  shares,  the  par  value  ? 
Mr.  Smith.  ^10. 

Mr  Hinds.  When  was  the  inception  of  this  industry? 
Mr.  Smith.  1890. 
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Mr.  HiNDSi  Suppose  you  had  put  in  $10  or  suppose  I  had  invested 
$10  in  a  share  of  stock  of  that  enterprise  in  1890,  how  much  par  value 
security  would  I  have  now  to  show  for  it? 

Mr.  Smith.  The  stock  to-day  is  selling  in  the  market  for  about 
$8.50. 

Mr.  Hinds.  No.  I  mean  would  I  still  have  the  same  certificate  of 
$10  that  I  got  in  1890? 

Mr.  Smith.  No;  not  in  1890,  because  as  the  companies  were  amal- 
gamated and  united  and  became  the  Utah-Idaho  Co.  the  stock  of  the 
original  companies  was  taken  in  and  new  stock  issued. 

Mr.  Hinds.  Share  for  share  and  dollar  for  dollar  ? 

Mr.  Smith.  Yes,  sir. 

Mr.  Hinds.  Par  value? 

Mr.  Smith.  Yes,  sir. 

Mr.  Hinds.  So,  through  all  the  mutations,  if  I  had  put  in  $10  in 
1890,  I  would  still  have  $10  now  ? 

Mr.  Smith.  Yes,  sir;  worth  $8.50  in  the  market. 

Mr.  Hinds.  How  much  yearly  dividends  would  I  have  secured 
on  that  share  for  the  10  years? 

Mr.  Smith.  With  the  exception  of  two  or  three  years  in  the  begin- 
ning, before  the  industry  began  to  pay  dividends,  it  has  paid  since 
then  7  per  cent. 

Mr.  Hinds.  That  is,  7  per  cent,  excepting  for  the  first  two  or  three 
or  three  or  four  years  ? 

Mr.  Smith.  Three  or  four  years. 

Mr.  Hinds.  So  that  enterprise  so  far  as  paid  you  about  the  same  as 
the  current  rate  of  money  on  approved  security  ? 

Mr.  Smith.  Yes,  sir. 

Mr.  Hinds.  Would  you  consider  the  shares  of  your  industry  ap- 
proved security  ? 

Mr.  Smith.  Well,  we  think  they  are  good. 

Mr.  Hinds.  If  you  were  the  guardian  of  an  orphan  or  the  trustee 
of  an  estate,  would  the  usage  of  your  country  permit  you  to  invest 
their  all  in  that? 

Mr.  Smith.  Well,  I  think,  so  far  as  the  rules  of  the  country  are 
concerned,  I  could,  but  I  would  not  do  it. 

Mr.  Hinds.  You  would  not  do  it  yourself? 

Mr.  Smith.  No,  sir. 

Mr.  Hinds.  In  other  words,  while  you  have  a  partiality  for  this 
investment,  being  your  own  company,  you  would  not  consider  it  a 
strictly  gilt-edged  security  from  an  investment  standpoint? 

Mr.  Smith.  No,  sir.  1  think  there  is  great  deal  of  risk,  a  great 
deal  of  expense  attending  the  production  of  beets  and  beet  sugar.  We 
have  sometimes  fruitful  years,  and  sometimes  we  )iave  barren  years. 

Mr.  Hinds.  This  is  an  enterprise  of  risk  ? 

Mr.  Smith.  Yes,  sir. 

Mr.  Hinds.  Have  there  been  failures  of  sugar  factories  in  your 
country  ? 

Mr.  Smith.  Yes,  sir. 

Mr.  Hinds.  Do  you  know  what  proportion  of  the  enterprises  have 
failed? 

Mr.  Smith.  I  know  one  that  has  failed;  that  has  been  an  entire 
failure. 
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Mr.  Hinds.  Are  you  familiar  witii  the  statistics  of  sugar  factories 
in  this  country  ? 

Mr.  Smith.  No,  sir;  I  am  not. 

Mr.  Hinds.  From  your  business  experience,  if  you  were  going  out 
to  raise  money  for  a  sugar  factory  by  inducing  people  to  subscribe 
for  stock,  how  much  dividends  would  they  expect  to  receive  to  induce 
them  to  subscribe  to  the  stock,  if  you  were  a  promoter — if  I  am  not 
impertinent  in  making  that  suggestion  ? 
Mr.  Smith.  I  never  was  a  promoter. 
Mr.  Hinds.  You  do  not  know? 
Mr.  Smith.  No,  sir. 

Mr.  Hinds.  I  have  seen  many  promoters  and  heard  their  orations 
sometimes,  and  100  per  cent  they  usually  promise.  Do  you  know  what 
was  promised  the  people  who  subscribed  to  the  sugar  factories  in 
Utah? 

Mr.  Smith.  Simply  an  industry  which  would  be  beneficial  to  the 
people;  that  is  all.    They  did  not  promise  any  dividends,  none  at  all. 
Mr.  Hinds.  Were  the  peculiarities  of  this  situation  such  as  to  en- 
able you  to  raise  the  money  ? 

Mr.  Smith.  We  succeeded  in  raising  it  through  the  help  of  the 
church,  as  1  have  explained  and  Mr.  Cutler  has  explained,  to  build 
one  factory. 

Mr.  Hinds.  Could  j'ou,  without  that  brotherhood  and  unity  of 
interest,  such  as  the  church  organization,  afford,  with  the  chance  of 
7  per  cent  for  17  years  out  of  20,  or  15  years  out  of  20 — is  that  in- 
ducement enough  to  cause  people  to  go  into  a  business  enterprise  in 
your  country  without  some  church  influence? 

Mr.  Smith.  I  think  so,  where  the  facilities  justify  and  the  people 
are  in  favor  of  a  sugar-beet  factory  and  desire  it. 

Mr.  Hinds.  You  mean  the  desirability  of  the  country  as  an  agri- 
cultural proposition  would  supplement  the  financial  reason  ? 
Mr.  Smith.  Yes.  sir. 

Mr.  Hinds.  I  infer  from  what  you  say  that  there  is  no  water  m 
the  stock  of  the  Utah  Sugar  Co.? 

Mr.  Smith.  I  suppose  not ;  I  do  not  realize  that  there  is.  It  pays 
its  dividends.  . 

Mr.  Hinds.  And  that  a  man  who  holds  a  $10  certificate  either  paid 
in  $10  at  some  prior  time  or  somebody  who  assigned  it  to  him  did  ? 
Mr.  Smith.  Yes.  sir. 
Mr.  Hinds.  I  think  that  is  all. 

Mr.  Smith.  Maj.  Young  informs  me,  and  that  brings  it  to  my 
recollection,  that  at  the  time  the  eastern  people  obtained  an  interest 
in  the  Utah  Sugar  Co.  our  stock  was  worth  more  than  par,  and  they 
paid  us  more  than  par  for  our  stock. 

Mr.  Hinds.  I  would  like  to  ask  the  witness  a  few  more  questions, 
if  you  will  excuse  me,  Mr.  Chairman. 

The  Chairman.  Certainly.  ^      .  ^,     u     •  ^i,  + 

Mr  Hinds  Do  you  think,  from  the  prospects  of  the  business,  that 
vou  will  be  able  to  pay  more  than  7  per  cent  in  the  years  to  come? 

Mr   Smith.  Well,  it  will  depend  entirely  upon  the  fruitfulness  of 
the  seasons  and  the  success  of  raising  the  beets. 
Mr.  Young.  And  the  tarm? 
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Mr.  Hinds.  I  did  not  think  of  the  tariff  when  I  spoke.  Is  the  dis- 
tance such  that  you  could  compete  with  sugar  from  Europe  and 
Asia? 

Mr.  Smith.  I  do  not  think  that  we  could  make  a  very  great  suc- 
cess at  it  even  from  the  Sandwich  Islands  if  we  were  left  alone — 
the  industry  was  left  to  stand  on  its  own  merits.  It  would  be  very 
hard  pulling. 

Mr.  Hinds.  What  kind  of  labor  is  employed  in  your  fields  ? 

Mr.  Smith.  The  people  who  own  their  own  farms  are  the  workers 
principally. 

Mr.  Hinds.  They  are? 

Mr.  Smith.  Yes,  sir.  The  lands  that  have  been  purchased  by  the 
sugar  companies  are  cultivated  by  hired  help. 

Mr.  Hinds.  Hired  help  ? 

Mr.  Smith.  Yes,  sir. 

Mr.  Hinds.  And  they  are  white? 

Mr.  Smith.  Yes,  sir ;  or  Japanese  help. 

Mr.  Hinds.  What  proportion  of  j^our  land  is  what  is  called  syndi- 
cate land  and  what  proportion  is  owned  by  the  farmers? 

Mr.  Smith.  It  has  been  stated  by  Mr.  Cutler,  just  exactly.  The 
sugar  company  owns  about  30,000  acres  of  land  distributed  among 
or  around  all  the  factories.     The  rest  of  it  is  all  owned  by  the  people. 

Mr.  Hinds.  How  much  would  that  be? 

Mr.  Smith.  I  do  not  know. 

Mr.  CuTUER.  We  own  and  cultivate  10  per  cent  of  the  beets. 

Mr.  Hinds.  In  Utah? 

Mr.  CuTLEE.  Yes,  sir. 

Mr.  Hinds.  The  proportion  between  the  syndicate  lands  owned 
by  the  factories  and  the  lands  owned  by  the  farmers  would  be  what? 

Mr.  Cutler.  Ninety  per  cent  farmers. 

Mr.  Smith.  Mr.  Young  informs  me  that  not  all  of  this  land  is 
cultivated.  It  could  not  be.  Of  course,  the  mills  stand  on  land 
owned  by  the  company  and  also  the  cottages  for  the  employees  and 
all  the  implement  stations,  and  all  that  sort  of  thing  occupy  land. 

Mr.  HiNES.  How  many  acres  does  the  ordinary  farmer  in  Utah 
devote  to  beets? 

Mr.  Smith.  From  40  to  60  acres. 

Mr.  Hinds.  The  ordinary  farmer? 

Mr.  Smith.  From  20  to  40  acres. 

Mr.  Hinds.  Would  that  be  the  average,  you  think? 

Mr.  Smith.  No;  I  do  not  think  the  average  would  be  much  over 
30  acres — that  is  a  guess. 

Mr.  Hinds.  How  does  he  cultivate  the  beets  on  the  30  acres,  what 
kind  of  labor? 

Mr.  Smith.  His  own  family  and  children. 

Mr.  Hinds.  His  own  family  and  children? 

Mr.  Smith.  Yes,  sir;  and  such  hired  help  as  he  may  employ. 

Mr.  Hinds.  What  would  the  hired  help  be? 

Mr.  Smith.  Probably  be  a  teamster  and  some  man  to  plow. 

Mr.  Hinds.  Japanese  or  Hindu? 

Mr.  Smith.  No,  sir.    The  people  there  do  not  employ  those  people. 

Mr.  Hinds.  The  farmers  of  Utah  do  not  employ  Japanese? 

Mr.  Smith.  No,  sir. 

Mr.  Hinds.  But  the  Japanese  or  Hindus  are  employed  on  the 
syndicate  lands? 
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Mr.  Smith.  Yes,  sir. 

TT?^""".  H^NDS.  That  would  be  about  10  per  cent  of  the  beet  lands  of 
Utah  5 

Mr.  Smith.  Perhaps;  I  do  not  know.  That  is  Mr.  Cutler's  state- 
ment. 

Mr.  Hinds.  I  think  that  is  all. 

Mr.  Gaeeeit.  Can  you  state,  Mr.  Smith,  approximately  how  many 
acres  of  land  there  are  in  Utah  cultivated  in  beets  ? 

Mr.  Smith.  No,  sir;  I  can  not. 

Mr.  Gareett.  Can  you,  Mr.  Cutler? 

Mr.  Cutler.  About  30,000  acres  in  Utah  alone. 

Mr.  Gareett.  And  in  Idaho  ? 

Mr.  CuTLEE.  About  20,000  acres. 

Mr.  Garrett.  You  spoke  of  one  of  the  factories  being  a  failure, 
which  one  was  that? 

Mr.  Smith.  Nampa,  Idaho. 

Mr.  Garrett.  What  was  the  cause? 

Mr.  Smith.  The  failure  to  raise  beets. 

Mr.  Garrett.  On  account  of  the  soil  conditions? 

Mr.  Smith.  The  conditions  proved  to  be  unfavorable  for  the  cul- 
ture of  beets. 

Mr.  Garrett.  Do  you  remember  in  what  year  the  first  7  per  cent 
dividend  was  paid  by  the  Utah  Sugar  Co.  ? 

Mr.  Smith.  I  really  can  not  tell  you. 

Mr.  Garett.  You  say  it  was  four  or  five  years  after  the  establish- 
ment of  the  company? 

Mr.  Smith.  Yes,  sir. 

Mr.  Garrett.  That  was  in  1890  ? 

Mr.  Smith.  I  think  so. 

Mr.  Garrett.  And  in  1894  or  1895  ? 

Mr.  Smith.  I  would  have  to  refresh  my  memory. 

Mr.  Garrett.  I  understand  that  you  paid  no  dividends  from  1890 
to  1903? 

Mr.  Smith.  None  whatever. 

Mr.  Garrett.  For  13  years? 

Mr.  Smith.  No. 

Mr.  Cutler.  We  paid  6  per  cent  up  to  that  time. 

Mr.  Gareett.  You  paid  6  per  cent  in  1894  or  1895  and  you  paid 
that  up  until  1903  when  you  began  to  pay  7  per  cent,  and  you  have 
since  paid  that? 

Mr.  Smith.  I  presume  so ;  I  can  not  tell  you  from  memorj^ 

Mr.  Gaerett.  That  is  your  best  recollection  ? 

Mr.  Smith.  That  would  be  my  recollection. 

Mr.  Garrett.  Now,  in  answer  to  a  question  by  my  colleague,  Mr. 
Hinds,  you  spoke  of  St.  Louis  as  being  the  nearest  market.  You  did 
not  mean  your  nearest  market  now  ? 

Mr.  Smith.  Oh,  that  was  before  the  advent  of  the  railroads. 

Mr.  Gareett.  Your  nearest  market  now  for  sugar  would  be  San 
Francisco,  where  you  could  purchase  sugar? 

Mr.  Smith.  Yes,  sir. 

Mr.  Garrett.  I  understood  you  to  say  that  you  think  that  having 
the  business  in  Utah  is  a  protection  to  the  Utah  people  in  regard  to 
the  price? 

Mr.  Smith.  Yes,  sir. 
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Mr.  Gaeeett.  Mr.  Cutler  has  testified  and  it  seems  to  be  the  policy 
o  fthe  beet-sugar  growers — not  only  the  companies  in  which  you  are 
interested,  but  the  Oxnard  companies,  the  Spreckels  companies,  and 
all  the  companies  and  the  refiners  as  well — that  the  people  in  the 
locality  where  the  sugar  is  manufactured  are  not  given  the  benefit  of 
the  freight  rate.  In  other  words,  it  is  sold  in  Utah  for  the  San  Fran- 
cisco price,  plus  the  freight  rate  from  San  Francisco  to  Utah.  That 
being  the  case,  how  is  it  any  protection  to  the  people  of  Utah  to  have 
the  industi-y  there  ?  I  mean,  looking  at  it  from  the  consumer's  stand- 
point, not  the  producer's  standpoint. 

Mr.  Smith.  From  the  practical  ^dewpoint  it  appeals  to  me  this 
way :  If  it  were  not  for  the  production  of  sugar  in  Utah  we  would 
be  at  the  mercy  of  the  railroads,  and  we  would  have  to  pay  more  than 
we  do  now.  The  fact  that  we  produce  sugar  in  Utah  and  Idaho  com- 
pels the  railroads,  of  course,  to 

Mr.  Garrett  (interposing).  Has  an  effect  upon  the  freight  rate? 

Mr.  Smith.  Yes,  sir.  It  stands  to  reason  to  me  that  if  we  did  not 
produce  our  sugar  there  we  would  have  to  pay  increased  rates  on  the 
railroads. 

Mr.  Garrett.  Well,  you  do  not  ship  any  sugars  west,  do  you  ? 

Mr.  Smith.  I  am  not  prepared  to  say  where  we  ship  sugar;  I  do 
not  have  anything  to  do  m  ith  it. 

Mr.  Garrett.  You  do  not? 

Mr.  Cutler.  We  do  not  ship  any  west. 

Mr.  Gaeeett.  That  is  due  to  the  fact  that  the  westbound  rates  are 
against  you? 

Mr.  Cutler.  We  do  not  ship  any  west,  except  a  very  small  amount 
which  is  shipped  to  the  coast. 

Mr.  Gaeeett.  The  reason  for  that,  as  I  understand,  is  that  the 
western-bound  rates  are  against  you  ? 

Mr.  CuTLEE.  Yes,  sir;  that  is  the  reason. 

Mr.  Young.  If  we  did  not  produce  sugar  in  Utah,  what  would 
there  be  to  prevent  the  producers  of  sugar  in  California  from  charg- 
ing us  in  Utah  a  higher  price ;  that  is,  the  California  price  plus  the 
freight  from  any  other  market  than  California  ? 

Mr.  Garrett.  They  do  not  produce  any  sugar  in  Missouri,  do  they  ? 

Mr.  Young.  No,  sir. 

Mr.  Garrett.  And  you  sell  your  sugar  in  Missouri  cheaper  than  in 
Utah? 

Mr.  Young.  Why  would  not  the  California  producers  add  the 
freight  rate  to  the  Missouri  River  and  charge  us  $1.10  a  hundred  ? 
We  would  be  entirely  at  their  mercy. 

Mr.  Garrett.  I  would  answer,  for  the  same  reason  that  you  all  do 
not  now  add  the  freight  and  sell  in  Missouri  cheaper  than  in  Utah, 
and  they  from  California  sell  in  Missouri  cheaper  than  in  Utah. 

Mr.  Smith.  The  people  are  not  complaining  because  they  get  the 
sugar  cheaper,  and  we  feel  pretty  secure  because  we  can  produce  it  at 
home. 

Mr.  Gaeeett.  There  are  just  one  or  two  other  questions.  At  the 
time  that  the  Havemeyer  interest,  or  the  American  Sugar  Refining 
Co.  began  to  take  an  interest  in  the  factories,  began  negotiations  for 
the  purchase,  had  you  heard  of  any  movement  about  that  time  of 
other  parties  to  construct  factories  there,  other  than  the  companies 
in  which  you  were  then  interested? 
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Mr.  Smith.  No,  sir. 

Mr.  Gaeeett.  You  had  heard  of  no  movement  of  that  kind  ? 

Mr.  Sjiitpi.  Xo,  sir. 

Mr.  Garrett.  Has  the  Mormon  Church  any  interest  in  the  Ameri- 
can Sugar  Eefining  Co.? 

Mr.  Smith.  Not  one  dollar;  only  the  interest  we  have  in  the  fac- 
tories, that  is  all. 

Mr.  Garrett.  I  mean  in  the  American  Sugar  Eefining  Co.  as  a 
corporation  ? 

Mr.  SaiiTH.  No,  sir ;  not  a  dollar. 

Mr.  Garrett.  The  American  Sugar  Eefining  Co.  is  interested  in 
yours — the  way  you  put  it  up  there? 

Mr.  Smith.  Yes,  sir. 

Mr.  Garrei-t.  May  I  inquire  if  any  of  the  officials  of  the  church  are 
personally  interested  in  the  American  Sugar  Eefining  Co. — hold  any 
stock,  to  your  knowledge? 

Mr.  Smith.  Not  that  I  know  of. 

Mr.  Garrei-t.  You  are  not  interested? 

Mr.  Smith.  No,  sir;  not  a  dollar. 

Mr.  Garrett.  Did  the  church  make  anj^  loans  to  Mr.  Eccles  at  the 
time  he  was  establishing  his  first  plant  up  there? 

Mr.  Sjiith.  No,  sir.  We  borrowed  money  from  Mr.  Eccles,  but  we 
never  loaned  him  any. 

Mr.  Garrett.  When  he  established  his  factory  there,  was  a  loan 
made  to  him? 

Mr.  Smith.  Not  from  the  church. 

Mr.  Garrett.  There  was  a  loan  made  to  him  by  the  syndicate.  Mr. 
Eccles  appealed  to  the  church  and  he  was  helped,  was  he  not  ? 

Mr.  Smith.  Not  that  I  know  of. 

Mr.  Garrett.  You  do  not  know  how  that  was? 

Mr.  Smith.  No,  sir ;  I  never  heard  of  it. 

Mr.  Garrett.  You  do  not  know  anything  about  that  loan  made  to 
him  at  all? 

Mr.  Smith.  No,  sir. 

Mr.  Garrett.  You  do  not  know  personally  about  that? 

Mr.  Smith.  No,  sir. 

Mr.  Garreti'.  Mr.  Cutler  said  it  was  made  by  a  syndicate — "  Some 
of  us  subscribed ;  I  was  not  amongst  the  number  that  paid  anything." 
What  did  he  mean  by  the  expression,  "  Some  of  us  subscribed  "  ? 

Mr.  Cutler.  Some  of  my  associates  in  the  Utah  Sugar  Co. 

Mr.  Garrett.  Well,  was  it  not  the  policy  of  the  church  and  is  it 
not  the  policy  of  the  church  to  send  its  missionaries  out  to  encourage 

sugar  growing?  .         „   ,     , 

Mr.  Smith.  No,  sir ;  I  think  it  is  the  policy  of  the  beet-sugar  com- 

Mr.  Garrett.  In  the  beginning  was  it  the  policy  of  the  church  to 
aid  in  that  way? 

Mr.  Smith.  Not  that  I  know  of. 

Mr!  Garrett.  If  that  occurred,  you  do  not  know  anything  about  it  ? 

Mr  Smith.  No,  sir.  Permit  me  to  say  this:  When  we  started  to 
build  the  Utah  factory,  I  myself  traveled  among  our  people  there 
trvino-  to  o-et  them  to  subscribe  their  money  to  the  building  of  that 
factory  and  I  worked  at  it  for  weeks,  and  T  guess  for  months,  getting 
subscriptions  from  our  people  to  help  form  that  company,  but  it  was 
very  hard  pulling. 
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Mr.  Gakreti.  Now,  the  church  did  send  Mr.  Cutler  up  to  assist 
Mr.  Eccles  at  one  time? 

Mr.  Smith.  No,  sir;  not  that  I  know  of. 

Mr.  Garrett.  The  church  had  nothing  to  do  with  that  ? 

Mr.  Smith.  No,  sir. 

Mr.  Garrett.  That  is  all,  Mr.  Chairman. 

Mr.  Raker.  I  have  a  few  questions  which  I  would  like  to  ask. 
What  was  the  year  that  the  first  dealing  commenced  with  the  Ameri- 
can Sugar  Refining  Co.  ?  ,  ■  ,    • 

Mr.  Smith.  My  memory  has  been  refreshed  here.  I  think  it  was 
about  1901  or  1902;  I  do  not  remember  exactly. 

Mr.  Raker.  I  want  to  fix  those  dates  in  your  mind;  that  is  all. 
Can  you  remember  the  time  of  the  year  that  the  first  negotiations 
commenced  ? 

Mr.  Smith.  No,  sir. 

Mr.  Raker.  You  remember  the  beginning,  the  first  time  anybody 
talked  to  you  about  it? 

Mr.  Smith.  I  can  not  remember  what  the  time  was  at  all. 

Mr.  Raker.  Do  you  remember  who  it  was  ? 

Mr.  Smith.  Yes,  sir.  ' 

Mr.  Raker.  Who  was  it? 

Mr.  Smith.  Mr.  Cutler. 

Mr.  Raker.  Was  that  a  private  conversation  between  the  two  of 
you? 

Mr.  Smith.  No,  sir. 

Mr.  Raker.  Where  Avas  this  conversation  had? 

Mr.  Smith.  I  think  likely  in  the  meeting  of  the  board  of  directors 
of  the  company. 

Mr.  Raker.  The  meeting  of  the  board  of  directors  of  the  company  ? 

Mr.  Smith.  Of  the  Utah  Sugar  Co. 

Mr.  Raker.  The  Utah  Sugar  Co.  ? 

Mr.  Smith.  Yes,  sir. 

Mr.  Raker.  What  did  he  say_  in  regard  to  this  matter  ? 

Mr.  Smith.  I  can  not  recall  just  what  he  said. 

Mr.  Raker.  Give  it  in  substance? 

Mr.  Smith.  The  substance  was  that  there  would  possibly  be  an 
opening  or  opportunity  to  obtain  money  from  eastern  people  to  help 
us  build  more  factories,  or  another  factory,  something  to  that  effect. 

Mr.  Raker.  Did  he  say  anything  further  than  that? 

Mr.  Smith.  I  do  not  recall  anything  about  the  conversation. 

Mr.  Raker.  Do  you  recall  who  else  was  present  and  took  part  in 
that  conversation? 

Mr.  Smith.  I  do  not  remember  who  were  the  directors  at  that  time. 

Mr.  Raker.  After  thinking  about  it,  can  you  fix  in  your  mind  any 
of  the  other  gentlemen's  names? 

Mr.  Smith.  I  do  not  recall  anyone,  more  than  I  think  likely  the 
board  of  directors  were  all  present,  but  who  they  were  at  that  time- 
there  have  been  some  changes — I  can  not  tell  you. 

Mr.  Raker.  Who  suggested  the  idea  that  Mr.  Cutler  should  go  to 
New  York?  ^ 

Mr.  Smith.  The  board. 

Mr.  Raker.  The  board  of  directors? 

Mr.  Smith.  Yes,  sir. 

Mr.  Raker.  For  what  purpose? 
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Mr.  Smith.  To  negotiate  for  capital,  I  think,  to  build  factoi'ies. 

Mr.  Raker.  That  was  all  discussed  by  the  board  ? 

Mr.  Smith.  I  think  so. 

Mr.  Rakek.  Then,  when  he  returned  to  Utah,  who  did  he  take  it 
up  with? 

Mr.  Smith.  The  board  and  with  the  stockholders. 

Mr.  Raker.  You  entered  into  this  discussion  personally? 

Mr.  Smith.  Yes,  sir. 

Mr.  Raker.  You  participated  in  the  affairs  of  the  then  Utah 
Sugar  Co.? 

Mr.  Smith.  Yes,  sir. 

Mr.  Raker.  And  were  quite  familiar  with  the  then  conditions? 

Mr.  Young.  Mr.  Smith  was  then  the  president. 

Mr.  Raker.  You  were  a  member  of  the  board  and  one  of  the  of- 
ficers ? 

Mr.  Smith.  Yes,  sir. 

Mr.  Raker.  What  I  am  trying  to  get  in  the  record  is  that  I  have 
understood  it  was  intimated  that  you  were  one  of  the  active  spirits  in 
this  corporation — one  of  the  leading  men. 

Mr.  Smith.  Well,  I  do  not  know. 

Mr.  Raker-  You  were  a  robust  and  healthy  man  and  could  go  out 
among  the  people  and  find  out  the  financial  conditions. 

Mr.  Smith.  No,  sir;  I  did  not  do  that;  that  was  not  my  business 
at  all ;  that  was  the  business  of  Mr.  Cutler  and  others. 

Mr.  Rakeb.  You  understood  the  money  markets  at  that  time  pretty 
well,  did  you  not  ? 

Mr.  Smith.  Yes. 

Mr.  Raker.  Where  were  they  ? 

Mr.  Smith.  You  could  not  get  money ;  that  is  all  there  was  to  it. 

Mr.  Raker.  What  was  the  matter  ? 

Mr.  Smith.  People  were  poor;  they  did  not  have  the  money  to 
subscribe  for  that  sort  of  thing. 

Mr.  Raker.  Was  there  anything  particular  at  that  time,  1901-2, 
in  relation  to  the  money  markets  of  Utah  that  made  it  any  different 
than  it  had  been  a  few  years  before  ? 

Mr.  Smith.  No  ;  I  do  not  think  there  was. 

Mr.  Rakee.  They  were  moving  along  in  about  the  same  way  ? 

Mr.  Smith.  Yes. 

Mr.  Raker.  People  were  improving  their  property  and  Utah,  in  itg 
various  industrial  developments,  was  increasing  like  the  rest  of  the 
United  States? 

Mr.  Smith.  Yes. 

Mr.  Raker.  And  you  found  no  particular  depression  at  that  time  ? 

Mr.  Smith.  I  do  not  know  that  there  was,  but  there  was  a  lack  of 
confidence,  largely  on  the  part  of  many  people  in  putting  their  money 
into  industries  of  that  kind  for  fear  of  failure. 

Mr.  Rakee.  You  find  that  in  a  great  many  new  enterprises  ? 

Mr.  Smith.  Sure. 

Mr.  Rakee.  People  are  sort  of  timid,  are  they  not  ? 

Mr.  Smith.  Yes,  sir ;  I  think  so. 

Mr.  Rakee.  Those  banks  that  were  then  in  Utah — in  Ogden  and 
Salt  Lake — had  surplus  money,  had  they  not? 
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Mr.  Smith.  Not  very  much,  I  think,  to  engage  in  anything  of  that 
kind.    The  banks  have  never  taken  any  interest  in  these  factories. 

Mr.  Rakee.  I  believe  you  do  not  quite  understand  me,  Mr.  Smith. 
All  I  want  to  know  is  if  you  investigated  the  money  market  at  that 
time,  or  had  Mr.  Cutler  investigate  it,  in  1901-2,  to  determine  whether 
or  not  there  was  any  surplus  money  in  the  banks  in  the  State  of  Utah, 
in  Ogden  and  Salt  Lake  and  other  cities  ? 

Mr.  Smith.  I  think  it  is  pretty  generally  clearly  understood  that 
it  was  practically  impossible  to  raise  the  money  in  Utah  to  the  ex- 
tent that  the  business — that  sugar  business — required. 

Mr.  Rakee.  Still  you  do  not  get  my  point.  You  do  not  under- 
stand what  I  am  asking  you  at  all.  Not  that  the  people  would  not 
invest,  but  was  the  money  there  that  could  have  been  had  for  other 
investments  if  the  men  were  satisfied  that  the  investments  would  be 
profitable  ? 

Mr.  Smith.  I  presume  there  might  have  been  some  money ;  yes. 

Mr.  Raker.  There  was  no  depression  on  ? 

Mr.  Smith.  Not  particularly  that  I  know  of. 

Mr.  Rakee.  The  church  at  this  time  had  money  on  hand  ? 

Mr.  Smith.  No,  sir. 

Mr.  Rakee.  What  was  the  surplus  at  that  time  in  the  church's 
treasury,  do  you  know  ? 

Mr.  Smith.  The  church  never  has  any  surplus.  The  church  has 
had  very  often  to  strain  its  credit  to  get  money,  and  the  very  fact 
that  the  church  raised  money  to  help  the  first  organization  there  was 
that  we  went  to  the  banks  and  borrowed  all  the  money  we  could  get 
from  the  banks  that  our  credit  would  permit. 

Mr.  Raker.  The  church  itself? 

Mr.  Smith.  The  authorities  of  the  church. 

Mr.  Rakee.  I  mean  the  authorities  of  the  church,  as  an  organi- 
zation. 

Mr.  Smith.  The  presiding  authorities  of  the  church  did  it. 

Mr.  Rakee.  And  gave  their  notes  to  the  banks? 

Mr.  Smith.  And  gave  their  notes  to  the  banks. 

Mr.  Rakee.  As  a  church? 

Mr.  Smith.  As  trustee  in  trust.  At  the  time  this  improvement 
was  being  made  the  church  itself  owed  an  indebtedness  of  over 
$1,000,000. 

Mr.  Young.  Represented  by  bonds. 

Mr.  Raker.  As  the  money  came  in  from  tithings  and  other  matters, 
ft  was  turned  over  immediately  to  liquidate  this  bonded  indebtedness 
and  the  private  indebtedness  of  the  church  ? 

Mr.  Smith.  Sure. 

Mr.  Rakee.  Was  not  the  church  in  this  year — 1901-2 — in  just  about 
as  good  condition  financially  as  it  had  been  for  the  last  15  years  ? 

Mr.  Raker.  What  had  strained  its  financial  condition? 

Mr.  Smith.  The  peculiar  conditions  that  existed  in  Utah  at  that 
time.  Utah  was  under  United  States  martial  law  at  that  time,  and 
prosecutions  were  being  puraued  against  nearly  everybody  in  the 
country  there,  and  it  caused  that  depression. 

Mr.  Raker.  Of  course  I  did  not  mean  to  start  on  this  line  of  ex- 
amination to  go  into  that.  That  is  not  my  purpose,  Mr.  Smith;  but 
I  wanted  to  get  from  you  a  statement  of  why  you  went  to  Mr.  Have- 
meyer  to  get  this  assistance  when  you  people,  working  in  a  commu- 
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nity  interest  and  the  farmers  supplying  the  labor  and  the  beets  for 
your  factory 

Mr.  Smith  (interrupting) .  Because  we  could  not  raise  the  money, 
absolutely  could  not  raise  the  money,  even  with  the  credit  of  the 
church.  At  that  time  we  owed  over  a  million  dollars,  and  our  credit 
was  strained  to  raise  money,  and  we  raised  all  we  could,  but  that  is 
previous  to  the  time  you  are  speaking  of  that  we  raised  that  money 
that  we  were  in  that  condition.  Up  to  the  time  of  this  date  we  were 
still  in  that  condition,  and  about  that  time  we  issued  a  million  dollars 
of  bonds. 

Mr.  Rakee.  Church  bonds? 

Mr.  Smith.  Yes;  and  paid  our  notes,  and  all  that  were  drawing  8 
or  10  per  cent  with  these  6  per  cent  bonds,  and  since  then,  of  course, 
our  bonds  have  been  paid  up  and  the  church  is  in  better  condition. 

Mr.  Raker.  Then  the  factories  that  were  in  existence  and  running 
at  the  time  of  the  Havemeyer  advent  were  moving  along  pros- 
perously ? 

Mr.  Smith.  There  was  only  one  factory  then  moving  at  all. 

Mr.  Rakee.  It  was  moving  in  fair  shape,  was  it  ? 

Mr.  Smith.  Yes ;  doing  pretty  well,  but  strained  for  money. 

Mr.  Rakee.  Is  it  not  a  fact  that  all  business  in  the  West  for  the 
last  25  years,  you  might  say,  practically  all  the  time,  has  been 
strained  for  money,  though  it  kept  advancing  a  little  all  the  time 
and  advancing  though  wanting  money  all  the  time  ?  Is  not  that  the 
real  condition? 

Mr.  Smith.  That  is  correct ;  yes,  sir. 

Mr.  Rakee.  Trying  to  prosper  and 

Mr.  Smith  (interrupting).  Let  me  say  that  this  factory  had  is- 
sued— how  many  bonds? 

Mr.  CtJTLEE.  $400,000  of  bonds. 

Mr.  Smith.  $400,000  of  bonds  were  issued  under  that  bonded  in- 
debtedness at  that  time,  and  it  is  still  paying  those  bonds. 

Mr.  YctnsTG.  About  a  million  dollars  now  of  bonded  indebtedness. 

Mr.  Smith.  Yes. 

Mr.  Rakee.  Of  the  company? 

Mr.  Young.  Yes. 

Mr.  Rakee.  "Why  have  not  you  folks  bought  Havemeyer  out  ? 

Mr.  Smith.  We  have  not  got  the  money.  We  would  be  glad  to  do 
it  if  we  had  the  money. 

Mr.  Rakee.  Does  he  send  a  man  out  there  to  look  into  the  business 
for  the  American  Sugar  Refining  Co.  ? 

Mr.  Smith.  I  understand  that  he  sends  out  a  technical  man  that 
examines  the  factories  and  tests  the  quality  of  the  beets  and  so  on 
and  so  forth,  and  sees  that  the  business  is  kept  in  good  shape. 

Mr.  Rakee.  Who  is  that— Dr.  Tooker? 

Mr.  Smith.  I  think  so. 

Mr.  Rakee.  He  is  the  American  Sugar  Refining  Co.'s  agent,  a, 
scientific  man  who  goes  into  the  chemical  features  of  it?  That  is 
right,  is  it  not? 

Mr.  Smith.  Yes. 

Mr.  Rakee.  He  also  goes  over  the  factories  in  Utah  in  which  Have- 
meyer is  interested? 

Mr.  Smith.  Yes. 

Mr.  Rakee.  Also  the  American  Sugar  Refining  Co.  ?  That  is  right, 
is  it  not? 
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Mr.  Smith.  The  Utah-Idaho  Sugar  Co.  is  not  a  refining  company 
at  all. 
Mr.  Raker.  It  refines  its  own  sugar? 
Mr.  Smith.  Yes. 

Mr.  Raker.  Produces  it  and  refines  it  right  there? 
Mr.  Smith.  Yes;  it  produces  it  and  refines  it  right  there. 
Mr.  Raker.  They  make  it  right  there  ? 
Mr.  Smith.  Yes. 

Mr.  Raker.  I  understand  that.     You  folks  have  not  been  at  outs 
with  the  American  Sugar  Refining  Co.,  have  you? 
Mr.  Smith.  Not  at  all. 

Mr.  Raker.  You  are  working  in  accord  with  them  and  in  har- 
mony? 

Mr.  Smith.  I  think  it  has  been  the  other  way,  that  they  have 
worked  in  accord  with  us.  They  have  left  us  pretty  much  to- our- 
selves. 

Mr.  Raker.  In  other  words,  the  business  has  been  so  run  that  it 
has  been  satisfactory  to  the  American  Sugar  Refining  Co.? 
Mr.  Smith.  So  far  as  I  know. 

Mr.  Raker.  And  so  far  as  you  know,  the  way  the  business  has  been 
run  by  these  companies  in  Utah  has  been  satisfactory  to  them  ? 
Mr.  Smith.  Yes,  sir ;  so  far  as  I  know. 
Mr.  Raker.  You  try  to  keep  in  touch  with  each  other  ? 
Mr.  Smith.  I  never  have  heard  of  any  clashes. 
Mr.  Raker.  You  have  correspondence  back  and  forth  ? 
Mr.  Smith.  You  will  have  to  ask  Mr.  Cutler  about  that;  I  do 
not  know. 

Mr.  Raker.  But  you  see,  Mr.  Smith,  my  idea  is  that  I  always  like 
to  go  to  the  man  who  directs  the  business  and  not  the  man  who  simply 
follows  what  the  boss  tells  him;  and  you,  being  the  director  of  the 
company,  it  always  seems  to  me  the  head  of  the  company  directs 
what  the  secretary  shall  do.  Do  you  not  direct  him  to  correspond 
with  these  institutions  in  which  you  are  interested  ? 
Mr.  Smith.  No,  sir;  I  do  not. 

Mr.  Rakeb.  Does  he  just  carry  it  on  on  his  own  responsibility? 
Mr.  Smith.  No,  sir;  he  does  it  under  instructions  from  the  board 
of  directors. 
Mr.  Raker.  You  are  president? 

Mr.  Smith.  Sure;  but  I  am  only  one.  I  am  only  one  stockholder 
among  the  board.  I  have  no  more  voice  than  any  other  member  of 
the  board;  not  one  particle.  I  never  have  had  any  correspondence 
with  Mr.  Havemeyer  in  my  life,  except  the  one  letter  that  I  received 
from  him,  it  appears,  which  I  do  not  remember  anything  about  at 
all.    It  was  turned  over  to  the  business  manager. 

Mr.  Raker.  What  I  have  figured  on  is  that  not  directly  you,  as  an 
individual,  dominated  the  board,  but  the  board  runs  these  factory 
interests  and  properties  ? 
Mr.  Smitpi.  Yes. 

Mr.  Rakee.  And  directs  the  oificers  and  subordinates  what  to  do? 
Mr.  Smith.  Yes. 

Mr.  Raker.  Now,  as  president,  you  check  up  the  business  of  the 
company,  do  you  not,  a  good  deal  ? 
Mr.  Smith.  No ;  I  have  not  time  to  do  very  much  at  it. 
Mr.  Rakee.  Don't  you  direct  its  policy  also? ' 
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Mr.  Smith.  In  harmony  with  the  directors ;  yes. 

Mr.  Eaker.  And  also  in  harmony  with  the  American  Sugar  Re- 
fining Co.  interest?    Is  that  right? 

Mr.  Smith.  No  ;  I  do  not  know  that  we  have  ever  consulted  them 
about  that. 

Mr.  E.AKEE.  You  do  not  sell  your  sugar  or  dispose  of  it  in  such 
way  that  it  would  be  a  detriment  to  the  American  Sugar  Refining 
Co.,  do  you  ? 

Mr.  Smith.  No,  sir ;  if  we  did,  they  would  not  be  satisfied  with  it, 
and  neither  would  we. 

Mr.  Rakee.  Who  directs  the  correspondence  that  is  had  between 
these  various  companies  ?    Do  you  or  does  the  board  of  directors  ? 

Mr.  Smith.  The  board  of  directors  and  the  business  manager. 

Mr.  Raker.  Who  is  that  business  manager  ? 

Mr.  Smith.  Mr.  Thomas  R.  Cutler. 

Mr.  Raker.  Don't  you  have  an  agent  in  New  York  who  keeps  you 
posted  on  the  prices  of  sugar? 

Mr.  Smith.  Not  that  I  am  aware  of. 

Mr.  Rakee.  It  was  testified  to  here  yesterday  by  a  gentleman  from 
the  West  who  was  interested  with  the  American  Sugar  Refining  Co. 
that  an  agent  was  kept  in  the  East  who  kept  his  daily  or  weekly 
bulletins  sent  out,  and  even  telegraphed  the  prices  of  sugar,  and  then 
they  raised  and  lowered  according  to  that  general  price.  Do  you 
people  do  that  ? 

Mr.  Smith.  I  do  not  know.  I  suppose  we  get  our  reports  on  gen- 
eral prices  the  same  as  all  other  business  people  do. 

Mr.  Raker.  Do  not  Willet  &  Gray  represent  you  as  sort  of  agents 
in  keeping  you  posted  on  business  matters  ? 

Mr.  Smith.  No,  sir. 

Mr.  Raker.  As  to  the  prices  of  sugar  ? 

Mr.  Smith.  Not  that  I  know  of. 

Mr.  Rakee.  You  do  not  know  that? 

Mr.  Smith.  No,  sir. 

Mr.  Rakee.  If  they  do,  who  would  know  ? 

Mr.  Smith.  Mr.  Cutler  would  know. 

Mr.  Raker.  You  are  controlled  in  the  sale  of  your  sugar  by  the 
market  in  New  York,  are  you  not? 

Mr.  Smith.  No  ;  I  do  not  know  that  we  are. 

Mr.  Rakee.  How  does  it  come  that  the  price  of  sugar  in  New  York 
and  Michigan  and  San  Francisco  and  Utah  is  about  the  same — ^that 
is,  when  one  goes  up  the  other  goes  up  and  when  one  goes  down  the 
other  goes  down  ?  There  seems  to  be  sort  of  a  uniformity  of  influ- 
ences near  each  market? 

Mr.  Smith.  Wliat  is  the  cause  of  that  I  do  not  know ;  I  do  not 
know  anjiihing  about  it. 

Mr.  Rakee:  Is  it  not  your  best  judgment  that  that  is  controlled 
and  handled  by  a  man  or  set  of  men  in  New  York  who  are  represent- 
ing these  various  companies  and  keep  them  posted  upon  the  prices 
of  sugar,  so  they  can  buy  at  the  lowest  in  obtaining  their  raw  sugar 
and  then  sell  to  the  public  so  as  to  keep  up  a  uniformity  of  price? 

Mr.  Smith.  I  do  not  know ;  I  can  not  answer  that. 

Mr.  Raker.  That  you  are  unable  to  say? 

Mr.  Smith.  Yes. 

Mr.  Rakee.  If  you  do  not  know  I  will  not  press  ]t. 
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Mr.  Smith.  I  do  not  know. 

Mr.  Rakee.  Those  factories  that  were  in  operation  before  the 
Havemeyers  came  out  were  stopped  simply  because  it  was  a  question 
of  coming  in  opposition  to  your  interests  and  the  interests  of  the 
Havemeyers;  is  not  that  right?  In  other  words,  those  new  factories 
started  out  and  they  would  have  to  come  in  opposition  and  competi- 
tion with  such  strong  men,  such  strong  forces  behind  them,  that  they 
had  to  cease  with  their  operations  in  a  number  of  places,  did  they 
not? 

Mr.  Smith.  No,  sir. 

Mr.  Raker.  In  Utah? 

Mr.  Smith.  No,  sir. 

Mr.  Raicer.  In  Idaho? 

Mr.  Smith.  No,  sir;  not  at  all;  nothing  of  the  kind.  You  are 
speaking  of  factories  ? 

Mr.  Raker.  Yes. 

Mr.  Smith.  There  was  but  one  factory  existing  in  Utah  when  we 
made  our  deal  with  Mr.  Havemeyer,  simply  one,  and  that  was  strug- 
gling under  a  bonded  indebtedness  of  $400,000. 

Mr.  Raker.  You  knew  Havemeyer  was  a  powerful  man  in  the 
commercial  world  and  in  the  sugar  business  and,  of  course,  was 
anxious  to  have  him  in  the  Utah  sugar  business,  were  you  not? 

Mr.  Smith.  No  ;  we  were  very  anxious  to  get  his  money ;  we  were 
very  anxious  to  get  his  money. 

Mr.  Raker.  I  guess  that  is  the  proper  answer,  after  all — and  his 
influence  ? 

Mr.  Smith.  We  never  thought  much  of  his  influence.  He  has 
never  exerted  that  influence  out  there  at  all. 

Mr.  Raker.  Then,  his  money's  influence  ? 

Mr.  Smith.  His  money's  influence  helped  us  to  build  other  fac- 
tories and  get  further  employment  for  the  people  of  Utah  and  Idaho. 

Mr.  Raker.  Could  not  the  Utah  and  Idaho  people  furnish  money 
to  produce  the  sugar  beets  and  manufacture  sugar  without  Have- 
meyer's  money? 

Mr.  Smith.  No,  sir ;  they  could  not  do  it ;  at  least,  we  were  un- 
able to  do  it.     We  tried  out  best,  but  could  not. 

Mr.  Raker.  But  you  have  not  tried  lately? 

Mr.  Smith.  We  have  not  had  any  necessity  to  try  lately.  We  are 
getting  along  all  right.    We  are  not  building  new  factories  now. 

Mr.  Rakee.  You  are  not  building  new  factories,  and  you  are  not 
extending  the  business  any? 

Mr.  Smith.  No ;  we  are  trying  to  pay  our  debts. 

Mr.  Raker.  You  are  not  building  any  new  factories? 

Mr.  Smith.  No.    Oh,  I  beg  your  pardon.    We 

Mr.  Raker  (interrupting).  You  are  not  building  any  new  fac- 
tories ? 

Mr.  Smith.  Yes;  I  think  we  are. 

Mr.  Raker.  Tell  us  which  one  it  is.    That  is  what  I  want  to  know. 

Mr.  Smith.  I  think  there  is  one  being  built  in  southern  Utah — in 
southeastern  Utah. 

Mr.  Raker.  Do  you  know  at  what  place? 

Mr.  Smith.  It  is  at  a  place  called  Elsinore. 

Mr.  Raker.  Of  course,  you  are  extending  and  encouraging  the  cul- 
tivation of  beets? 
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Mr.  Smith.  And  meeting  the  demands  of  the  people. 

Mr.  Rakjer.  But  you  are  not  going  in  competition  with  the  West 
or  the  East,  so  far  as  the  sale  of  the  sugar  is  concerned  in  Utah  and 
Idaho? 

Mt.  Smith.  I  do  not  know  about  the  competition. 

Mr.  Raker.  I  will  leave  ou£  the  word  "competition."  They  are 
not  shipping  sugar  from  California  into  Utah,  are  they  ? 

Mr.  Smith.  Yes,  sir. 

Mr.  Eaker.  a  good  deal? 

Mr.  Smith.  Yes,  sir;  they  are. 

Mr.  Eaker.  Can  you  give  us  an  idea  of  about  the  quantity? 

Mr.  Smith.  No;  I  could  not. 

Mr.  Eaker.  Who  could? 

Mr.  Smith.  I  think  Mr.  Cutler  knows  all  about  those  things. 

Mr.  Eaker.  Mr.  Cutler  is  an  encyclopedia  on  those  matters? 

Mr.  Smith.  He  is  the  business  manager  of  it  and  is  pretty  well 
posted  on  those  things. 

Mr.  Eaker.  That  is  all  right.  Now,  as  to  the  East.  Is  there  any 
quantity  shipped  in  from  Michigan  and  the  East  to  Utah  ? 

Mr.  Smith.  I  do  not  know ;  I  could  not  tell  you. 

Mr.  Eakee.  One  other  feature  and  then  I  am  through.  As  to  the 
cutilvation  of  land.  I  do  not  know  whether  the  rest  of  my  colleagues 
on  the  committee  understand  the  fact  that  the  beet  farmers  do  not 
try  to  cultivate  all  their  lands  in  beets,  do  they? 

Mr.  Smith.  No,  sir. 

Mr.  Eakee.  They  have  to  rotate  crops? 

Mr.  Smith.  Yes. 

Mr.  Eaker.  And  there  is  no  product  grown  to-day  that  is  as 
ruinous  to  the  land  as  ueets,  is  there? 

Mr.  Smith.  I  do  not  know  about  that. 

Mr.  Eaker.  Nothing  that  would  take  more  vitality  out  of  the 
land? 

Mr.  Smith.  The  beets  are  very  exhaustive  of  the  soil. 

Mr.  Eaker.  But  if  you  rotate  the  crops  and  then  come  back  in  the 
second  or  third  year  it  gives  you  a  better  beet  crop  than  before  ? 

Mr.  Smith.  I  think  that  is  true. 

Mr.  Eakee.  And  you  are  working  that  to  the  extent  of  getting  the 
people  to  rotate  their  crops  ? 

Mr.  Smith.  The  farmers  are  working  at  that  in  that  way  and 
along  that  line. 

Mr.  Eaker.  It  was  stated  here  yesterday,  and  I  want  you  to  give 
me  your  idea  now  from  your  experience  and  what  you  have  seen, 
that  you  could  not  raise  beets  in  the  West  without  the  Japanese  and 
Hindus.     Is  there  anything  in  that  ? 

Mr.  Smith.  We  are  doing  it  without  them. 

Mr.  Eaker.  Is  there  any  trouble  to  do  it  without  them  ? 

Mr.  Smith.  No,  sir. 

Mr.  Eakee.  Can  the  white  men  and  boys  and  girls  do  this  busi- 
ness? 

Mr.  Smith.  Yes,  sir. 

Mr.  Raker.  Just  as  well  as  anybody  else? 

Mr.  Smith.  Yes,  sir ;  I  think  so. 

Mr.  Eakee.  There  is  nothing  bad  about  the  work,  is  there,  except 
a  littie  bending  of  the  back  and  a  little  perspiration?  Is  not  that 
right? 
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Mr.  Smith.  That  is  correct.  Where  there  is  a  population  suffi- 
cient to  raise  the  beets  necessary  to  keep  the  factory  running,  of 
course  there  is  no  other  employment  used — no  others  used ;  the  peo- 
ple furnish  the  beets ;  but  where  we  have  to  cultivate  land  belonging 
to  the  companies,  we  sometimes  have  to  employ  foreign  labor. 

Mr.  Young.  In  Utah,  Mr.  Raker,  where  the  farm '  holdings  are 
very  small  and  the  country  is  thickly  populated,  people  are  culti- 
vating their  own  beets  practically  without  any  assistance  at  all,  ex- 
cept some  little  assistance;  but  up  in  Idaho  and  the  newly  settled 
portions  of  Utah,  where  the  farmers  own  160  acres  or  320  acres  and 
the  time  is  absorbed  in  cultivating  the  ground  generally,  they  are 
compelled  to  get  assistance  in  the  cultivation  of  their  beet  fields,  and 
we  have  employed,  to  a  certain  extent,  Japanese  labor  and  possibly 
some  Russians.  I  do  not  know  of  any  Hindus.  I  think  there  are 
none  in  our  section. 

Mr.  Smith.  I  have  never  seen  any  Hindus. 

Mr.  Eakee.  Do  you  think  the  present  duty  on  raw  sugar  affects 
the  price  of  sugar  in  Utah  any? 

Mr.  Smith.  I  do  not  know ;  I  could  not  tell. 

Mr.  Raker.  Do  you  believe  the  duty  on  refined  sugar  affects  the 
price  of  sugar  that  is  sold  now  at  wholesale  or  even  at  retail  in  Utah  ? 

Mr.  Smith.  I  could  not  tell  you. 

Mr.  Raker.  I  understood  you  to  state  that  before  Mr.  Havemeyer 
came  into  the  sugar-beet  business  your  stock  was  a  little  above  par? 

Mr.  Smith.  Yes,  sir. 

Mr.  Raker.  In  these  various  factories? 

Mr.  Smith.  Yes. 

Mr.  Raker.  And  therefore  they  must  have  been  prosperous  ? 

Mr.  Smith.  Yes. 

Mr.  Raker.  Mr.  Smith,  these  factories  that  are  running  or  were 
running  independent  of  the  large  company  were  doing  a  good  busi- 
ness, were  they  not? 

Mr.  Smith.  You  persist  in  saying  "  these  factories "  when  there 
was  only  one. 

Mr.  Raker.  I  will  withdraw  that  question.  I  had  another  mat-, 
ter  in  my  mind  which  was  so  strongly  driven  there  that  it  is  pretty 
hard  to  get  it  out,  and  that  is  with  reference  to  another  place  and  not 
yours.    I  keep  putting  that  in  a  little  strong,  but  I  will  change  it. 

The  small  factories  that  are  doing  work  there,  whether  they  belong 
to  this  company  or  not,  are  doing  a  good  business,  are  they  not,  and 
making  money  for  those  interested  in  the  beet  business? 

Mr.  Smith.  There  are  no  sugar  factories  in  Utah  except  the  Utah- 
Idaho  Sugar  Co. 

Mr.  Raker  (interrupting).  Then,  other  than- 


Mr.  Young  (interrupting).  And  the  Amalgamated? 

Mr.  Smith.  Oh,  yes;  I  beg  your  pardon,  and  the  Amalgamated 
and 

Mr.  Rakee  (interrupting).  You  are  interested  in  those? 

Mr.  Smith.  Yes;  they  do  have  one  factory. 

Mr.  Raker.  But  there  is  no  independent  outside  party  competing 
with  your  business  at  all  in  Utah? 

Mr.  Smith.  No;  with  the  exception  of  the  Amalgamated  and 
Lewiston. 
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Mr.  Raker.  I  want  to  g;et  back  again  to  get  from  you,  from  your 
experience,  a  statement  with  reference  to  this  matter:  The  factory 
that  slices  600  tons  and  one  that  slices  1,200  tons,  if  the  location  is 
good  for  the  small  one,  all  the  matters  are  favorable,  you  will  slice 
it  and  handle  it  and  get  your  sugar  on  the  market  just  as  cheaply 
as  where  you  have  a  large  plant  and  have  to  haul  your  beets  so  far, 
won't  you? 

Mr.  Smith.  I  would  not  be  able  to  state  that. 

Mr.  Eaker.  Have  you  any  balance  sheet  that  you  prepared,  once 
«very  month,  to  show  the  earnings  and  expenditures  of  the  sugar 
company  ? 

Mr.  Smith.  Yes,  sir;  not  every  month. 

Mr.  Raker.  How  often  do  you  have  it? 

Mr.  Smith.  Oh,  yes ;  I  believe  it  is  every  month. 

Mr.  Raker.  How  often  do  you  get  it? 

Mr.  Smith.  Every  month. 

Mr.  Cutler.  And  a  yearly  report. 

Mr.  Raker.  That  is  going  on  right  along  since  the  reincorporation? 

Mr.  Cutler.  Yes. 

Mr.  Raker.  That  shows  the  amount  of  money  expended  ? 

Mr.  Smith.  Yes,  sir. 

Mr.  Raker.  And  the  amount  received? 

Mr.  Smith.  Yes,  sir. 

Mr.  Raker.  And  the  amount  of  dividends? 

Mr.  Smith.  Yes,  sir. 

Mr.  Raker.  And  the  amount  of  money  sent  to  the  Havemeyers, 
and  the  amount  sent  to  the  American  Sugar  Refining  Co.,  and  the 
amount  then  paid  to  you  people? 

Mr.  Smith.  The  American  Sugar  Refining  Co.  and  Havemeyer 
are  the  same. 

Mr.  Cutler.  It  simply  says  "  dividends  " ;  that  is  all. 

Mr.  Raker.  Does  not  the  book  show  how  much  each  one  gets? 

Mr.  Smith.  The  books  certainly  show  where  every  dollar  goes  to. 

Mr.  Raker.  Does  that  show  also  the  cost  and  price  of  manufac- 
turing sugar? 

Mr.  Smith.  Yes,  sir. 

Mr.  Raker.  And  the  amount  of  property  held  by  the  company  ? 

Mr.  Smith.  Yes,  sir. 

Mr.  Raker.  And  the  directors  of  the  company  each  year,  as  well  ? 

Mr.  Smith.  Yes,  sir. 

Mr.  Raker.  Would  you  kindly  forward  to  the  committee  from  the 
commencement  of  this  company,  or  the  organization  of  it,  in  which  the 
American  Sugar  Refining  Co.  became  a  part,  the  j^early  sheet  showing 
the  facts  which  you  have  stated  ?     Will  you  have  it  done,  Mr.  Cutler  ? 

Mr.  Cutler.  Yes. 

Mr.  Smith.  I  suppose  the  company — that  is,  the  directors — would 
be  perfectly  willing  to  do  that? 

Mr.  Raker.  We  could  have  you  bring  those  books  here  and  cause 
lots  of  trouble,  but  we  have  treated  the  rest  of  them  that  way,  and 
I  know  if  you  say  you  will  do  it,  you  will  have  it  done. 

Mr.  Young.  Those  reports  have  been  printed  at  the  end  of  every 
year,  and  I  think  are  easily  accessible,  and  are,  to  a  certain  extent, 
public  property. 
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Mr.  Eakee.  I  have  not  had  it  made  plain  to  me  yet,  Mr.  Smith, 
but  that  would  not  affect  the  rest  of  the  committee — ^but  how  did 
it  happen  that  the  church  went  into  this  business? 

Mr.  Smith  (interrupting).  Into  which  business? 

Mr.  Eaker.  Into  the  sugar  business ;  and  has,  I  take  it  from  your 
statement,  persistently  refused  to  go  into  any  other  business  of  like 
character,  or  other  ordinary  corporation  business? 

Mr.  Smith.  The  church  has  always  taken  a  lively  interest  in  any- 
thing that  tended  to  develop  the  country  and  to  benefit  the  people. 
We  have  helped  people  that  have  settled  on  barren  regions  to  build 
their  dams  and  to  construct  their  canals,  and  assisted  them  so  far  as 
we  could,  to  enable  them  to  make  farms  and  cultivate  the  soil,  and 
in  the  mercantile  institution  with  which  we  are  connected,  we  helped 
to  start  it,  the  church  did,  for  self  protection,  for  merchandise  was 
conveyed  to  Utah  across  the  thousand  miles  of  desert  and  sold  to  the 
people  there  at  the  rate  of  anywhere  from  500  to  a  thousand  per  cent. 

Mr.  Eakee.  Cheaper? 

Mr.  Smith.  Profit;  and  the  establishment,  the  Zion  Cooperative 
Mercantile  Institution,  had  a  tendency  to  reduce  the  value  to  a 
living  profit  throughout  the  city  of  Salt  Lake  and  throughout  the 
State  of  Utah,  or  the  Territory  of  Utah,  as  it  was  at  that  time,  and 
the  church  took  some  interest  in  that  in  the  beginning;  but  during 
the  Utah  raid,  if  I  may  be  permitted  to  use  that  term,  the  church 
sold  its  stock  to  a  syndicate  of  young  men  who  formed  a  syndicate 
for  the  purpose  of  buying  it  out,  and  since  then  the  church  has 
owned  very  little  stock  in  the  Zion  Cooperative  Mercantile  Institu- 
tion, and  has  no  control  over  it  whatever  any  more  than  any  business 
that  is  in  Salt  Lake,  only  so  far  as  that  it  is  practically  conducted 
by  Mormons,  men  who  are  members  of  the  church. 

Mr.  Raker.  I  see.     This  sugar  business  is 

Mr.  Smith  (interrupting).  I  said  once  or  twice  here,  and  I  will 
repeat,  that  when  we  started  the  Utah  Sugar  Co.  efforts  had  been 
made  before  that,  years  and  years  before,  to  start  the  beet-sugar 
industry  in  Utah,  but  each  time  it  proved  a  failure  until  this  attempt 
was  made  to  build  the  Lehi-Utah  factory.  We  tried  to  get  our  people 
to  subscribe  stock  to  the  building  of  that  factory.  One  man,  for 
instance,  who  was  prosperous  and  thrifty  at  that  time,  a  large  mine 
owner  a  man  who  was  receiving  big  dividends  and  all  that,  sub- 
scribed $50,000  toward  the  factory.  Others  subscribed  $25  or  $100 
or  $200,  or  more  or  less.  When  we  came  to  need  the  money  and 
attempted  to  collect  it  from  those  who  had  subscribed  for  stock  in 
the  company,  they  could  not  pay  it.  The  gentleman  that  subscribed 
the  $50,000  fell  down  and  could  not  meet  the  obligation.  We  were 
under  contract  to  build  that  factory  and  a  forfeit  of  $50,000  had  been 
put  up  to  have  it  built  by  a  certain  time.  The  stockholders  and  the 
organization,  the  company  that  was  building  th^  factory,  came  to 
the  point  where  they  had  to  have  help  or  forfeit  their  $50,000  and 
lose  the  business  and  go  to  ruin.  The  church  stepped  in,  by  their 
appeal  and  petition,  and  lent  its  credit,  borrowing  money  to  help 
them  out.  In  that  way  they  succeeded,  by  selling  bonds  and  by  the 
credit  of  the  church,  in  making  a  success  of  that  business,  and  in  that 
way,  years  afterwards,  the  church  became  interested  in  the  stock  of 
that  company.  Since  then,  as  other  factories  have  been  built,  the 
stockholders  of  the  first  have  been  invited  to  come  in  and  take  their 


AMERICAN  SUGAR  REFINING  CO.  1069 

proportion  of  stock  in  each  of  the  succeeding  factories  that  have 
been  built,  the  church  with  the  rest.  In  that  way  the  church  has 
grown  to  possess  what  it  does  possess  in  this  consolidation,  the  Utah- 
Idaho  Sugar  Co.,  which  is  less  than  5  per  cent  of  the  entire  capital 
stock. 

Mr.  Eaker.  You  find  it  now  a  good  business,  do  you  not — the  sugar 
business  is  a  good  business,  and  they  are  doing  a  good  business  ? 

Mr.  Smith.  The  sugar  business  I  concede  to  be  a  most  excellent 
business  in  this,  that  it  gives  to  hundreds  and  thousands  of  f  amilieSj 
or  people  at  least,  on  their  farms  an  opportunity  of  earning  money 
that  they  never  could  earn  without  it.  Hundreds  of  thousands  of 
dollars  every  year  are  paid  to  beet  raisers  and  for  other  employment 
in  connection  with  the  beet  factory,  that  is  a  veritable  boon  to  the 
people  and  the  whole  State  of  Utah  and  the  whole  State  of  Idaho. 
So  that  the  money  in  it,  the  profit  in  it  to  the  stockholders,  is,  in  my 
judgment,  secondary  to  the  great  benefit  that  results  to  the  people  of 
the  two  States  in  the  opportunity  it  gives  them  for  labor  and  for 
earning  money  that  they  need. 

Mr.  Eakee.  Have  you  read  this  bill  of  the  Government  against  the 
American  Sugar  Refining  Co.? 

Mr.  Smith.  I  glanced  through  it  somewhat. 

Mr.  Eakee.  Have  you  read  pages  118,  119,  120,  121,  122,  123,  124, 
and  125? 

Mr.  Smith.  I  could  not  tell  you  from  memory. 

Mr.  Raker.  You  do  not  remember  the  pages? 

Mr.  Smith.  No. 

Mr.  Raker.  Have  you  read  the  statement  as  to  the  acquisition  and 
change  of  the  factories  in  Utah  and  their  handling  and  control  of 
them  by  Havemeyer? 

Mr.  Smith.  No ;  I  do  not  think  I  have  read  it. 

Mr.  Raker.  That  is  all,  Mr.  Chairman. 

The  Chairman.  Gentlemen,  does  any  other  member  of  the  com- 
mittee desire  to  ask  Mr.  Smith  any  questions  ? 

Mr.  Madison.  I  have  a  few  questions,  Mr.  Chairman. 

The  Chairman.  Very  well,  proceed.  Judge  Madison. 

Mr.  Madison.  What  is  your  age,  Mr.  Smith? 

Mr.  Smith.  Seventy-three  my  next  birthday. 

Mr.  Madison.  Where  were  you  born? 

Mr.  Smith.  Bom  in'  Caldwell  County,  Mo.    I  am  a  Puke. 

Mr.  Madison.  Who  was  your  father? 

Mr.  Smith.  Hiram  Smith.  ,      ^    ^i,         •  -i 

Mr.  Madison.  Your  father  was  assassinated  at  the  Carthage  ]ail, 

in  Illinois,  about  1843  or  1844,  was  he  not? 

Mr.  Smith.  1844.  „  ^        ,    -r.   o    ■.,     ^i         •   •     i 

Mr.  Madison.  You  are  a  nephew  of  Joseph  F.  Smith,  the  original 

founder  of  the ,    ^^       .      _  ,  j;   t        i, 

Mr.  Smith    (interrupting). -No,  sir;   I  am  a  nephew  of  Joseph 

Mr.  Madison.  Pardon  me,  please— of  Joseph  Smith? 

Mr!  Madison.  The  original  founder  of  the  Morman  Church? 

Mr!  Smith.  Yes.  ,.       .     ^.t  mo 

Mr.  Madison.  Did  you  live  m  Nauvoo,  ill.  < 
Mr.  Smith.  I  did,  when  a  child. 
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Mr.  Madison.  How  old  were  you  when  your  people  left  Nauvoo? 

Mr.  Smith.  I  was  between  7  and  8  years  of  age. 

Mr.  Madison.  You  accompanied  your  people  across  the  plains  to 
Utah? 

Mr.  Smith.  Yes,  sir. 

Mr.  Madison.  Was  your  mother  alive  at  that  time? 

Mr.  Smith.  Yes,  sir. 

Mr.  Madison.  How  old  were  you  when  the  Mormon  people  arrived 
at  Utah  under  the  leadership  of  Brigham  Young? 

Mr.  Smith.  I  was  born  in  1838,  and  I  arrived  in  Utah  in  1848.  I 
was  a  little  less  than  10  years  of  age. 

Mr.  Madison.  Have  you  a  recollection  of  the  character  of  the 
country  in  which  your  people  settled? 

Mr.  Smith.  I  have,  most  distinctly. 

Mr.  Madison.  Just  briefly,  I  wish  you  would  tell  us  what  that 
character  was. 

Mr.  Smith.  The  Valley  of  Salt  Lake  was  a  sage-brush  plain,  with- 
out a  tree  or  shrub  except  along  a  few  of  the  mountain  streams. 

Mr.  Madison.  Where  did  you  establish  your  first  settlement  ? 

Mr.  Smith.  Salt  Lake  City. 

Mr.  Madison.  On  the  present  site  of  Salt  Lake  City  ? 

Mr.  Smith.  Yes,  sir. 

Mr.  Madison.  How  many  people  were  there  in  that  first  emigra- 
tion? 

Mr.  Smith.  The  first  emigration  of  1847,  the  pioneers  and  the 
companies  that  followed  them  in  1847,  I  think,  amounted  to  some- 
thing like  3,000  or  4,000  people.  The  first  company  of  pioneers  were 
143.  They  went  out  in  1847,  and  back  to  the  Missouri  River  in  the 
fall  of  1847. 

Mr.  Madison.  You  started  from  Independence,  did  you  not? 

Mr.  Smith.  No,  sir. 

Mr.  Madison.  From  what  point? 

Mr.  Smith.  We  started  from  Nauvoo  in  1846,  and  camped  on  the 
site  just  a  little  above  where  the  city  of  Omaha  now  is,  on  the  Mis- 
souri Eiver,  during  the  seasons  of  1847  and  1848,  landing  there  in 
1846.  We  spent  the  winter  of  1846-7  and  1847-8  in  what  we  called 
winter  quarters,  which  is  now  called  Florence. 

Mr.  Madison.  How  many  of  this  party  started  from  Nauvoo  ? 

Mr.  Smith.  All  we  had. 

Mr.  Madison.  How  many  were  in  that  party  at  the  time  you 
started  from  Nauvoo? 

Mr.  Smith.  There  were  probably  20,000  people  in  the  city  of 
Nauvoo. 

Mr.  Madison.  Of  this  party  that  moved  across  the  plains,  going 
first  to  the  point  north  of  Omaha  and  then  gradually  on  until  you 
reached  Salt  Lake  City,  how  many  were  there  when  you  started  from 
Nauvoo  ? 

Mr.  Smith.  I  perhaps  may  say  that  you  speak  of  "  party."  There 
were  companies,  consisting  of  from  10  to  15  and  100  wagons  in  each, 
that  kept  up  a  continuous  travel  during  the  summer  months  from 
Nauvoo  to  the  Salt  Lake  Valley,  which  continued  for  probably  10 
years  or  more  before  they  were  all  gathered  out  to  Utah. 

Mr.  Madison.  Where  did  you  leave  the  railroad  ? 

Mr.  Smith.  We  left  no  railroad  at  all. 
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Mr.  Madison.  I  mean,  what  was  the  last  point  at  that  time  where 
the  emigrants  crossing  the  plains  would  leave  the  railroad?  Were 
there  any  railroads  west  of  the  Mississippi  Eiver  ? 

Mr.  Smith.  No,  sir;  none  whatever. 

Mr.  Madison.  There  was  a  railroad  at  Quincy  at  that  time,  was 
there  not  ? 

Mr.  Smith.  No,  sir. 

Mr.  Madison.  At  Quincy,  111.  ? 

Mr.  Smith.  No,  sir ;  not  until  1860. 

Mr.  Madison.  No  railroad  at  Quincy  until  1860? 

Mr.  Smith.  Yes;  there  there  was  a  railroad  at  Quincy  in  1860, 
and  the  westernmost  railroad  was  in  Iowa — we  passed  through  the 
Territory  of  Iowa  at  that  time — in  1860,  and  it  was  at  Oskaloosa. 

Mr.  Madison.  There  was  a  railroad  at  Oskaloosa  in  1860? 

Mr.  Smith.  Yes ;  that  was  the  terminus. 

Mr.  Madison.  When  you  established  yourself  in  Utah,  from  what 
point  did  you  obtain  your  supplies,  if  any — that  is,  in  the  matter  of 
clothing,  food,  and  agricultural  implements? 

Mr.  Smith.  We  carried  with  us  all  we  had  of  agricultural  imple- 
ments and  seed — grain  and  various  kinds  of  seed.  We  took  our 
sheep  with  us,  and  we  used — our  folks  used  to  card  and  spin  and 
weave  the  wool  from  our  own  sheep  and  we  made  our  clothing  in 
that  way  for  years  in  Utah,  before  we  had  any  communication  at  all 
with  the  East — that  is,  nearer  than  St.  Louis. 

Mr.  Madison.  What  about  such  things  as  we  are  dealing  with 
now — sugar  and  things  of  that  kind  ? 

Mr.  Smith.  I  would  pay  $10  a  hundred  for  sugar  at  that  time, 

Mr.  Madison.  Where  did  it  come  from? 

Mr.  Smith.  St.  Louis. 

Mr.  Madison.  And  was  freighted  across  by  ox  teams,  you  say? 

Mr.  Smith.  Yes,  sir, 

Mr,  Madison.  What  system  did  you  adopt  for  the  purpose  of 
maintaining  your  people  there  in  this  barren  plain  which  you  have 
just  referred  to  ? 

Mr,  Smith,  At  that  time  it  was  simply  a  church  organization. 
There  was  nobody  in  Utah  except  members  of  the  Mormon  Church, 
and  our  organization  consisted  of  the  church  organization  and  divi- 
sion into  states  and  wards,  presided  over  by  bishops  and  counselors 
and  presidents  of  states, 

Mr,  Madison.  What  industries  did  your  people  practice? 

Mr.  Smith.  Everything  that  we  could. 

Mr.  Madison.  What  was  your  principal  means  of  subsistence? 
Agriculture,  I  presume  ? 

Mr.  Smith.  Yes. 

Mr.  Madison.  What  did  you  raise? 

Mr.  Smith.  We  raised  potatoes  and  wheat  and  oats  and  barley 
and  corn  and  squashes  and  all  the  etceteras. 

Mr.  Madison.  Were  you  able  to  raise  them  without  irrigation? 

Mr.  Smith.  No,  sir ;  not  a  thing. 

Mr.  Madison.  Where  did  you  get  the  water  for  irrigation  ? 

Mr.  Smith.  From  the  canyon  streams,  the  mountain  streams. 

Mr.  Madison.  I  suppose  that  after  a  while  people  began  to  spread 
out  from  the  central  settlement  of  Salt  Lake  City? 

Mr.  Smith.  Yes,  sir. 
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Mr.  Madison.  Settling  at  different  points  here  and  there  ? 

Mr.  Smith.  Yes,  sir ;  and  not  very  long  after,  either. 

Mr.  Madison.  And  this  economic  development  that  you  have  re- 
ferred to  began  to  cover  practically  what  is  known  now  as  the  State 
of  Utah? 

Mr.  Smith.  Yes,  sir. 

Mr.  Madison.  When  did  you  first  begin  in  this  process  of  economic 
and  agricultural  development  to  consider  the  question  of  beet  sugar? 

Mr.  Smith.  In  1850. 

Mr.  Madison.  That  is  very  interesting.    Tell  us  about  it. 

Mr.  Smith.  All  I  know  about  it  is  that  President  Young  thought 
we  ought  to  produce  sugar  in  Utah  from  the  sugar  beets.  He  made 
arrangements  to  obtain  sugar  machinery  from  France.  John  Taylor 
was  sent  to  France  and  procured  what  was  supposed  to  be  a  perfect 
sugar  machine  or  factory.  It  was  brought  to  Utah  and  a  house  was 
built  for  it,  and  beets  were  raised,  but  they  never  succeeded  in  making 
sugar. 

Mr.  Madison.  How  did  you  get  this  machine  across  the  plains  at 
this  time? 

Mr.  Smith.  Took  it  across  the  plains  by  ox  teams. 

Mr.  Madison.  Brought  it  across  the  plains  by  ox  teams  ? 

Mr.  Smith.  Yes,  sir. 

Mr.  Madison.  How  long  did  you  experiment  with  this  machine  ? 

Mr.  Smith.  For  two  or  three  years. 

Mr.  Madison.  He  brought  seed  with  him  also  from  France,  did  he? 

Mr.  Smith.  Yes,  sir. 

Mr.  Madison.  Beet  seed? 

Mr.  Smith.  Yes,  sir. 

Mr.  Madison.  That  proved  a  failure? 

Mr.  Smith.  Yes,  sir. 

Mr.  Madison.  Evidently  you  did  not  abandon  the  idea,  however. 

Mr.  Smith.  No,  sir. 

Mr.  Madison.  It  persisted  with  your  people  that  there  was  a  pos- 
sibility of  developing  the  beet-sugar  industry  in  Utah  ? 

Mr.  Smith.  Yes,  sir. 

Mr.  Madison.  Tell  me  and  the  committee  the  next  step  or  next 
effort  you  made  in  the  development  of  the  sugar  industry  in  Utah  ? 

Mr.  Smith.  The  next  step  was  to  attempt  to  produce  sugar  from 
what  was  called  sorghum. 

Mr.  Madison.  We  tried  that  in  Kansas. 

Mr.  Smith.  It  is  a  sort  of  sugar  cane — sort  of  a  mongrel  between 
com  and  sugar  cane.  It  made  very  good  molasses,  but  when  we  came 
to  reduce  it  to  sugar,  we  did  not  make  very  great  success  of  it,  al- 
though the  State  offered  a  bounty  for  the  production  of  sugar,  a  small 
bounty ;  I  forget  now  what  it  was.  I  think  it  was  mentioned  here. 
However,  it  did  not  succeed. 

Mr.  Madison.  What  year  was  that?    About  what  time  was  that? 

Mr.  Smith.  I  could  not  remember  the  year. 

Mr.  Madison.  Was  it  in  the  early  eighties? 

Mr.  Smith.  Yes;  I  think  it  was  before  that.  It  was  in  the  sev- 
enties. 

Mr.  Madison.  What  was  the  next  step  you  took?  That  was  a 
failure  ? 

Mr.  Smith.  Yes. 
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Mr.  Madison.  You  could  not,  as  a  matter  of  fact,  extract  sugar 
from  sorghum  sirup? 

Mr.  Smith.  No.     The  next  step  was  the  Utah  Sugar  Factory. 

Mr.  Madison.  What  year  was  that? 

Mr.  Smith.  That  was  in  1890. 

Mr.  Madison.  Who  was  the  moving  spirit  in  that? 

Mr.  Smith.  The  moving  spirit  in  it  was  really,  I  think,  Mr.  Arthur 
Stayner,  who  had  been  working  at  the  sorghum  business,  trying  to 
produce  sugar  from  sorghum.  He  was  really  the  moving  spirit,  and 
Mr.  Elias  Morris  was  one  of  his  seconds  in  the  enterprise,  and  soon 
after  that  Mr.  Cutler  and  all  the  rest  of  us  that  are  in  it  now  were 
drawn  into  the  enterprise. 

Mr.  Madison.  The  church,  because  of  its  paternal  care  for  its 
people  and  its  desire  that  had  been  manifested  all  through  the  years 
of  its  history  in  the  development  and  in  economy  that  added  to  the 
material  welfare  of  the  people,  was  interested? 

Mr.  Smith.  That  is  correct. 

Mr.  Madison.  I  think  it  was  perfectly  splendid  that  you  were,  and 
I  think  all  of  the  members  of  this  committee  think  so,  too,  so  far  as 
that  is  concerned. 

Mr.  Smith.  Thank  you. 

Mr.  Madison.  I  think  it  was  perfectly  splendid  that  you  were. 

Mr.  Smith.  Thank  you. 

Mr.  Madison.  You  built  the  Utah  Sugar  Co.  ? 

Mr.  Smith.  Yes,  sir. 

Mr.  Madison.  Built  it  up  as  an  institution  and  built  up  the  plant 
that  it  afterwards  controlled? 

Mr.  Smith.  Yes,  sir;  that  is  right. 

Mr.  Madison.  All  of  you  working  together,  the  church  and  the 
people,  as  I  understand? 

Mr.  Smith.  Yes,  sir. 

Mr.  Madison.  All  of  you  together,  for  the  purpose  of  developing 
this  industry? 

Mr.  Smith.  Yes,  sir. 

Mr.  Madison.  You  made  a  success  of  that,  did  you  not  ? 

Mr.  Smith.  Yes,  sir. 

Mr.  Madison.  And  the  beet-sugar  business  has  been  a  constant  suc- 
cess from  that  time  on  up  to  the  present  time  ? 

Mr.  Smith.  With  the  assistance  we  obtained  from  the  East. 

Mr.  Madison.  Now,  the  inference  is  very  fair,  is  it  not,  that  your 
success  out  there  in  Utah  with  the  growing  of  sugar  beets  attracted 
the  attention  of  Mr.  Havemeyer  ? 

Mr.  Smith.  I  would  not  be  surprised  if  that,  perhaps,  had  some- 
thing to  do  with  it. 

Mr.  Madison.  As  a  matter  of  history,  and  not  as  a  matter  of  per- 
sonal knowledge,  you  know  that  to  be  a  fact,  do  you  not,  as  you  know 
any  other  event  you  have  not  personal  knowledge  of? 

Mr.  Smith.  I  suppose  he  had  his  eye  to  that  business. 

Mr.  Madison.  He  sent  out  Mr.  Willet,  of  Willet  &  Gray,  who  had 
a  consultation  with  Mr.  Cutler  and  tried  to  engage  Mr.  Cutler  to 
work  for  him  and  go  in  his  employ  and  develop  the  beet-sugar  in- 
dustry in  that  country  as  his  employee.     That  is  true,  is  it  not  ? 

Mr.  Smith.  I  suppose  it  is. 
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Mr.  Madison.  I  am  asking  you  as  an  historical  fact,  rather  than 
a  matter  of  personal  knowledge. 

Mr.  Smith.  I  presume  that  is  correct. 

Mr.  Madison.  Mr.  Cutler,  instead  of  doing  that,  placed  the  whole 
matter  before  his  board  of  directors,  and  said :  "  I  am  at  your  service 
in  connection  with  this  matter;  I  am  your  servant  first,  and  I  want 
you  to  understand  about  it.  There  is  a  possibility  of  some  eastern 
people  becoming  interested  and  putting  some  money  into  the  indus- 
try in  Utah."    He  said  that  to  you,  did  he  not? 

Mr.  Smith.  I  think  that  is  correct. 

Mr.  Madis.gn.  And  at  the  same  time  disclosed  to  you  the  fact  that 
Henry  O.  Havemeyer  was  the  man  who  would  f-urnish  the  money? 
That  is  true,  is  it  not? 

Mr.  Smith.  That  developed;  yes. 

Mr.  Madison.  You  welcomed  the  coming  of  Mr.  Havemeyer,  did 
you  not? 

Mr.  Smith.  We  did. 

Mr.  Madison.  And  Mr.  Havemeyer  bought  a  portion  of  the  stock 
of  the  Utah  Sugar  Co.  ? 

Mr.  Smith.  Yes,  sir. 

Mr.  Madison.  That  was  his  first  foothold  in  Utah? 

Mr.  Smith.  Yes. 

Mr.  Madison.  Then  you  began  to  spread  out  and  you  built  two  or 
three  other  plants? 

Mr.  SaiiTH.  Yes. 

Mr.  Madison.  You  folks  furnishing  part  of  the  capital  and  Mr. 
Havemeyer  part  of  it? 

Mr.  Smith.  That  is  right. 

Mr.  Madison.  And  by  your  united  effort  you  were  able  to  build  up 
a  number  of  factories  which  were  under  the  joint  ownership  and  con- 
trol, were  they  not? 

Mr.  Smith.  Yes,  sir. 

Mr.  Madison.  So  they  were  not,  in  fact,  competing  concerns? 

Mr.  Smith.  No,  sir. 

Mr.  Madison.  And  the  consolidation  of  them  was  not  in  elimina- 
tion of  competition  between  competing  concerns? 

Mr.  Smith.  No,  sir. 

Mr.  Madison.  That  is  the  fact? 

Mr.  Smith.  That  is  the  fact. 

Mr.  Madison.  I  want  to  know ;  I  am  not  asserting  it  myself. 

Mr.  Smith.  That  is  the  fact ;  that  is,  as  I  understand  it. 

Mr.  Madison.  When  you  consolidated  these  Utah  plants  and  the 
Idaho  plants — because  you  also  had  one  in  Idaho — that  was  largely 
because  of  the  fact  a  great  many  of  the  people  of  your  faith  had 
emigrated  to  Idaho,  was  it  not? 

Mr.  Smith.  Yes,  sir. 

Mr.  Madison.  So  then  you  concluded  to  bring  them  all  in  under 
one  parent  institution.  We  have  learned  somewhat  here  in  the  East 
that  the  consolidation  of  plants  affords  splendid  opportunity  for  the 
injection  of  water  into  the  capitalization.  Was  there  any  water 
in  that  capitalization? 

Mr.  Smith.  Not  that  I  am  aware  of.  The  object  of  the  combina- 
tion of  the  factories  was  simply  to  reduce  the  expenses.  While  the 
stockholders  were  the  same  in  each  factory,  we  found  it  expensive 
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and  not  necessary  to  run  three  or  four  boards  of  directors,  or  a 
board  of  directors  for  each  factory.  Tlie  result  was  we  combined 
under  one  board  of  directors,  under  one  directorate. 

Mr.  Madison.  Was  the  aggregate  of  the  stock  of  the  several  cor- 
porations equal  to  the  amount  of  stock  of  the  new  corporation  ? 

Mr.  Smith.  I  think  practically  the  same. 

Mr.  Young.  Will  you  allow  me.  Judge  Madison 

Mr.  Madison  ^interrupting).  No,  if  you  please;  because  I  am  very 
much  interested  in  this  talk  with  Mr.  Smith. 

Mr.  Cutler  admitted  the  other  day  that  there  was  a  little  moisture, 
just  a  little,  what  might  be  called  out  in  Kansas  and  Utah  a  slight 
sprinkle.  Some  of  that  stock  was  put  in  at  more,  dollar  for  dollar, 
was  it  not? 

Mr.  Smith.  Not  that  I  am  aware  of — though  perhaps  it  was.  I 
am  not  posted  on  that. 

Mr.  Madison.  Some  of  that  stock  of  the  par  value  of  $10  was  put 
in  at  $18,  was  it  not  ? 

Mr.  Smith.  That  is  what  Mr.  Havemeyer  paid  me  for  my  stock. 

Mr.  Madison.  You  let  him  have  some  of  your  stock  ? 

Mr.  Smith.  Yes ;  you  bet  I  did,  and  he  was  glad  to  get  it. 

Mr.  Madison.  Considering  Mr.  Havemeyer's  interest  and  the  aid 
he  gave  to  develop  an  industry  among  a  settling  people,  as  a  matter 
of  fact,  you  do  not  look  upon  him  so  much  as  an  industrial  pirate 
as  some  have,  as  you  do  as  a  benefactor  and  philanthropist,  do  you? 
How  is  that  ? 

Mr.  Smith.  I  do  not  know  that  you  could  regard  him  particularly 
as  a  philanthropist,  although  his  money  or  the  use  of  his  money  by 
us  in  the  building  of  factories  was  really  of  benefit  to  us. 

Mr.  Madison.  You  regard  him 

Mr.  Smith  (interrupting).  As  a  benefactor. 

Mr.  Madison.  So  far  as  he  is  concerned,  you  regard  him  as  a 
benefactor  ? 

Mr.  Smith.  I  do,  yes;  I  do. 

Mr.  Madison.  If  there  was  any  industrial  piracy  in  the  make-up 
of  Mr.  Havemeyer  or  his  career,  it  was  not  manifested  to  you  and 
your  people? 

Mr.  Smith.  It  did  not  affect  us  at  all  that  we  knew  of. 

Mr.  Madison.  It  has  appeared  before  the  committee  that,  as  a 
matter  of  fact,  Mr.  Havemeyer  consolidated  the  New  York  factory; 
that  he  moved  upon  the  Philadelphia  factories  and  acquired  those 
refineries;  that  he  then  engaged  in  a  contest  with  a  gentleman  out 
on  the  Pacific  coast,  of  German  extraction,  by  the  name  of  Olaus 
Spreckels,  who  was  the  sugar  king  of  the  West,  and  that  after  a 
contest  with  him  which  proved  futile,  they  agreed  to  divide — not  the 
entire  world,  but  the  sugar  world,  so  far  as  the  United  States  was 
concerned,  between  them — one  taking  the  West  and  the  other  the 
East ;  that  then  later  he  moved  upon  the  beet-sugar  people ;  that  he 
acquired  a  potential  interest  in  California,  a  very  large  interest  in 
Michigan,  a  very  potential  interest  in  Colorado.  We  find  him,  in 
1907,  in  Utah. 

I  just  want  to  ask  you  if,  in  the  light  of  all  those  facts,  it  occurred 
to  you  that,  however  much  of  a  benefactor  he  might  have  been  to  your 
people,  as  a  matter  of  fact  he  was  entering  upon  a  career  of  consolida- 
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tion  of  the  sugar  business  under  his  control,  and  that  you  were  simply 
one  of  the  pawns  in  the  game.     Did  that  occur  to  you  at  the  time? 

Mr.  Smith.  No,  sir ;  not  a  particle. 

Mr.  Madison.  You  did  not  consider  that  ? 

Mr.  Smith.  Not  at  all. 

Mr.  Madison.  Did  you  care  anything  about  it  ? 

Mr.  Smith.  No;  we  did  not  consider  it.  We  did  not  think  any- 
thing of  the  kind.  All  we  thought  of  was  that  we  were  able  to  fur- 
nish employment  to  our  people. 

Mr.  'Madison.  It  is  now  1  o'clock,  Mr.  Chairman ;  I  do  not  care  to 
pursue  the  inquiry  further  at  this  time. 

The  Chairman.  Have  you  finished  your  questions,  Judge  Madison? 

Mr.  Madison.  Yes ;  I  believe  I  have. 

The  Chairman.  I  have  just  two  or  three  questions  to  ask,  and  I 
believe  I  will  ask  them  now,  so  we  may  excuse  Mr.  Smith  and  not 
bring  him  back  this  afternoon. 

I  understood  you  to  say,  Mr.  Smith,  that  you  did  not  believe  this 
beet-sugar  industry  could  get  along  without  the  tariff  ? 

Mr.  Smith.  No  ;  I  do  not  think  it  would  be  successful  without  pro- 
tection. 

The  Chairman.  What  was  the  exact  remark  you  made  on  that 
situation  ? 

Mr.  Smith.  I  could  not  tell  you. 

The  Chairman.  I  thought  you  said  it  would  be  pretty  hard  sled- 
ding. 

Mr.  Smith.  I  think  it  would,  yes ;  I  think  likely  it  would. 

The  Chairman.  Why  can't  you  get  along  without  the  tariff? 

Mr.  Smith.  I  think  if  the  sugar  was  cheaper  anywhere  else  they 
would  put  it  in  there  cheaper  than  we  could  produce  it. 

The  Chairman.  Therefore  the  people  who  bought  the  sugar  would 
get  it  cheaper? 

Mr.  Smith.  Yes;  but  those  who  put  their  money  into  the  business 
would  lose  their  money. 

The  Chairman.  Therefore  the  people  who  bought  the  sugar  would 
not  make  as  much  money  ? 

Mr.  Smith.  No  ;  they  would  not. 

The  Chairman.  And  might  lose  some  money? 

Mr.  Smith.  Yes. 

The  Chairman.  Just  in  order  to  understand  why  it  was  you  said 
that 

Mr.  Smith  (interrupting).  Let  me  supplement  that  by  saying  that 
the  great  industry  of  beet  raising  and  the  manufacture  of  sugar  in 
Utah  and  Idaho  would,  of  course,  cease. 

The  Chairman.  Yes? 

Mr.  Smith.  And  that  would  be  a  greater  calamity  far  than — ■ — 

The  Chairman.  Let  us  see  what  it  is.  You  have  $10,000,000  in- 
vested in.  your  company  ? 

Mr.  Smith.  Yes. 

The  Chairman.  That  is  the  principal  part  of  the  Utah-Idaho  in- 
dustry— beet  sugar.  You  have  evidenced  a  good  deal  of  breadth  of 
view  about  some  things,  Mr.  Smith.  Suppose  it  appeared  that  in 
oi-der  to  maintain  an  investment  of  $100,000,000  a  year  it  was  costing 
the  people  of  the  United  States,  who  did  not  get  the  local  benefits 
from  these  things,  more  than  the  total  amount  of  capital  every  year 
in  the  increased  price  of  sugar.    What  would  you  say  then? 
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Mr.  Smith.  I  do  not  know.  I  rather  think  I  am  in  favor  of  pro- 
tecting those  new  industries  that  give  to  the  people  employment 
and 

The  Chairman  (interrupting) .  I  am  very  much  interested  in  your 
views  along  that  line.    Ought  that  protection  to  be  perpetual  ? 

Mr.  Smith.  I  should  think  not,  if  the  sugar  raisers — that  is,  the 
beet  raisers  and  sugar  producers  in  Utah — can  reach  a  point  where 
they  can  produce  sugar  to  compete  with  free  sugar  brought  into  the 
country  from  Cuba  and  the  Islands,  the  Philippines,  and  other  coun- 
tries.   Then  I  do  not  think  we  would  need  any  protection. 

The  Chairman.  Do  you  think  unless  they  can  be  brought  to  that 
state  of  perfection  we  ought  to  try  to  maintain  them  at  all? 

Mr.  Smith.  How  is  that? 

The  Chairman.  Unless  there  is  some  prospect  that  the  advantages 
and  climate  and  soil  and  processes  of  manufacture  and  economy  in 
administration  will  finally  give  us  as  cheap  American  sugar  as  the 
world's  sugar,  ought  we  to  tax  our  people  unendingly  to  support  any 
industry  ? 

Mr.  Smith.  My  interests  in  the  matter  are  local,  and  I  would  like 
to  see  our  industry  prosper. 

The  Chairman.  Can  you  see  the  other  side  of  it,  too? 

Mr.  Smith.  I  would  like  to  see  our  industry  protected  until  we 
are  able  to  do  that. 

The  Chairman.  The  very  point  I  am  asking  you.  Do  you  see  any 
prospect,  any  reasonable  prospect,  that  they  will  ever  be  able  to  get 
along  without  that  protection? 

Mr.  Smith.  I  do  not  know,  I  am  sure ;  I  could  not  tell  you. 

The  Chairman.  Would  you  favor  continuing  to  protect  them  if 
they  gave  no  prospect  of  being  able  to  stand  alone? 

Mr.  Smith.  Those  are  political  views,  and  T  am  not  a  politician. 

The  Chairman.  You  have  given  us  broad  reasons  here  why  you 
favor  it — ^because  it  built  up  the  people  and  gave  them  employment. 
Don't  you  think  about  the  people  that  pay  the  bills  at  all? 

Mr.  Smith.  Oh,  yes. 

The  Chairman.  Can't  you  look  at  it  from  the  other  standpoint  a 
little?  Every  man  who  produces  anything  wants  to  get  the  best 
price  he  can  for  it. 

Mr.  Smith.  Yes. 

The  Chairman.  And  every  man  who  has  to  buy  that  thing  wants 
to  buy  it  as  cheaply  as  he  can. 

Mr.  Smith.  Yes. 

The  Chairman.  Then,  the  two  interests  are  never  capable  of 
entire  reconciliation,  are  they? 

Mr.  Smith.  I  suppose  not. 

The  Chairman.  Do  you  believe  the  Government  ought  to  be  run 
along  the  lines  of  looking  at  the  one  side  of  that  question  all  the  time 
and  neglecting  the  other? 

Mr.  Smith.  As  long  as  it  is  necessary. 

The  Chairman.  That  is  the  point.    When  will  it  ever  cease  being 

necessary  ? 

Mr.  Smith.  As  long  as  the  necessity  exists. 

The  Chairman.  Have  you  ever  seen  anybody  in  your  life  who  had 
an  ounce  of  protection  that  was  willing  to  give  it  up  because  it  was 
too  much,  or  for  any  other  reason  ? 
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Mr.  Smith.  I  am  not  versed  on  that  proposition. 

The  Chairman.  Something  has  been  said  about  water  in  this  Utah 
stock.  The  total  daily  slicing  capacity  of  these  six  factories— two  in 
Utah  and  four  in  Idaho — is  a  little  in  excess  of  5,000  tons  daily  of 
beets,  is  it  not? 

Mr.  Smith.  I  suppose  so. 

The  Chairman.  Something  like  that? 

Mr.  Smith.  If  you  have  jfigured  on  it — I  do  not  know. 

The  Chairman.  The  average  cost  of  a  concern  like  that  ought  to 
be  a  thousand  dollars  to  a  ton,  or  even  $1,200,  which  would  make  the 
total  real  investment  in  these  factories  between  $5,000,000  and 
$6,000,000,  would  it  not? 

Mr.  Smith.  If  you  have  figured  it? 

The  Chairman.  Do  you  know  whether  those  figures  are  accurate 
or  not,  that  I  have  just  given? 

Mr.  Smith.  I  could  not  tell  you. 

The  Chairman.  As  a  matter  of  fact,  don't  you  know  that  the  Bear 
Kiver  Water  Co.  was  purchased  by  this  sugar  concern  for  $250,000, 
and  some  money  spent  in  it,  and  that  it  was  put  into  this  corpora- 
tion at  a  capital  of  about  $3,000,000? 

Mr.  Smith.  No  ;  I  was  not  aware  of  that. 

The  Chairman.  Do  you  know  whether  that  is  true  or  not  ? 

Mr.  Smith.  No;  I  do  not. 

The  Chairman.  So,  therefore,  you  do  not  know  whether  there  is 
any  water  in  this  thing  or  not,  do  you  ? 

Mr.  Smith.  I  do  not.  I  think,  if  there  is,  it  is  hardly  enough  to 
moisten  it. 

The  Chairman.  $3,000,000  in  a  $10,000,000  corporation  would  be 
a  good  deal  of  moisture,  would  it  not,  even  for  your  Utah  climate? 

Mr.  Smith.  Yes ;  it  would  be.    The  Utah  climate  is  pretty  dry. 

The  Chairman.  I  say  that  would  be  a  good  deal  of  moisture  for 
the  Utah  climate,  would  it  not? 

Mr.  Smith.  Yes. 

The  Chairman.  $2,000,000  out  of  $10,000,000? 

Mr.  Smith.  Maj.  Young,  I  presume,  could  answer  those  questions. 

The  Chairman.  What  I  am  trying  to  get  at  is  this:  You  have 
expressed  to  the  committee  the  opinion  that  there  was  no  water  in  this 
stock,  have  you  not? 

Mr.  Smith.  So  far  as  I  know ;  I  know  nothing  about  anything  of 
that  sort. 

The  Chairman.  In  that  opinion  which  you  have  expressed,  did  you 
consider  the  Bear  Eiver  Water  Co.  ? 

Mr.  Simith.  I  did  not  take  that  into  consideration  at  all. 

The  Chairman.  You  did  not  take  that  into  consideration? 

Mr.  Smith.  No,  sir. 

The  Chairman.  That  is  all  I  want  to  ask.  Gentlemen,  if  there  are 
any  other  questions 

Mr.  Raker.  Mr.  Young  will  have  these  tabulated  statements  sent 
to  the  committee  ? 

Mr.  Smith.  Yes. 

The  Chairman.  The  committee  excuses  you,  Mr.  Smith,  with  its 
thanks  for  your  attendance  and  your  courteous  replies. 

The  committee  will  now  take  a  recess  until  half  past  2  o'clock. 

(Thereupon,  at  1.10  o'clock  p.  m..  the  committee  took  a  recess  until 
2.30  o'clock  p.  m.) 
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AFTER  RECESS. 


Tuesday,  June  27,  1911. 
The  committee  reconvened,  pursuant  to  the  taking  of  recess,  at 
2.30  o'clock  p.  m.,  Hon.  Thomas  W.  Hardwick  (chairman)  presiding. 

TESTIMONY  OF  CHARLES  W.  NIBLEY. 

(The  witness  was  sworn  by  the  chairman.) 

The  Chairman.  Gentlemen,  before  this  examination  begins  let  me 
ask  the  committee,  as  a  personal  favor,  to  try  and  avoid  duplications 
as  much  as  possible.  We  have  a  number  of  witnesses  here  from  a  dis- 
tance waiting  to  be  heard,  and  while  I  want  every  member  of  the 
committee  to  get  all  the  information  he  desires,  let  us  try  to  avoid 
duplications  as  much  as  we  can.  Try  not  to  go  over  all  the  ground 
that  has  been  covered  by  other  witnesses  who  apparently  know  it 
better.    Mr.  Hinds,  will  you  examine  this  witness  for  the  committee  ? 

Mr.  Hinds.  Will  you  please  state  your  name  ? 

Mr.  NiBLEY.  Charles  W.  Nibley. 

Mr.  Hinds.  And  your  residence? 

Mr.  Nibley.  Salt  Lake  City. 

Mr.  Hinds.  And  your  occupation,  so  far  as  it  relates  to  our  in- 
quiry ? 

Mr.  Nibley.  I  am  a  director  of  the  Utah-Idaho  Sugar  Co. 

Mr.  Hinds.  The  same  company  that  Mr.  Smith  is  president  of  ? 

Mr.  Nibley.  Yes. 

Mr.  Hinds.  Are  you  connected  with  the  Lewiston  factory  ? 

Mr.  Nibley.  Not  now. 

Mr.  Hinds.  Not  now  ? 

Mr.  Nibley.  No,  sir ;  I  sold  what  stock  I  had  in  that  company. 

Mr.  Hinds.  How  long  ago? 

Mr.  Nibley.  About  two  years  ago  I  sold  most  of  it,  and  then  what 
little  I  had  left  I  sold  about  six  months  ago. 

Mr.  Hinds.  Is  that  company  managed  by  the  Utah-Idaho  Co.  ? 

Mr.  Nibley.  No,  sir. 

Mr.  Hinds.  That  is  a  separate  and  distinct  company  either  from 
thet  Utah- Idaho  or  from  the  Amalgamated  ? 

Mr.  Nibley.  The  Lewiston  Sugar  Co.  is  a  company  not  controlled 
by  the  trust  people  or  the  eastern  people.  It  is  controlled  chiefly  by 
Mr.  Eccles. 

Mr.  Hinds.  Were  you  one  of  the  founders  of  that  company? 

Mr.  Nibley.  Yes. 

Mr.  Hinds.  That  was  incorporated  when? 

Mr.  Nibley.  In  1903. 

Mr.  Hinds.  And  what  was  the  capital  stock  ? 

Mr.  Nibley.  I  think  it  was  $500,000.    Now  it  might  be  $600,000. 

Mr.  Hinds.  Or  a  million? 

Mr.  Nibley.  We  might  have  incorporated  for  a  million.  I  think 
we  did.  I  think  we  paid  in  $500,000  and  issued  $500,000  of  the 
stock,  and  no  more. 

Mr.  Hinds.  Five  hundred  thousand  dollars  of  the  stock  ? 

Mr.  Nibley.  Yes. 

Mr.  Hinds.  And  your  associates  in  that  factory  were  whom? 
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Mr.  NiBLEY.  Mr.  Eccles  a  little  later,  after  we  got  the  corporation 
started,  came  in.  There  were  quite  a  few  others,  farmers  and  others 
in  that  section,  who  were  interested  in  it. 

Mr.  Hinds.  And  where  was  your  factory? 

Mr.  Nbbley.  At  Lewiston,  Utah. 

Mr.  Hinds.  In  Utah.    And  that  factory  was  actually  erected? 

Mr.  NiBLEY.  Yes,  sir;  it  is  running  now. 

Mr.  Hinds.  It  is  running  now  ? 

Mr.  NiBLEY.  Yes. 

Mr.  Hinds.  Did  you  about  1903  have  any  negotiations  for  the 
sale  or  transference  of  the  business  or  the  stock  in  it  ? 

Mr.  NiBLEY.  Yes.  I  came  East  with  Mr.  Cutler  about  that  time, 
and  we  had  a  conversation  with  Mr.  Havemeyer,  who  had  previously 
bought  stock  in  both  the  Utah-Idaho  and  the  Amalgamated  com- 
panies. 

Mr.  Hinds.  Yes. 

Mr.  NiBLEY.  And  I  offered  to  let  him  have  stock  in  this  company 
which  we  had  just  organized,  and  the  factory,  of  course,  was  not 
then  built. 

Mr.  Hinds.  The  factory  was  not  then  built,  in  1903  ? 

Mr.  NiBLEY.  No. 

Mr.  Hinds.  And  what  was  the  result  of  that  meeting  ? 

Mr.  NiBLEY.  The  result,  finally,  was  that  Mr.  Eccles  bought  most 
of  the  stock  that  I  had,  so  that  he  and  what  he  sold  to  Mr.  Have- 
meyer controlled. 

Mr.  Hinds.  Do  you  know  the  proportions? 

Mr.  NiBLEY.  The  trust  people  hold,  or  did  a  few  months  ago  when 
I  was  in  the  company,  37J  per  cent  of  the  whole. 

Mr.  Hinds.  37|  per  cent. 

Mr.  NiBLEY.  That  would  be  0.375. 

Mr.  Hinds.  Yes.    And  how  much  did  Mr.  Eccles  hold  ? 

Mr.  NiBLEY.  I  think  now  he  holds  pretty  nearly  50  per  cent  of  the 
whole  thing. 

Mr.  Hinds.  So  that  the  American  Sugar  Refining  Co.  does  not  con- 
trol that  company;  it  does  not  have  an  absolute  control  of  that  com- 
pany? 

Mr.  NiBLEY.  No,  sir;  never  has  had. 

Mr.  Hinds.  Never  has  been  in  control  ? 

Mr.  NiBLEY.  No,  sir ;  never  has  been. 

Mr.  Hinds.  But  it  did  control  in  conjunction  with  Mr.  Eccles? 

Mr.  NiBLEY.  Oh,  yes. 

Mr.  Hinds.  And  Mr.  Eccles  and  the  American  Sugar  Refining 
Co.  were  together  the  larger  part  of  the  stockholders  ? 

Mr.  NiBLEY.  Yes. 

Mr.  Hinds.  And  held  the  largest  part  of  the  stock? 

Mr.  NiBLEY.  Yes. 

Mr.  Hinds.  About  what  time  did  that  transfer  take  place  ? 

Mr.  NiBLEY.  Which  transfer  do  you  refer  to  ? 

Mr.  Hinds.  The  actual  transfer  of  stock  to  the  sugar  company  and 
to  Mr.  Eccles  ? 

Mr.  NiBLEY.  From  my  company,  that  I  incorporated,  to  Mr. 
Eccles? 

Mr.  Hinds.  Yes. 
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Mr.  NiBLEY.  About  1904 ;  I  think  about  a  year  after  we  organized. 

Mr.  Hinds.  Before  your  factory  was  built  ? 

Mr.  Neblet.  Yes ;  maybe  eight  months  or  a  year. 

Mr.  Hinds.  What  caused  the  delay  in  building  that  factory  and 
getting  your  business  started? 

Mr.  NiBLET.  It  is  more  or  less  of  a  long  story.  Mr.  Eccles  and  I 
had  a  little  jangle  in  our  business,  and  we  were  sparring  for  time,  I 
guess,  as  much  as  anything. 

Mr.  Hinds.  You  had  seen  Mr.  Havemeyer  before  this? 

Mr.  NiBLEY.  Yes. 

Mr.  Hinds.  Was  he  cognizant  of  that  jangling? 

Mr.  NiBLEY.  Not  at  the  time ;  no  sir ;  not  when  I  saw  him. 

Mr.  Hinds.  Can  you  tell  me  what  that  difference  between  your- 
self and  Mr.  Eccles  centered  about  ? 

Mr.  NiBLEY.  One  of  the  Amalgamated  factories  is  located  at  Logan, 
Utah,  within  20  miles  of  Lewiston,  and  Mr.  Eccles  thought  I  was 
taking  an  unfair  advantage  of  him  in  trying  to  locate  a  factory  at 
Lewiston,  in  that  there  would  not  be  beets  for  the  two  factories,  and 
it  ci:eated  a  little  friction  between  us,  which  was  all  gotten  over. 

Mr.  Hinds.  Mr.  Eccles  was  at  that  time  interested  in  the  Amal- 
gamated ? 

Mr.  NiBMiY.  Yes ;  and  I  was  mj^self  in  the  beginning. 

Mr.  Hinds.  And  was  the  American  Sugar  Refining  Co.  interested 
in  that  also  ? 

Mr.  NiBUEY.  Yes. 

Mr.  Hinds.  At  this  time? 

Mr.  NiBLiEY.  Yes. 

Mr.  Hinds.  They  had  already  come  in  when  you  started  out  to 
organize  the  Lewiston  Co.  ? 

Mr.  NiBLBY.  Yes;  and  Mr.  Eccles  and  the  others  thought  it  was 
not  quite  fair  in  those  eastern  interests,  also. 

Mr.  Hinds.  Had  you  withdrawn  from  the  amalgamated  at  that 
time,  when  you  started  out  to  organize  the  Lewiston  ? 

Mr.  NiBLEY.  No,  sir ;  not  wholly. 

Mr.  Hinds.  To  what  extent  had  you  been  concerned  in  the  amal- 
gamated ? 

Mr.  NiBLEY.  Oh,  I  had  upwards  of  what  equalled  something  over 
$200,000  in  money. 

Mr.  Hinds.  In  the  Amalgamated? 

Mr.  NiBLEY.  Yes. 

Mr.  Hinds.  As  stock? 

Mr.  NiBLEY.  No;  the  stock  was  worth  more  than  par  when  we  sold 
out  all  the  stock  to  the  sugar  people. 

Mr.  Hinds.  In  other  words,  you  and  Mr.  Eccles  were  in  the  Amal- 
gamated Co.,  in  the  prosperous  prosecution  of  the  sugar  business, 
when  the  American  Sugar  Refining  Co.  people  came  into  that  field? 

Mr.  NiBLEY.  Yes. 

Mr.  Hinds.  And  they  bought  out  a  part  of  your  interest  in  the 
Amalgamated  ? 

Mr.  NiBLEY.  Yes: 

Mr.  Hinds.  To  what  extent  did  they  take  an  interest  in  the 
Amalgamated  ? 

Mr.  NiBLEY.  Fifty  per  cent. 
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Mr.  Hinds.  They  took  an  absolute  50  per  cent. 

Mr.  NiBLEY.  Yes. 

Mr.  Hinds.  That  is,  you  sold  the  larger  part  of  your  stock  ? 

Mr.  NiBLEY.  Each  of  the  stockholders  was  mven  the  opportunity 
to  sell  one-half  of  his  stock  if  he  choose,  which  I  did. 

Mr.  Hinds.  Which  you  did ;  so  that  that  left  you  with  $100,000 
in  value? 

Mr.  NiBLEY.  Substantially  that. 

Mr.  Hinds.  After  the  sugar  people  were  brought  in  was  your 
stock  worth  as  much  ? 

Mr.  NiBLEY.  Oh,  no.  Just  allow  me,  there;  you  ask  was  it  worth 
as  much. 

Mr.  Hinds.  It  was  worth  as  much,  but  would  it  bring  as  much? 
I  will  modify  my  question. 

Mr.  NiBLEY.  You  mean  to  say,  after  they  had  paid  me  for  half 
of  the  stock,  was  the  other  stock  worth  just  as  much  as  the  two 
halves  ? 

Mr.  Hinds.  Yes. 

Mr.  NiBLEY.  No. 

Mr.  Hinds.  In  other  words,  it  would  not  bring  as  much  ? 

Mr.  NiBLEY.  Yes. 

Mr.  Hinds.  In  other  words,  the  sugar  people  paid  you  a  consider- 
able bonus  for  your  stock  ? 

Mr.  NiBLEY.  Yes. 

Mr.  Hinds.  I  do  not  want  to  pry  into  a  pure  matter  of  business, 
and  against  your  objection  I  will  not  ask  you  how  much  bonus,  if 
you  object  to  stating  it ;  but  I  would  like  to  have  it. 

Mr.  NiBLEY.  I  think  we  got,  as  near  as  I  can  recall,  very  nearly 
two  for  one. 

Mr.  Hinds.  Very  nearly  two  for  one.  That  is,  for  $100,000  par 
value  you  were  to  get  $200,000  ? 

Mr.  NiBLEY.  Yes;  or  $100,000  in  cash,  and  to  have  that  much  left. 

Mr.  Hinds.  How  much  dividend  had  been  paid  by  the  Amalga- 
mated stock  at  that  time? 

Mr.  NiBLEY.  They  were  paying  6  per  cent,  as  I  recollect. 

Mr.  Hinds.  They  were  paying  6  per  cent? 

Mr.  NiBLEY.  Per  annum,  or  IJ  per  cent  a  quarter. 

Mr.  Hinds.  How  long  had  they  paid  that  ? 

Mr.  NiBLEY.  The  Amalgamated  factories  were  built,  two  of  them, 
in  1898,  and  this  sale  occurred  in  about  1902.  That  would  leave  four 
years. 

Mr.  Hinds.  Four  years? 

Mr.  NiBLBY.  Yes;  and  then  there  was  a  third  one  built  at  Logan 
in  1900. 

Mr.  Hinds.  That  would  be  a  period  of  about  four  years  that  the 
Amalgamated  had  been  in  practical  operation  in  the  sugar  business? 

Mr.  NiBLEY.  Yes. 

Mr.  Hinds.  Had  it  paid  the  dividends  every  year  of  that  time  ? 

Mr.  NiBLEY.  I  think  it  did.  As  near  as  I  can  recall  now,  I  think 
so.  I  am  not  quite  sure.  It  might  not  have  done  so  the  first  year, 
but  I  rather  think  it  did. 

Mr.  Hinds.  How  do  you  account  for  the  rapid  success  of  the 
Amalgamated  as  a  dividend  payer? 
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Mr.  NiBLEY.  Well,  the  factories  were  built  cheaply — very  cheaply. 
Mr.  Eccles  is  a  good  builder  and  a  good  manager,  and  the  stock  was 
kept  low,  there  was  not  any  water  in  it ;  and  they  happened  to  get  a 
good  supply  of  beets  those  two  or  three  years,  and  the  price  of  sugar 
happened  to  be  fairly  good  those  years. 

Mr.  Hinds.  Yes ;  so  that  you  paid  that  dividend.  What  was  your 
capitalization  ? 

Mr.  NiBLET.  Each  of  those  factories  was  separately  capitalized, 
one  at  Ogden,  one  at  La  Grande,  Oreg.,  and  one  at  Logan.  They 
were  three  separate  companies  which  were  afterwards  in  the  Amal- 
gamated Sugar  Co.  when  the  trust  bought  them  in. 

Mr.  Hinds.  Yes.  Can  you  give  a  rough  idea  of  what  their  com- 
bined capital  was? 

Mr.  NiBLEY.  I.  should  think  about  $500,000  to  $600,000  each, 

Mr.  Hinds.  How  much  would  that  be  for  all  ? 

Mr.  NiBLEY.  That  would  be  a  million  and  a  half  for  the  three 
factories. 

Mr.  Hinds.  A  million  and  a  half  for  all? 

Mr.  NiBLEY.  Yes ;  as  near  as  I  can  recall. 

Mr.  Hinds.  When  those  factories  went  into  the  Amalgamated 
they  were  capitalized  at  $4,000,000? 

Mr.  NiBLEY.  Yes ;  I  think  that  is  right. 

Mr.  Hinds.  Yes.  That  is,  the  three  that  had  been  worth  a  mil- 
lion and  a  half? 

Mr.  NiBLEY.  That  had  cost  a  million  and  a  half;  and  then  they 
had  whatever  reserve  they  had  made  during  the  four  years  of 
operation. 

Mr.  Hinds.  Had  those  gone  into  the  Amalgamated  at  the  time 
you  sold  out  to  the  American  Sugar  Refining  Co.  ? 

Mr.  NiBLEY.  No.  The  Amalgamated  was  created  at  the  time  of 
the  selling  out. 

Mr.  Hinds.  At  the  time  of  the  sales  of  the  American  Sugar  Re- 
fining Co.? 

Mr.  NiBLEY.  One  and  the  same  thing. 

Mr.  Hinds.  So  that  for  a  business  that  was  paying  6  per  cent  on 
a  fair  capitalization,  a  capitalization  that  represented  actual  value, 
the  American  people— and  by  that  I  mean  the  Havemeyers  and  the 
trust — were  ready  to  pay  two  for  one? 

Mr.  NiBLEY.  They  did  pay,  yes,  sir. 

Mr.  Hinds.  They  paid  two  for  one? 

Mr.  NiBLEY.  Yes ;  substantially  that. 

Mr.  Hinds.  For  your  holdings? 

Mr.  NiBLEY.  Yes,  sir.  .  ,■   ■  i     j 

Mr.  Hinds.  Mr.  Nibley,  have  those  companies  made  a  dividend 
on  that  basis  equal  to  6  per  cent  since ;  two  for  one? 

Mr.  NiBLEY.  After  the  first  year  or  so  I  think  they  did,  right 

along. 

Mr.  Hinds.  They  did? 

Mr.  NiBLEY.  Yes.  •,     ..u        -n-  -P 

Mr.  Hinds.  So  that  to  what  would  you  ascribe  the  wiUingness  of 
Mr.  Havemeyer  to  pay  that  much  bonus? 

Mr  Nibley.  I  think  the  fact  that  they  could  be  made  to  produce 
a  reasonable  profit  on  that  capitalization;  that  is  what  I  should 
ascribe  it  to. 
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Mr.  Hinds.  Did  you  discover  any  other  motive  at  that  time? 

Mr.  NiBLET.  None. 

Mr.  Hinds.  Just  a  business  investment? 

Mr.  NiBLET.  Simply  a  business  investment. 

Mr.  Hinds.  Would  you  think  that  a  man  would  come  from  New 
York  and  pay  two  for  one  for  a  6  per  cent  stock  without  any  other 
object  than  making  a  prosperous  business  out  of  it? 

Mr.  NiBLEY.  Yes;  if  he  thought  that  it  would  pay  on  that  basis, 
he  would,  of  course.  I  do  not  know  what  was  in  Mr.  Havemeyer's 
mind.  He  is  dead  now  and  I  can  not  ask  him ;  but  I  fancy  that  he 
thought  that  the  beet-sugar  industry  was  going  to  be  very  much 
more  extensive  than  what  it  will  ever  prove  to  be.  We  all  did.  We 
thought  all  we  had  to  do  was  to  multiply  factories,  and  every  loca- 
tion was  a  good  location.  We  have  found  out  to  our  sorrow,  since 
then,  that  we  were  very  much  mistaken,  and  he  also  was  very  much 
mistaken. 

Mr.  Hinds.  In  other  words,  you  think  that  he,  good  business  man 
though  he  was,  was  swept  off  his  feet  by  a  prevailing  idea  ? 

Mr.  NiBLEY.  I  do. 

Mr.  Hinds.  Well,  to  get  back  to  the  line  that  we  started  out  on: 
After  you  had  sold  out  to  the  Sugar  Refining  Co.,  did  you  retire 
from  active  participation  in  the  affairs  of  the  Amalgamated? 

Mr.  NiBLEY.  No ;  I  was  one  of  the  directors  until  I  organized  the 
Lewiston  Sugar  Co. 

Mr.  Hinds.  The  Lewiston  Sugar  Co.  ? 

Mr.  NiBLEY.  Yes ;  and  then  I  was  dropped  from  their  board. 

Mr.  Hinds.  Did  they  drop  you  because  you  had  organized  the 
Lewiston  Co.? 

Mr.  NiBLEY.  I  assume  that  to  be  the  reason. 

Mr.  Hinds.  In  other  words,  it  made  strained  relations  with  your 
old  associates? 

Mr.  NiBLEY.  Yes. 

Mr.  Hinds.  Why  did  it  trouble  them? 

Mr.  NiBLEY.  Well,  as  I  told  you,  Mr.  Eccles  was  of  the  opinion 
that,  locating  a  factory  so  near  to  the  one  already  built,  there  were 
not  people  enough  to  grow  the  beets  for  the  two  factories. 

Mr.  Malby.  How  near  was  it? 

Mr.  NiBLEY.  Twenty  miles.     No;  18  miles. 

Mr.  Hinds.  Eighteen  miles  from  one  to  the  other  ? 

Mr.  NiBLEY.  From  the  Logan  factory  to  the  Lewiston  factory. 

Mr.  Hinds.  The  Logan  factory  was  in  the  Amalgamated  ? 

Mr.  NiBLEY.  Yes. 

Mr.  Hinds.  How  much  did  you  say  the  capital  stock  of  the  new 
Lewiston  factory  was  at  the  time  of  organization  ? 

Mr.  NiBLEY.  I  think  it  was  incorporated  for  $1,000,000;  and  as  I 
remember  now  $600,000  or  $606,000  was  actually  paid  in. 

Mr.  Hinds.  Who  were  the  large  holders?     You  were  one? 

Mr.  NiBLEY.  Yes;  I  was  one.  I  sold  to  Mr.  Eccles,  or  myself  and 
a  few  friends  sold  to  Mr.  Eccles,  three-fourths,  and  we  retained  one- 
fourth. 

Mr.  Hinds.  "\¥hat  I  wanted  to  get  at  was,  at  the  point  at  which 
you  organized  this  company  when  you  were  in  antagonism  to  Mr. 
Eccles  and  his  associates,  who  started  with  you  then? 

Mr.  NiBLEY.  There  were  a  dozen  different  local  people  in  a  small 
way.     I  was  the  chief  stockholder. 
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Mr.  Hinds.  You  say  you  paid  in  about  $600,000  of  that  capital  ? 
Mr.  NrBijiY.  That  was  after  the  deal  with  Mr.  Eccles.    We  did 
not  really  build  the  factory  until  he  was  one  of  the  parties. 

Mr.  Hinds.  How  much  in  the  way  of  incorporating  and  actually 
gathering  funds  did  you  do  ? 

Mr.  NiBtET.  The  law  of  Utah  requires  10  per  cent  to  be  paid  in 
when  you  incorporate. 

Mr.  Hinds.  Yes. 

Mr.  NiBLEY.  We  paid  that  in,  and  then  we  bought  probably 
$100,000  worth  of  farm  lands  around  there,  at  different  places,  to 
raise  beets  in  case  we  had  to  ourselves.  He  did  not  know  but  what 
we  would  have  to. 

Mr.  Hinds.  In  other  words,  you  established  the  outward  para- 
phernalia of  a  beet-sugar  enterprise  ? 

Mr.  NiBMiT.  Exactly. 

Mr.  Hinds.  And  how  long  had  that  been  established  before  you 
began  to  hear  from  Mr.  Eccles  and  the  American  Co.  ? 

Mr.  NiBLET.  I  did  not  hear  much  from  the  American  Co.  I  heard 
from  Mr.  Eccles. 

Mr.  Hinds.  You  heard  from  him  ? 

Mr.  NiBuiY.  Yes. 

Mr.  Hinds.  Did  he  approach  you,  or  did  you  approach  him? 

Mr.  NiBtEY.  No;  I  yould  not  say.  I  think  that  Judge  Rolapp, 
who  is  secretary  of  his  company,  was  the  one  that  came  to  me.  He 
was  the  secretary  of  the  Amalgamated  Co. 

Mr.  Hinds.  Yes ;  and  what  was  his  message  or  mission  ? 

Mr.  NiBLEY.  That  they  would  be  willing  to  buy  part  of  our  stock  if 
we  were  willing  to  sell  it,  which  we  did  without  any  profit  whatever. 

Mr.  Hinds.  Without  any  profit  to  yourselves  ? 

Mr.  NiBLEY.  Without  any  profit  whatever. 

Mr.  Hinds.  That  is,  your  stock  then  issued  would  cover  that 
$100,000  worth  of  land  only,  I  suppose  ?      .     .      . 

Mr.  NiBMiY.  Yes;  and  what  we  had  paid  in,  in  the  treasury,  for 
incorporation,  $150,000  or  $200,000,  probably. 

Mr.  Hinds.  They  took  a  portion  of  it  off  your  hands  ? 

Mr.  NiBLEY.  Three-fourths  of  it. 

Mr.  Hinds.  Three-fourths  of  it,  leaving  you  one-fourth  ? 

Mr.  NiBLEY.  Yes. 

Mr.  Hinds.  Did  what  they  paid  for  the  three-fourths  make  up  to 
you  for  all  you  had  expended? 

Mr.  NiBLEY.  Oh,  yes ;  without  any  profit,  I  say.  They  put  in  dol- 
lar for  dollar. 

Mr.  Hinds.  After  you  had  sold  to  them  you  still  had  a  bonus  of 
one- fourth  of  the  stock,  did  you? 

Mr.  NiBLEY.  No  bonus.     I  had  paid  for  that  fourth,  dollar  for 

dollar.  .      n    ,      o 

Mr.  Hinds.  Dollar  for  dollar,  and  you  retamed  that? 

Mr.  NiBLEY.  Just  retained  it. 

Mr.  Hinds.  You  retained  it?  Was  there  any  effort  on  their  part 
to  prevent  you  from  going  ahead  with  the  erection  of  your  factory 
before  they  had  bought  you  out?  .     ,        \^  _^ 

Mr.  NiBLEY.  I  can  not  say  that  there  was  any  particular  effort. 
Of  course  they  did  not  like  it,  for  the  reasons  that  I  have  stated. 
■    Mr.  Hinds.  Did  any  writings  pass  between  you  as  to  what  yoii 
should  do  about  starting  your  factories? 
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Mr.  NiBLEY.  Between  whom? 

Mr.  Hinds.  Yourself  and  Mr.  Eccles? 

Mr.  NiBLET.  No. 

Mr.  Hinds.  Was  there  any  agreement  made  whereby  you  were  to 
hold  back  in  the  erection  of  your  proposed  factory  ? 

Mr.  NiBLBY.  When  I  turned  over  three- fourths,  or  when  we  turned 
over  three-fourths  of  the  stock,  I  knew  it  did  not  need  any  agree- 
ment.    He  could  do  what  he  liked. 

Mr.  Hinds.  No  ;  but  I  mean  before  that. 

Mr.  NiBLEY.  No,  sir ;  there  was  not. 

Mr.  Hinds.  Between  the  time  of  your  organizing  and  that  time  ? 

Mr.  NiBLEY.  No,  sir. 

Mr.  Hinds.  There  was  nothing  of  that  sort? 

Mr.  NiBLEY.  No,  sir. 

Mr.  Hinds.  At  what  date  did  you  turn  over  three-fourths  of  the 
stock? 

Mr.  NiBOiY.  We  organized,  as  I  recall,  in  1903.  That  would  be 
early  in  1904. 

Mr.  Hinds.  Early  in  1904? 

Mr.  NiBLEY.  Now,  that  is  all  from  memory.  I  would  have  to 
verify  the  dates,  but  that  is  substantially  correct. 

Mr.  Hinds.  When  did  the  Lewiston  factory  start  out  ? 

Mr.  NiBLEY.  I  think  in  1905  or  the  summer  of  1906.  I  am  not  sure 
which. 

Mr.  Hinds.  1905  or  1906.  Have  you  any  idea  what  caused  the 
delay  in  building  the  factory  and  getting  it  in  operation  ? 

Mr.  NiBLEY.  Well,  there  was  a  delay  of  one  year  to  get  people  in  to 
raise  beets  for  Mr.  Eccles,  as  he  put  it,  which  was  very  good  business 
policy,  as  I  considered,  because  we  were  probably  a  little  premature. 

Mr.  Hinds.  When  Mr.  Eccles  sought  you  out,  or  had  this  estrange- 
ment with  you,  if  that  is  not  too  strong  a  word 

Mr.  NiBLEY.  Yes. 

Mr.  Hinds  (continuing).  He  was  afraid  that  a  beet-sugar  factory 
so  near  as  20  miles  fromthe  Logan  factory  would  interfere  with  the 
business  of  the  Logan  factory,  I  presume? 

Mr.  NiBLEY.  Yes. 

Mr.  Hinds.  If  that  was  the  case,  how  do  you  account  for  his  start- 
ing in,  when  he  controlled  the  corporation,  and  building  a  factory  ? 

Mr.  NiBLEY.  He  took  two  years — a  year  and  a  half  or  such  a  mat- 
ter— to  get  tracts  and  to  get  farms  prepared  to  get  beets,  so  that  when 
he  got  it  just  right  he  went  ahead ;  when  he  got  it  to  his  own  way  of 
thinking,  he  went  ahead. 

Mr.  Hinds.  The  factory  would  not  have  taken  any  more  beets  or 
produced  any  more  sugar  if  you  had  gone  ahead  and  done  that  in- 
stead of  Mr.  Eccles,  would  it? 

Mr.  NiBLEY.  I  do  not  think  we  would  have  had  as  many  beets, 
starting  right  out.     I  am  sure  we  would  not. 

Mr.  Hinds.  In  other  words,  it  would  not  have  been  so  effective  a 
competition,  so  far  as  production  is  concerned  ? 

Mr.  NiBLEY.  Well,  I  say  it  took  a  year  and  a  half  to  prepare  things, 
to  get  sufficient  beets  arranged  for,  to  run  a  factory  as  successfully  as 
that  has  been.    We  could  not  have  got  that  the  first  season,  you  see. 

Mr.  Hinds.  What  I  want  to  get  at  is  why  two  factories  in  that 
limited  area  should  have  been  so  objectionable,  when  you  and  your 
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associates  were  proposing  to  run  one,  and  so  little  objectionable  after 
they  had  bought  you  out  and  controlled  both. 

Mr.  NiBLEY.  I  have  stated  as  clearly  as  I  can  that  if  you  will  take 
time — a  year  and  a  half  or  two  years — before  you  get  the  families 
in,  and  they  agree  to  raise  the  beets,  you  may  get  beets  in  two  years 
where  you  do  not  get  them  now. 

Mr.  Hinds.  In  other  words,  they  were  afraid  that  if  you  started 
right  in  you  would  trench  upon  the  established  beet-raising  plants  in 
that  neighborhood? 

Mr.  NiBtET.  Exactly  so. 

Mr.  Hinds.  And  if  they  controlled  it  they  could  take  their  time 
and  establish  new  ones  on  the  competitive  plan? 

Mr.  NiBLEY.  Yes. 

Mr.  Hinds.  Has  the  Lewiston  factory  been  profitable? 

Mr.  NiBLEY.  Yes. 

Mr.  Hinds.  It  has  been? 

Mr.  NiBLEY.  Yes. 

Mr.  Hinds.  Take  the  Amalgamated  and  the  Lewiston  together,  do 
they  own  much  land  and  raise  many  beets  on  their  own  land  ? 

Mr.  NiBLEY.  Not  very  much.  I  think  they  have  sold  most  of  their 
farms. 

Mr.  Hinds.  They  did  at  one  time  own  them  ? 

Mr.  NiBLEY.  Yes.     It  is  not  profitable  to  own  land  and  hire. 

Mr.  Hinds.  It  is  not? 

Mr.  NiBLEY.  As  a  rule,  it  is  not.  If  you  have  ever  tried  farming, 
you  will  find  it  is  not. 

Mr.  Hinds.  I  have  farmed  in  various  places. 

Mr.  NiBLEY.  If  you  plow  yourself,  it  may  be  all  right ;  if  you  hire 
the  plowmen,  it  generally  eats  up  the  profit. 

Mr.  Hinds.  I  believe  there  is  an  old  couplet — 

He  who  would  by  farming  thrive 
Must  either  hold  the  plow  or  drive. 

Mr.  NiBLEY.  Yes. 

Mr.  Hinds.  That  is  true  of  the  sugar  business  in  Utah,  is  it  ? 

Mr.  NiBLEY.  It  is  true  everywhere;  yes. 

Mr.  Hinds.  Then,  most  of  your  sugar-beet  raising  in  your  part  of 
Utah,  where  your  factories  are  the  Amalgamated  and  the  Lewiston, 
is  by  the  farmers  themselves  raising  the  beets  ? 

Mr.  NiBLEY.  Yes. 

Mr.  Hinds.  What  labor  do  they  employ? 

Mr.  NiBLEY.  The  greatest  part  of  the  labor  in  beet  raising,  as,  I 
suppose,  has  been  explained  here,  is  in  the  thinning  of  the  beets.  That 
is  the  most  particular  labor,  and  children  can  do  that  just  as  well  as 
anybody;  and  the  children  are  generally  out  of  school  in  June,  and 
they  will  go  extensively  in  droves,  you  might  say,  into  these  beet- 
thinning  fields  and  make  good  wages  for  several  weeks.  The  thin- 
ning of  the  beets  is  oyer  in  two  or  three  weeks,  you  know— three  or 

four  weeks.  ,t-    n  i        i 

Mr.  Hinds.  There  are  not  many  Japanese  or  Hindoos  employed  on 

those  lands? 

Mr.  NiBLEY.  No,  sir. 

Mr.  Hinds.  Are  your  farmers  mostly  Mormons? 

Mr.  NiBLBY.  Yes. 
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Mr.  Hinds.  You  are  under  the  same  conditions  in  that  respect  as 
were  testified  to  by  President  Smith  to-day? 

Mr.  NiBLET.  Exactly. 

Mr.  Hinds.  I  suppose  that  being  mostly  farm  labor,  there  is  no 
fixed  standard  of  wages? 

Mr.  NiBLBT.  No ;  there  can  not  be. 

Mr.  Hinds.  Are  you  conscious  of  being  at  any  disadvantage  in 
competition  with  those  beet-sugar  factories  which  are  to  some  extent 
supplied  by  beets  raised  with  Japanese  labor? 

Mr.  NiBLEY.  I  do  not  think  that  there  is  any  disadvantage. 

Mr.  Hinds.  You  have  not  discovered  that.  Are  there  any  near 
you  that  are  supplied  with  beets  so  raised  ? 

Mr.  NiBLET.  Yes;  some  of  the  Amalgamated  farms  are  leased  or 
farmed  by  Japanese  labor. 

Mr.  Hinds.  Some  of  the  Amalgamated? 

Mr.  NiBLEY.  Farms. 

Mr.  Hinds.  That  company  in  which  you  are  interested? 

Mr.  NiBLEY.  I  mean  the  Utah-Idaho. 

Mr.  Hinds.  The  Utah-Idaho? 

Mr.  NiBLEY.  Yes. 

Mr.  Hinds.  Some  of  them? 

Mr.  NiBLET.  Some  of  their  farms  are  farmed  by  Japanese  labor; 
but,  I  think,  it  costs  them  fully  as  much  or  more  to  hire  labor  that 
way  and  to  pay  for  beets  as  it  does  to  contract  with  farmers  to  pro- 
duce beets.  There  may  be  some  of  their  farms  that  pay  higher  for 
lease  and  take  for  the  rent  so  many  beets,  or  so  many  tons  of  beets. 
There  may  be  that.  That  would  not  cut  much  figure  that  way.  But, 
I  thinli:,  on  the  whole,  we  are  at  no  disadvantage  in  competing  with 
that  labor,  so  far  as  I  know. 

Mr.  Hinds.  So  that  the  Lewiston  Co.  is  under  the  control  of  and 
3  part  of  the  Amalgamated.    Am  I  right  in  that? 

Mr.  NiBLEY.  No;  it  never  has  been  taken  in. 

Mr.  Hinds.  It  never  has? 

Mr.  NiELEY.  It  never  has. 

Mr.  Hinds.  It  is  part  of  it  only  in  the  sense  that  the  same 
people 

Mr.  NiBLEY.  The  same  people  control;  but  it  has  this  distinction, 
that  it  is  the  only  one  of  those  factories  in  which  the  trust  people  are 
in  the  minority.     They  are  clearly  in  the  minority  in  that  company. 

Mr.  Hinds.  They  are  clearly  in  the  minority  in  that  company. 
They  have  a  majority  with  Mr.  Eccles? 

Mr.  NiBLEY.  Oh,  yes;  but  I  think  Mr.  Eccles  himself  is  a  majority. 
He  does  not  need  the  trust. 

Mr.  Hinds.  He  is  a  majority,  himself? 

Mr.  NiBLEY.  I  think  he  is.     Now,  I  do  not  know  by  the  books. 

Mr.  Hinds.  In  the  Amalgamated  the  trust  people  own  half,  as  I 
nnderstand  it? 

Mr.  NiBLEY.  Yes. 

Mr.  Hinds.  Who  controls  the  board  of  directors  of  the  Amalga- 
mated ? 

Mr.  NiBLEY.  Controls?     How  do  you  mean? 

Mr.  IIiNDS.  I  mean  by  that,  are  they  the  people  who  originally 
started  the  business? 

Mr.  NiBLEY.  Yes. 


AMEEICAN  SUGAB  REFINING  CO.  1089 

Mr.  Hinds.  Or  did  the  New  York  interest  put  in  new  men? 

Mr.  NiBLBY.  They  have  not  put  in  a  man. 

Mr.  Hinds.  They  have  not  put  in  one? 

Mr.  NiBLEY.  Not  one.  Mr.  Eccles  is  the  head  and  front  of  the 
whole  thing. 

Mr.  Hinds.  I  see.  And  he  is  supported  by  half  of  the  stock,  one 
half  being  held  by  himself  and  friends  and  the  other  half  by  the 
trust? 

Mr.  NiBLEY.  Yes. 

Mr.  Hinds.  As  long  as  he  lives  and  his  associates  live,  the  trust 
can  not  turn  them  out,  I  presume,  under  the  laws  of  Utah  ? 

Mr.  NiBLEY.  They  are  in  the  saddle.  Fifty  per  cent  can  never  vote 
the  other  fellow  out  of  the  saddle,  you  know. 

Mr.  Hinds.  Never  can  vote  the  other  fellow  out  ?  And  in  case  they 
should  veto  an  election,  the  old  board  of  directors  would  hold  on, 
would  they? 

Mr.  NiBLEY.  Yes;  necessarily  so. 

Mr.  Hinds.  So  that  in  control  you  are  in  the  saddle  ? 

Mr.  NiBLEY.  Yes. 

Mr.  Hinds.  You  who  represent  Utah? 

Mr.  NiBLEY.  Yes. 

Mr.  Hinds.  Well,  at  the  time  of  the  purchase  by  the  trust  was  there 
any  understanding  as  to  which  side  should  get  into  the  saddle  first  ? 

Mr.  NiBLEY.  No ;  so  far  as  I  am  acquainted  with  the  circumstances, 
the  eastern  people  were  perfectly  willing  to  allow  the  home  people, 
as  we  call  ourselves,  to  control  the  factories  and  nominate  the  direc- 
tors, which  they  have  done  ever  since. 

Mr.  Hinds.  So  that  your  position  is  fairly  impregnable  ? 

Mr.  NiBLEY.  I  think  so. 

Mr.  Hinds.  And  yet,  as  prudent  men,  with  that  great  interest  of 
stock  in  control  of  the  trusts,  you  would  like  to  get  on  with  them  on 
good  terms,  if  you  could,  would  you  not? 

Mr.  NiBLEY.  Naturally. 

Mr.  Hinds.  It  is  a  powerful  bond,  is  it  not  ? 

Mr.  NiBLEY.  I  should  say ;  necessarily  so. 

Mr.  Hinds.  You  would  hardly  go  down  to  the  Missouri  Eiver  and 
drop  sugar  two  cents  a  pound  over  night  when  they  were  in  the  field 
against  you  ? 

Mr.  NiBLEY.  We  would  be  very  foolish  to  do  it. 

Mr.  Hinds.  Yes ;  I  think  so.  And  they  would  hardly  do  the  same 
by  you,  would  they  ? 

Mr.  NiBLEY.  They  would  be  very  foolish  to  do  it. 

Mr.  Hinds.  Yes.  In  other  words,  it  is  almost  as  effective  as  when 
one  of  the  ancient  kings  would  marry  his  daughter  to  the  sovereign 
of  the  next-door  nation  ? 

Mr.  NiBLEY.  Well,  effective  for  what? 

Mr.  Hinds.  For  peace  ? 

Mr.  NiBLEY.  Oh,  yes. 

Mr.  Hinds.  And  cooperation? 

Mr.  NiBLEY.  Yes ;  I  should  say  it  is  the  most  effective  plan 

Mr.  Hinds.  Possible. 

Mr.  NiBLEY  (continuing) .  That  could  be  devised. 
Mr!  Hinds.  In  other  words,  while  that  arrangement  exists  it  is 
not  possible  for  any  real  desperate  competition  to  take  place  in  the 
sugar  field,  as  between  you  and  the  trust  ? 
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Mr.  NiBLEY.  Oh,  yes;  anyone  could  go  now  in  any  favorable  loca- 
tion and  start  a  factory,  and,  I  think,  make  money. 

Mr.  Hinds.  That  would  be  an  outsider  ? 

Mr.  NiBLET.  Yes. 

Mr.  Hinds.  Yes  ? 

Mr.  NiBLET.  What  I  mean  is  that  competition  is  not  necessarily 
stifled. 

Mr.  Hinds.  You  think  that  any  association  of  moderate  capital 
could  go  into  Utah  to-day  and  start  a  successful  factory,  do  you  ? 

Mr.  NiBLET.  I  know  they  could. 

Mr.  Hinds.  You  know  they  could  ? 

Mr.  NiBLBT.  Yes ;  I  feel  sure  of  it. 

Mr.  Hinds.  How  much  capital  would  it  take  ? 

Mr.  NiBLET.  Oh,  he  ought  to  have  a  million  dollars. 

Mr.  Hinds.  A  million  dollars  ? 

Mr.  NiBLEY.  Yes. 

Mr.  Hinds.  That  would  make  a  plant  of  half  a  million  ? 

Mr.  NiBLBY.  No. 

Mr.  Hinds.  Would  that  million  dollars  give  you  your  working  cap- 
ital, too  ? 

Mr.  NiBLET.  I  think  so. 

Mr.  Hinds.  It  would. 

Mr.  NiBLEY.  You  could  build  a  very  good  factory  for  $600,000  or 
$650,000. 

Mr.  Hinds.  What  capacity  would  that  be? 

Mr.  NiBLEY.  About  600  tons  daily  capacity;  500  or  600  tons  daily 
capacity. 

Mr.  Hinds.  And  that  would  leave  you  a  working  capital  ? 

Mr.  NiBLEY.  That  would  leave  a  working  capital. 

Mr.  Hinds.  Would  a  factory  of  that  size  be  what  you  would  call 
an  economical  factory? 

Mr.  NiBLEY.  Yes. 

Mr.  Hinds.  It  would? 

Mr.  NiBLEY.  Yes. 

Mr.  Hinds.  And  produce  sugar  as  cheaply  as  any  beet-sugar  fac- 
tory ? 

Mr.  NiBLEY.  As  cheaply  as  any  beet-sugar  factory  in  the  world. 

Mr.  Hinds.  So  that  we  may  assume  that  a  factory  of  that  capacity, 
with  a  capital  of  $1,000,000,  is  what  we  may  call  the  independent  unit 
of  a  militant,  growing  beet-sugar  industry? 

Mr.  NiBLEY.  Yes ;  you  could  even  do  it  with  less. 

Mr.  Hinds.  Even  do  it  with  less? 

Mr.  NiBLEY.  Yes. 

Mr.  Hinds.  Do  you  have  any  idea  that  any  such  sum  of  money 
Avould  make  any  impression  in  the  cane-sugar-refining  business  along 
the  coasts  of  the  United  States? 

Mr.  NiBLEY.  Cane  sugar?  Oh,  no.  Cane  sugar  is  a  very  expensive 
business,  and  a  million  dollars  does  not  go  very  far  in  that. 

Mr.  Hinds.  In  other  words,  to  combat  the  cane-sugar  industry,  in 
your  opinion  as  a  sugar  man,  would  require  vastly  greater  financial 
strength  than  to  enter  the  beet-sugar  field  at  the  present  time  ? 

Mr.  NiBLEY.  If  you  enter  the  beet-sugar  field  in  enough  places,  if 
you  can  find  those  favorable  places,  you  could  produce  all  the  sugar 
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that  the  country  consumes.  But  the  difficulty  is  in  finding  the  places 
and  finding  the  capital. 

Mr.  Hinds.  Yes;  but,  in  other  words,  what  you  convey  by  your  tes- 
timony is  that  so  far  as  the  beet-sugar  field  is  concerned,  the  progress 
that  has  been  made  toward  making  greater  plants  and  toward  the 
syndicating  and,  as  you  might  say,  the  monopolization,  has  not  gone 
to  that  extent  where  a  moderate  capital  can  not  go  in  and  flourish  in 
spite  of  it? 

Mr.  NiBLEY.  That  is  right. 

Mr.  Hinds.  Are  any  of  the  funds  of  the  Mormon  Church  invested 
in  this  Amalgamated  Co.? 

Mr.  NiBLEY.  No,  sir;  not  a  dollar. 

Mr.  Hinds.  Did  you  have  the  patronage  and  encouragement  of  the 
church  in  establishing  your  industry? 

Mr.  NiBLEY.  Yes;  in  establishing  all  industries  that  are  calculated 
or  are  thought  to  benefit  the  people,  you  have  the  influence  of  the 
church. 

Mr.  Hinds.  Yes. 

Mr.  NiBLEY.  Not  only  that,  but  every  industry  that  is  considered 
to  be  beneficial;  naturally  the  church  lends  its  influence  to  the  con- 
struction or  erection  of  such  institutions. 

Mr.  Hinds.  It  was  in  pursuance  of  that  policy  that  you,  I  think, 
from  the  testimony  of  Mr.  Cutler,  brought  Mr.  Cutler  up  to  Logan  to 
advise  and  assist  in  the  establishment  of  what  he  thought  was  a  com- 
petitive industry? 

Mr.  NiBLBY.  Yes. 

Mr.  Hinds.  He  testified  to  that,  I  think. 

Mr.  NiBLEY.  Yes. 

Mr.  Hinds.  And  then  you  had  the  dual  object  of  furnishing  an 
employment  to  the  people  as  well  as  the  commercial  success  of  the 
enterprise  ? 

Mr.  NiBLEY.  Sure. 

Mr.  Hinds.  Why  do  you  and  Avhy  does  the  Mormon  Church,  hav- 
ing that  in  view,  particularly  pitch  upon  the  sugar  industry? 

Mr.  NiBLEY.  We  do  not.  We  foster  every  industry.  If  you  will 
allow  me  now,  I  will  name  two  or  three,  if  I  may  take  the  time  of 
the  committee. 

Mr.  Hinds.  So  far  as  I  am  concerned,  I  shall  be  very  glad  to  hear, 
unless  some  member  has  objections. 

Mr.  NiBLEY.  I  have  only  been  the  bishop  of  the  church  for  about 
three  and  a  half  years,  so  that  I  only  know  what  has  come  up  in 
respect  to  the  church  in  that  time.  Now,  here  is  an  irrigation  com- 
pany called  the  Oneida  Irrigation  Co.  It  is  an  Idaho  irrigation 
company,  just  over  the  Utah  line.  It  has  issued  some  $650,000  of 
bonds.  Under  the  law  of  Idaho  every  farm  under  that  ditch  or  canal 
is  bonded — mortgaged.  Those  bonds,  some  of  them  had  been  sold  in 
Chicago  and  the^East  and  some  had  been  sold  at  home.  Mr.  McCor- 
mick,  a  banker  there — who,  by  the  way,  is  a  director  of  the  Utah- 
Idaho  Sugar  Co. — ^bought  considerable  of  the  bonds,  and  other  people 
bought  some.  They  failed  to  get  the  water  on  the  lands.  They  could 
not  get  it  in  their  reservoirs.  Their  money  was  exhausted  arid  every 
foot  of  land  was  mortgaged.  Under  the  law,  too,  no  bond  can  be 
sold  except  at  par.     Those  bonds  on  the  street  were  offered  at  75 
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cents ;  perhaps  they  could  have  been  bought  at  60  cents  on  the  dollar. 
Now,  the  Oneida  Irrigation  Co.  sent  a  committee  down  to  the  presi- 
dency of  the  church.  I  was  sent  for  to  come  up  to  President  Smith's 
office,  and  I  heard  their  tale  of  woe.  I  was  appointed  by  President 
Smith  to  go  up  there  and  look  into  it  and  see  if  anything  could  be 
done  to  help  the  people.  I  found  the  facts  as  I  have  stated  them  to 
you.  They  were  in  a  bad  fix.  As  one  of  the  committee,  I  recom- 
mended to  President  Smith  that  we  buy  the  bonds.  We  had  to  buy 
them  at  par.  We  could  have  bought  them  on  the  street  at  60  cents, 
perhaps,  but  rather  than  let  those  people  suffer  and  fail  utterly,  the 
church  advanced  the  money,  or  went  to  the  bank  and  arranged  for 
some  $50,000,  which  is  now  being  spent  to  help  that  canal  company, 
and  the  water  this  year  is  in  their  reservoirs  and  the  people  get  the 
benefit  of  it.    Now,  there  is  one  thing. 

There  is  a  little  concern  in  Wyoming,  a  smaller  one. 

Another,  still,  is  the  Hammond  Canal.  There  is  no  profit  in  it. 
The  church  does  not  want  to  go  into  these  little  commercial  enter- 
prises, but  the  church  is  there  to  help  everything  that  will  help  the 
people. 

Mr.  Hinds.  I  can  see  how  in  exigencies,  or  possibly  to  improve  the 
irrigation  of  the  land,  the  church  would  go  into  it.  The  thing  that 
I  had  in  mind  was  a  little  curiosity  as  to  why  you  happened  to  pitch 
upon  the  sugar  beet  instead  of  some  other  industry. 

Mr.  NiBLEY.  They  have  not  pitched  upon  the  sugar  beet.  The 
church  was  forced  into  that  in  the  beginning — practically  forced 
into  it  to  save  those  people  from  going.  And  nine  out  of  ten  of  the 
interests  that  the  church  has  helped — and  it  has  helped  and  will  help 
many — are  just  in  those  extreme  cases  where  people  are  down  and 
out  and  they  have  got  to  have  help. 

Mr.  Hinds.  Well,  but  I  think  the  president  this  morning  testified 
that  as  early  as  1850  your  leaders  had  had  their  attention  turned— — - 

Mr.  NiBLEY.  To  trying  to  produce  beet  sugar  ? 

Mr.  PIiNDS.  To  trying  to  produce  beet  sugar. 

Mr.  NiBLET.  Yes,  sir. 

Mr.  Hinds.  I  did  not  know  but  what  you  might  have  especially 
studied  that  industry  or  have  some  special  ideas  as  to  its  usefulness 
in  agriculture. 

Mr.  NiBLBY.  Well,  every  one  of  these  men,  or  most  of  these  leaders 
of  the  church,  could  see  that  it  would  be  an  industry  of  great  advan- 
tage to  the  people,  no  doubt.     I  thought  so. 

Mr.  Hinds.  Had  you  explored  as  to  the  great  agricultural  advan- 
tages of  beet  culture  for  the  small  farmer?  Had  you  explored  that 
before  the  Department  of  Agriculture  had  begun  to  make  its  explo- 
rations ? 

Mr.  NiBLEY.  Oh,  yes;  long  before  there  was  any  Department  of 
Agriculture.  As  to  that,  I  do  not  think  that  the  Department  of  Agri- 
culture has  existed  for  very  many  years,  has  it  ?  You  Congressmen 
ought  to  know. 

Mr.  Gakkett.  In  1892,  I  think,  we  had  the  Department  of  Agri- 
culture first. 

Mr.  NiBLEY.  In  1892?    We  were  long  before  that. 

Mr.  Hinds.  I  think  it  was  established  as  the  Department  of  Agri- 
culture before  that;  I  think  it  was  in  1883. 

Mr.  NiBi^Y.  In  1883?    Even  long  before  that. 
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.  Mr.  Hinds.  30  years,  I  should  say.  Long  before  that  your  atten- 
tion had  been  attracted  to  the  sugar  beet? 

Mr.  Gaeeett.  It  was  established  as  a  bureau  before  that,  but  as  a 
department  then. 

Mr.  Hinds.  Had  your  experiments  with  it  been  fairly  constant  ? 

Mr.  NiBLET.  I  would  not  say  constant;  more  or  less  spasmodic, 
but  always  having  in  mind  the  welfare  of  the  people  and  encouraging 
the  people.  "  Try  it;  try  to  raise  sugar  beets."  That  is  the  way  the 
church  uses  its  influence  to  try  to  get  the  farmers  to  grow  something, 
in  the  rotation  of  the  crops,  and  to  help  them,  and  to  try  to  keep 
them  out  of  debt. 

Mr.  Hinds.  I  myself  remember  that  there  were  sugar-beet  experi- 
ments, and  attempts  to  manufacture  in  New  England,  as  early  as  30 
years  ago.    There  were  factories. 

Mr.  NiBLEY.  Yes,  sir. 

Mr.  Hinds.  You  think  that  with  you  in  Utah  it  was  still  earlier? 

Mr.  NiBLET.  I  think  it  was  still  earlier — iO  years  ago. 

Mr.  Hinds.  I  think  that  is  enough. 

The  Chaieman.  Gentlemen,  does  any  other  member  of  the  commit- 
tee desire  to  question  the  witness? 

Mr.  Gaeeett.  I  want  to  be  just  as  brief  as  possible.  I  did  not 
quite  catch  the  sequence  of  events  in  connection  with  the  sale  of 
stock  in  the  companies  that  subsequently  became  the  Amalgamated 
Sugar  Co.  and  the  organization  of  the  Lewiston  Co.  The  stocks  in 
the  companies  composing  the  Amalgamated  were  sold  to  Mr.  Have- 
meyer  for  himself  or  the  American  Sugar  Refining  Co.  in  1902  ? 

Mr.  NiBLET.  That  is  as  I  recollect  it. 

Mr.  Gaeeett.  And  it  was  in  1903  that  you  instituted  the  organiza- 
tion of  the  Lewiston  Co.  ? 

Mr.  NiBLEY.'  Yes,  sir. 

Mr.  Gaeeett.  You  were  still  a  stockholder  in  the  Amalgamated 
at  that  time  ? 

Mr.  NiBLEY.  A  small  stockholder ;  yes,  sir. 

Mr.  Gaeeett.  And  the  difference  arose  between  you  and  Mr. 
Eccles  over  your  establishing  this  Lewiston  factory  so  near  the 
Ogden  factory? 

Mr.  NiBLEY.  The  Logan  factory. 

Mr.  Gaeeett.  I  mean  the  Logan  factory. 

Mr.  NiBLEY.  Yes,  sir. 

Mr.  Gaeeett.  And  those  differences  culminated  in  the  purchase 
by  Mr.  Havemeyer  of  some  $225,000  of  interest  in  the  Lewiston  Co. 
and  the  purchase  by  Mr.  Eccles  of  how  much  ? 

Mr.  NiBLEY.  Well,  three-quarters  of  six  hundred  thousand  would 
be  about  four  hundred  thousand.  If  Mr.  Havemeyer  got  two  hun- 
dred and  twenty-five  thousand  that  would  leave  one  hundred  and 
seventy-five  thousand. 

Mr.  Gaeeett.  He  and  Mr.  Eccles  together  got  three-quarters  of 
it  and  took  control  of  it  ? 

Mr.  NiBLEY.  Yes. 

Mr.  Gaeeett.  And  the  matter  was  then  not  pressed  further  until 
1905? 

Mr.  NiBLEY.  That  is  right. 
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Mr.  Garrett.  Do  you  know  why  it  was  that  the  American  Sugar 
Kefining  Co.  only  desired  to  obtain,  or  was  only  permitted  to  obtain, 
exactly  50  per  cent  in  these  companies  other  than  the  Lewiston  Co.  ? 

Mr.  NiBLEY.  No ;  I  do  not.  As  I  am  told  by  Mr.  Cutler,  they 
offered  to  buy  50  per  cent,  but  did  not  care  for  any  more.  They 
could  make  that  51  per  cent  any  day  of  the  week,  because  sugar  stock 
is  changing  hands  on  the  market.  You  can  send  your  order  to  any 
broker  to  buy  stock  any  day  in  the  week. 

Mr.  Gaeeett.  They  could,  if  they  desired  to  purchase  more  ^ 

Mr.  NiBLEr.  Yes;  any  day. 

Mr.  Gaeeett.  But  the  other  stockholders  could  not? 

Mr.  NiBLEY.  The  other  stockholders  could  not. 

Mr.  Gaeeett.  They  could  not  acquire,  because  the  American  Sugar 
Refining  stock  is  not  on  the  market? 

Mr.  NiBLEY.  No ;  it  is  not  on  the  market.  But  the  fact  that  they 
have  not  acquired  any  more  shows  that  they  have  not  had  the  dis- 
position to  purchase  more  than  the  50  per  cent,  because  they  could 
have  done  it.    One  share  of  stock  would  do  that,  you  know. 

Mr.  Gaeeett.  There  have  been  no  differences  between  the  Ameri- 
can Sugar  Refining  Co.  and  the  other  holders  of  the  stock  that  would 
lead  them  to  desire  to  do  so? 

Mr.  NiBLEY.  No;  on  the  contrary  instead  of  differences  they  have 
practically  let  us  have  everything  our  own  way. 

Mr.  Gaeeett.  And  it  has  been  entirely  harmonious? 

Mr.  NiBLEY.  Entirely  harmonious. 

Mr.  Gaeeett.  But  if  there  should  be  any  competition  arise  to  the 
detriment  of  the  American  Sugar  Refining  Co.  in  any  way,  you  have 
no  doubt  it  would  not  hesitate  very  long  to  acquire  i  per  cent  of  the 
i^tock,  or  sufficient  to  control  it? 

Mr.  NiBLEY.  I  think  if  you  or  I  owned  it,  and  there  was  any  fight 
on  us,  we  would  probably  acquire  another  share. 

Mr.  Gaeeett.  Certainly.    We  are  all  moved  by  the  same  motives. 

Mr.  NiBLEY.  I  think  so. 

Mr.  Gaeeett.  That  is  business.  It  is  correct  to  approach  it  from 
that  standpoint.  You  spoke  of  the  fact  that  it  would  be  very  foolish 
for  the  Utah-Idaho  Co.,  or  any  of  these  other  companies  there  to  at- 
tempt to  cut  the  rate  on  the  Missouri  River  below  the  American 
Sugar  Refining  Co. 

Mr.  NiBLEY.  I  do  not  think  that  has  been  asked  me. 

Mr.  Gaeeett.  Not  in  just  that  form;  no,  it  has  not.  But  there 
was  some  suggestion  about  dropping  the  rate  2  cents  in  the  Missouri 
River  country,  by  Mr.  Hinds,  and  you  said  that  that  would  be  very 
foolish. 

Mr.  NiBLEY.  Yes. 

Mr.  Gaeeett.  It  would  be  equally  foolish  to  drop  it  either  1  cent 
or  half  a  cent? 

Mr.  NiBLEY.. Yes. 

Mr.  Hinds.  I  used  the  2  cents  because  I  understood  that  the  Sugar 
Trust  did  go  out  in  the  Missouri  River  country  and  drop  it  2  cents. 
I  may  have  it  wrong. 

Mr.  Gaeeeti'.  That  has  been  stated. 

By  the  way,  I  would  like  to  ask  you  if  you  know  anything  about 
the  American  Sugar  Refining  Co.  in  1901  shipping  to  the  Missouri 
River  country  and  placing  on  the  market  there  a  very  large  amount 
of  sugar  in  a  fight  upon  the  beet-sugar  interests  ? 
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Mr.  NiBLEY.  I  do  not  know.  I  only  know  this :  That  I  have  talked 
with  Mr.  Eccles,  more  so  than  with  Mr.  Cutler— who  I  consider  very 
well  posted,  as  well  as  Mr.  Cutler  is,  also— of  this  fact,  that  it  would 
be  an  easy  matter  if  the  American  Sugar  Eefining  Co.,  or  any  cane- 
sugar  refining  company  in  New  Orleans,  say,  getting  sugar  from 
Cuba,  should  wish  to  cripple  the  beet-sugar  industry,  they  could  do 
it  very  easily,  in  that  they  could  load  up  that  market  at  just  about 
the  time  of  the  year  that  we  are  crowded  to  death  to  unload,  sending 
the  sugar  up  the  Mississippi  Eiver,  or  up  that  Mississippi  Valley, 
you  know — the  Missouri  River — and  block  the  market.  That  could 
be  done.     They  have  never  done  it. 

Mr.  Gaekett.  They  have  never  done  it,  and  they  have  not  cause  to 
do  so  so  long  as  they  own  50  per  cent  ? 

Mr.  NiBLEY.  I  think  it  is  a  very  good  thing  for  the  sugar  interests 
in  the  West  that  they  are  interested,  for  that  reason,  that  they  could 
cripple  that  industry  so  that  it  would  be  next  to  impossible  for  it  to 
live  excepting  in  its  own  little  local  market,  which  now  does  not 
amount  to  anything.  We  send,  I  am  told,  some  75  or  80  per  cent  of 
the  product  to  the  Missouri  River. 

Mr.  Garrett.  It  would  be  impossible,  however,  for  the  Utah  com- 
panies, all  of  them,  to  seriously  hurt  the  trust  in  the  Missouri  River 
territory,  would  it  not? 

Mr.  Niblet.  Oh,  yes ;  absolutely. 

Mr.  Garrett.  It  would  be  impossible'? 

Mr.  NiBLEY.  I  think  so. 

Mr.  Garrett.  Because  they  have  so  much  more  capital? 

Mr.  NiBLEY.  Oh,  further  than  the  matter  of  capital.  If  we  had 
to  sell  all  our  sugar  at  the  Missouri  River,  there  would  not  be  very 
much  profit  in  the  business. 

Mr.  Garrett.  Your  larger  profit  is  made  out  of  what  j'ou  might 
call  j'our  local  trade? 

Mr.  NiBLEY.  The  local  market;  yes.  We  sell  there.  It  has  been 
gone  into  this  morning,  and  I  suppose  it  has  been  right  along;  you 
hear  it  everywhere,  "  Why  do  you  not  reduce  the  price  of  sugar  to 
the  man  at  home,  the  same  as  you  are  compelled  to  ship  to  the  Mis- 
souri River  for  ?  "  Well,  I  think  that  answers  itself.  Here  is  a 
little  town  located  here  [indicating] ,  and  you  have  to  ship  wheat  in 
there  or  flour.  It  does  not  produce  enough  itself ;  but  there  are  two 
or  three  farmers  there  or  a  dozen  or  twenty  who  do  produce  some 
wheat.  They  do  not  usually  run  about — the  farmers  do  not — to  re- 
duce the  price  of  wheat  there  in  their  village  to  what  they  take  to 
send  it  from  here  over  there  for.     It  is  not  usual,  you  know. 

Mr.  Garrett.  It  is  not  usual.     It  is  not  business. 

Mr.  NiBLEY.  No;  even  to  the  farmer. 

Mr.  Garrett.  Now,  let  me  ask  you  this.  It  has  been  stated  here 
as  the  principal  reason  for  the  willingness  or  the  desire — I  will  put 
it  that  way — of  your  people  to  obtain  the  cooperation  of  the  capital 
of  the  American  Sugar  Refining  Co.  that  it  was  for  the  purposes  of 
the  capital,  the  use  of  the  capital. 

Mr.  NiBLEY.  Yes,  sir;  to  extend  the  industry. 

Mr.  Garrett.  Is  not  this  also  true:  Was  there  not  also  this  reason, 
that,  in  addition  to  extending  the  business  and  bringing  the  benefits, 
as  you  conceive  them,  to  your  growers  of  beet  sugar,  that  you  felt 
that  it  was  a  protection  against  competition  by  having  the  American 
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Sugar  Eefining  Co.  equally  interested,  so  that  they  would  not  under- 
take to  undersell  you  in  the  markets  that  were  accessible  to  them  as 
well  as  to  yourselves  ? 

Mr.  NiBLEY.  I  would  just  like  to  say,  in  answer  to  that,  that  at  the 
time  the  American  Sugar  Eefining  Co.  bought  into  these  Utah  cora- 
panies,  most  of  the  product  of  those  factories  then  was  consumed  in 
the  local  territory,  and  they  made  good  money;  but  when  the  new 
capital  was  invested  by  "Mr.  Havemeyer  and  others,  which  gave  us 
the  privilege  of  extending  the  business,  we  produced  then  far  more 
sugar  than  the  local  territory  would  consume,  or  will  ever  consume; 
and  so  an  outside  market  had  to  be  thought  of.  Up  to  this  time— 
and  this  is  the  point  I  wish  to  make — I  do  not  think  it  had  ever 
entered  into  the  minds  of  the  directors  of  those  companies  that  there 
was  any  serious  danger  from  any  competition  of  the  cane  people 
but  that  naturally  developed 

Mr.  Gaeeett.  Because  they  were  thinking  onlv  of  their  local  mar- 
ket? 

Mr.  NiBLET.  Because  they  were  thinking  only  of  their  local  mar- 
ket; because  that  had  consumed  all  they  had  produced  hitherto. 
But  when  you  increase  the  factories  and  have  to  ship  three-fourths 
of  your  product  to  the  Missouri  River,  you  see  how  it  would  be ;  and 
then  the  fear  arose,  but  it  was  years  after  that  that  condition  did 
arise. 

Mr.  Garrett.  As  a  matter  of  fact,  when  the  leaders  of  your  church 
first  began  to  interest  themselves  in  the  sugar-beet  question,  it  was 
principally  due  to  their  isolation  ? 

Mr.  NiBLET.  Yes,  sir. 

Mr.  Garrett.  And  the  difficulty  that  they  had  in  obtaining  an 
adequate  supply  of  sugar  for  the  use  of  their  people  ? 

Mr.  NiBLET.  Yes,  sir. 

Mr.  Garrett.  And  that  was  the  principal  reason,  more  than  the 
matter  of  the  immediate  occupation,  to  the  farmers  of  the  section  ? 

Mr.  Nibley.  Well,  if  you  produce  sugar 

Mr.  Garrett.  Of  course  that  gave  the  occupation. 

Mr.  NiBLEY.  If  you  produce  sugar  for  your  people  you  give  the 
occupation.     The  ones  goes  with  the  other. 

Mr.  Garrett.  The  one  necessarily  goes  with  the  other,  but  at  the 
same  time  there  was  occupation  there  then  for  your  people  in  other 
lines  of  activity? 

Mr.  NiBLEY.  Well,  no;  there  was  not.  Men  were  going  off  to  the 
mines,  hunting  work  in  the  mines,  and  the  policy  of  the  church  and 
the  counsel  of  President  Brigham  Young  always  was  to  stay  at 
home  and  attend  to  the  farms,  and  the  advice  was  that  they  should 
not  go  off  mining.  I  will  say  in  justification  of  that  policy  and  ad- 
vice that  if  the  people  would  only  follow  it  now — not  only  then  in 
their  isolated  condition,  but  even  now — nine  out  of  ten  would  be  a 
good  deal  better  off.     I  for  one  would  be  one  of  them. 

Mr.  Garrett.  The  cry  of  "  Back  to  the  farm,"  is  as  strong  in  Utah 
as  it  is  in  Tennessee  or  any  of  the  other  southern  country,  or  any 
other  section  of  our  country? 

Mr.  NiBLBY.  It  is  stronger,  because  the  influence  of  the  church  is 
used  to  ti y  to  hold  the  people  to  the  farm,  to  try  and  get  every  man 
Avho  is  a  member  of  the  church  to  own  his  own  home,  and  to  keep 
it  from  being  mortgaged ;  and  so  we  are  continually  working  with  the 
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people  in  those  schemes  of  colonization,  and  the  church  becomes  more 
or  less  involved,  and  uses  its  money  in  that  way.  I  would  like,  with 
the  permission  of  the  committee,  to  correct  an  impression  as  to  the 
tithing,  for  one  thing,  and  the  money  of  the  church  being  used  for 
commercial  enterprises  as  the  general  impression  is.  As  has  been 
stated,  nine  out  of  ten  of  these  commercial  enterprises  that  the 
church  finds  itself  engaged  in  at  all  is  in  consequence  of  the  very 
things  I  have  told  you  of,  where  they  are  compelled  to  come  to  the 
rescue. 

Mr.  Gakeett.  Of  a  weak  concern? 

Mr.  NiBLET.  Of  a  weak  concern,  a  drowning  concern,  and  to  help 
it.  Then  they  get  stock  in  it,  just  as  they  do  in  these  canals — the 
three  I  have  told  you  of — and  in  one  hundred  and  one  other  things. 
But  it  is  there  to  help  the  people.  The  general  impression  is  that 
the  church  has  large  holdings  in  the  Sugar  Trust?  I  read  in  the 
magazines  that  the  church  practically  controls  the  Sugar  Trust,  It 
has  not  got  a  dollar  in  the  American  Sugar  Refining  Co.,  directly  or 
indirectly.  I  read  in  one  of  the  magazines  that  the  church  prac- 
tically controls  the  Union  Pacific  Railroad.  The  church  has  not  got 
a  dollar  directly  or  indirectly  in  the  Union  Pacific  Railroad,  nor  in 
the  Standard  Oil  Co.,  nor  in  any  other  trust  company,  except  only 
this  company  that  they  happen  to  have  in  the  way  it  has  been  ex- 
plained— this  sugar  company. 

Mr.  Garrett.  You  have  mentioned  the  Union  Pacific  Railroad 
Co.     Your  church  has  a  director  in  that  company,  has  it  not? 
Mr.  NiBLEY.  President  Smith;  yes,  sir. 
Mr.  Garrett.  You  say  you  own  no  stock? 
Mr.  NiBLEY.  Not  a  dollar. 

Mr.  Garrett.  Is  that  in  his  individual  capacity? 
Mr.  NiBLEr.  What  individual  stock  he  has,  enough  to  enable  him 
to  be  a  director,  he  owns  in  his  own  name  and  in  his  own  right — 
1  share  or  10. 

Mr.  Gaeeett.  Maj.  Young  stated,  if  I  remember  correctly,  that  it 
had  been  the  policy  of  the  Union  Pacific  Railroad  Co.  since  the  be- 
ginning to  have  one  Mormon  director  ? 

Mr.  NiBLET.  Ever  since  the  days  of  Brigham  Young. 
Mr.  Garrett.  That  is  not  within  the  scope  of  the  inquiry,  but 
would  mind  stating  why  that  is? 

Mr.  NiBLEY.  I  think  that  it  is  because  of  the  friendship  that  existed 
in  the  beginning  between  the  builders  of  the  Union  Pacific  Railroad 
and  the  Mormon  people.  Our  people  went  out  there  and  contracted 
for  considerable  of  the  work,  and  the  builders  of  the  Union  Pacific 
System  seemed  to  be  friendly,  and  were  friendly,  and  asked  Presi- 
dent Young  to  be  one  of  their  directors,  which  I  think  he  was.  It 
may  be  that  he  was  not.  John  Sharp,  however,  was  one ;  one  of  the 
bishops  of  the  church ;  and  it  has  been  going  right  along  since  then. 
It  is  a  matter  of  friendship. 

Mr.  Garrett.  One  other  question — — 

Mr.  NiBLEY.  Just  before  I  leave  this,  let  me  say  here:  The  ques- 
tion arises,  and  will  arise  in  the  minds  of  you  gentlemen,  "  Here  is 
$1,000,000  a  year  coming  into  a  church.  What  do  they  do  with  the 
money,  and  is  it  not  for  a  corruption  fund,  and  all  that?  "  Now,  I 
will  name  two  or  three  items,  and  I  will  not  take  much  of  the  time 
of  the  committee.     I  will  take  last  year.     Three  hundred  and  seventy- 
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eight  thousand  dollars  for  our  church  schools  was  paid  out  to  help 
educate  the  young  men  and  to  provide  school  teachers  here  and  there 
and  everywhere.  Two  hundred  thousand  dollars  was  paid  for  sheer 
charity.  We  have  no  red  tape  as  to  charity.  If  there  is  a  cry  that 
comes  up  that  there  is  a  lot  of  families  there  that  have  to  be  helped, 
the  help  goes  that  quick.  About  $387,000  was  paid  out  for  schools 
and  over  $200,000  for  charities,  and  over  $250,000  for  building  meet- 
ing houses  in  one  year;  and  for  mission  work  abroad  and  expenses 
of  that  character  about  $170,000.  Now,  there  are  expenses;  money 
paid  out.  Every  one  of  those  expenses,  every  payment  of  that  kind, 
I  think  is  good.  It  is  not  bad.  It  is  not  corrupting  anybody.  It 
is  trying  to  help.  The  church  is  there  to  try  to  help  in  these  matters, 
and  not  to  engage  in  commercialism  and  to  get  into  commercial  enter- 
prises and  make  a  big  lot  of  money  and  have  stocks  in  all  these  things 
which  it  has  not  got  to  go  into.  Anyone  of  you  gentlemen  can  verify 
what  I  say  if  you  take  the  pains.  Not  a  dollar  in  any  one  of  these 
trust  companies  has  the  church  got. 

Mr.  Gareett.  There  was  a  reference  made  this  morning  hj  Presi- 
dent Smith  or  by  one  of  the  gentlemen — Maj.  Buchanan  or  Mr.  Cut- 
ler— to  the  issuance  of  bonds  by  the  church.  Do  I  understand  that 
they  were  issued  by  the  church  direct? 

Mr.  NiBLEY.  They  were  issued  by  the  church  on  the  faith  of  the 
church  without  any  security  whatever. 

Mr.  Garrett.  The  church  is  nothing  more  now  than  a  mere  vol- 
untary organization? 

Mr.  NiBLEY.  That  is  all.  It  was  not  a  corporation  then  and  is  not 
now.  It  found  itself  in  debt  on  account  of  the  troublesome  times  that 
we  had  there  and  the  confiscation  of  the  church  property  at  that 
time — which,  by  the  waj',  some  years  afterwards  was  returned — but 
in  consequence  of  the  difficulties  growing  out  of  those  times  the 
church  was  involved  in  debt,  and  it  issued  $1,000,000  worth  of  bonds 
on  the  faith  of  the  church.  To  the  credit  of  the  church  be  it  said, 
there  was  not  a  banker  in  Salt  Lake  but  bought  up  the  bonds,  and 
they  were  above  par  on  the  market — 6  per  cent  bonds. 

Mr.  Garrett.  There  is  one  other  question,.  I  think,  and  that  is 
this,  if  you  know :  President  Smith  gave  to  the  committee  a  very  in- 
teresting description  of  Utah  this  morning,  when  the  pioneers  of  the 
church  first  settled  there,  in  accord  with  what  I  have  read  of  the 
country  being  a  waste. 

Mr.  NiBLEY.  A  desert  waste. 

Mr.  Garrett.  A  desert  waste.  I  have  often  wondered  just  why  it 
was,  with  all  the  open  country  then  in  the  great  West,  that  that  par- 
ticular arid  clime  was  selected  by  the  leaders  of  the  church  as  a  place 
to  make  their  permanent  home.    Can  you  tell  me  why  that  is  ? 

Mr.  NiBLEY.  I  will  tell  you  our  view  of  it. 

Mr.  Garrett.  Yes. 

Mr.  NiBLEY.  Our  view  of  it  is  that  under  the  inspiration  of  the 
Almighty,  the  Lord  led  President  Young  to  that  very  place;  and 
while  it  was  forbidding  and  a  waste,  yet  through  the  blessing  of  the 
Lord  "  the  wilderness  and  the  solitary  place  shall  be  glad  for  thorn, 
and  the  desert  shall  rejoice  and  blossom  as  the  rose,"  as  the  Scrip- 
tures say.  That  is  why.  I  can  tell  you  of  a  little  incident.  The 
first  irrigation  that  ever  was  performed  by  the  Anglo-Saxon,  so  far 
as  history  records,  ^vi^s  performed  tliere,  nnd  it  is  rather  interesting, 
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it  may  be.  It  is  to  me.  Erastus  Snow,  who  was  at  that  time  one  of 
the  12  apostles  and  one  of  the  first  company,  the  first  band  of  pio- 
neers, left  the  Missouri  River,  you  know,  in  April  or  May — April,  I 
think,  1847.  They  arrived  just  where  Echo  now  is,  over  on  the  Union 
Pacific.  Down  Echo  Canyon  they  came,  and  there  was  a  mountain 
there  to  cross,  between  where  they  were  camping  and  the  Salt  Lake 
Valley.  They  could  not  go  down  Weber  Canyon  where  the  railroad 
now  g6es,  because  it  was  a  little  gorge,  and  it  would  have  taken  weeks 
and  months  to  have  made  a  road,  and  they  had  to  get  somewhere 
and  get  located.  Erastus  Snow  told  me  that  President  Young  was 
sick  at  this  camp,  and  he  was  lying  in  one  of  the  wagons;  and  he 
told  Erastus  Snow  and  Orson  Pratt  to  take  a  dozen  or  so  of  the  most 
active  young  men  and  hurry  over  the  mountain  and  down  the  canyon 
ahead  of  the  company,  cutting  a  road  through  the  brush  and  to  plow 
a  little  piece  of  land ;  and  he  said :  "  When  you  get  through  the  can- 
yon and  into  the  valley  " — ^by  the  way,  they  had  been  on  top  of  the 
mountain  and  had  seen  Salt  Lake — "When  you  get  into  the  valley 
bear  to  the  north  and  you  will  there  find  a  stream  of  water.  I  want 
you  to  throw  a  dam  in  the  creek  and  flood  a  little  piece  of  land  and 
get  some  seed  in."  It  was  then  July  21.  Erastus  Snow  said :  "  We 
did  as  the  president  instructed  us.  We  got  through  the  canyon  and 
bore  to  the  north  and  threw  a  dam  in  the  creek.  We  found  a  stream 
of  water  and  we  threw  a  dam  in  the  creek.  We  flooded  a  piece  of 
ground,  and  we  had  our  potatoes  planted  and  a  little  wheat  on  the 
22d  of  July."  Now,  instead  of  that  being  a  forbidding  country  it  is 
about  the  best  country  there  is  upon  the  top  of  the  earth.  There  is 
more  mineral  in  300  hundred  miles,  more  rich  mines — although  the 
council  are  telling  the  people  now  to  stay  on  the  farms,  and  I  favor 
that — there  are  more  mines  and  more  mineral  being  mined  there  to- 
day every  day  than  there  is  in  any  other  section  of  the  world.  There 
is  more  right  in  the  one  camp  of  Bingham,  within  21  miles  of  Salt 
Lake  City,  than  there  is  anywhere  in  the  world. 

Mr.  Garrett.  "\^T)at  is  the  character  of  the  mineral  ? 

Mr.  NiBLET.  Copper  ore;  but  there  is  gold  and  silver  and  salt. 
There  is  a  combination  there  of  living  three-quarters  of  a  mile 
higher  than  the  sea,  right  in  the  rarified  atmosphere,  and  yet  breath- 
ing the  salt  sea  air — which  you  can  not  find  anywhere  else  on  the 
globe. 

So  we  say  the  Lord  did  not  make  any  mistake  in  telling  brother 
Brigham  where  to  go.    We  are  satisfied. 

Mr.  Garrett.  How  did  you  acquire  title  to  your  first  lands  there  ? 

Mr.  NiBLET.  We  were  merely  squatters.  It  was  Mexican  territory 
when  they  went  there.  They  went  in  1847,  and  in  1848  there  was  the 
treaty  of  Guadaloupe  Hidalgo,  was  it? 

Mr.  Garrett.  Yes,  sir. 

Mr.  NiBLET.  That  was  the  treaty  that  deeded  that  country  to  the 
United  States.  So  that  when  they  went  there  it  was  Mexican  ter- 
ritory. 

Mr.  Garrett.  I  was  aware  of  that,  but  I  did  not  luw^x  whether 
vou  had  acquired  any  title  or  not. 

*  Mr.  XiBLEY.  They  took  possession  of  the  country  for  the  United 
State?,  and  raised  the  American  flag. 
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Mr.  GARitETT.  I  was  aware  of  the  fact  that  it  was  Mexican  terri- 
tory, but  I  did  not  know  whether  you  acquired  any  title  from  the 
Mexican  Government  or  not. 

Mr.  NiBLEY.  No;  there  was  no  title  to  the  lands  for  20  years  or 
more  after. 

Mr.  Garrett.  And  they  were  finally  perfected  through  the  United 
States? 

Mr.  NiBLEY.  Through  the  United  States  Government. 

Mr.  Raker.  I  would  like  to  ask  just  a  few  questions. 

The  Chairman.  Mr.  Raker. 

Mr.  Raker.  From  an  examination  of  practically  all  that  territory 
west  there,  as  it  would  appear  to  one  going  now  over  those  various 
valleys  or  as  it  originally  must  have  appeared,  taking  the  streams 
that  run  into  it,  and  the  mountains,  there  is  not  any  natural  piece  of 
country  Avest  that  excels  it,  is  there  ? 

Mr.  NiBLEY.  There  is  not  anything  equal  to  it,  in  my  judgment. 

Mr.  Rakee.  There  is  not  anything  to  equal  it? 

Mr.  NiBLEY.  There  is  not  anything  to  equal  it  in  the  world.  I 
have  been  all  over  the  world  a  good  many  times — at  least  once  or 
twice. 

Mr.  Raker.  In  fact  in  the  entire  western  country,  practically 
speaking,  if  you  can  get  water  on  it,  even  a  mile  and  a  quarter  high, 
you  can  raise  almost  anything  you  put  in  the  ground,  can  you  not? 

Mr.  NiBnEY.  That  is  pretty  high. 

Mr.  Raker.  I  know;  but  you  have  lands  that  are  a  mile  high? 

Mr.  NiBLEY.  That  is  right ;  5,000  feet  is  not  excessive. 

Mr.  Raker.  That  is  the  condition  of  practically  all  of  that  western 
country,  is  it  not  ? 

Mr.  NiBLEY.  Yes. 

Mr.  Raker.  But  it  is  peculiarly  adapted  because  of  its  location  on 
the  lake  and  of  the  rivers  flowing  into  it? 

Mr.  NiBLEY.  Yes. 

Mr.  Raker.  I  just  wanted  that  brought  out,  as  to  the  condition  of 
that  country — that  any  man  seeing  the  physical  conditions  there  in 
that  country  would  immediately  say :  "  Right  here  I  am  going  to 
make  my  home." 

Mr.  NiBLEY.  No ;  I  do  not  think  he  would.  I  think  he  would  say, 
"  Lord  deliver  me  from  this  God-forsaken  country,"  as  many  of  them 
did ;  and  they  left. 

Mr.  Garrett.  That  is  if  he  had  seen  it  in  its  condition  then  ? 

Mr.  NiBLEY.  If  he  had  seen  it  in  its  condition  then. 

Mr.  Raker.  We  have  seen  some,  not  as  beautiful  as  that,  perhaps, 
but  we  have  seen  streams  flowing  through  and  across  land  as  forbid- 
ding as  that  25  or  30  or  40  years  ago,  and  with  very  little  attention, 
by  throwing  a  dam  across  a  stream,  we  now  see  thousands  of  acres 
of  beautiful  country,  just  like  Salt  Lake  and  Ogden  to-day,  near 
Provo. 

Mr.  Xibley.  Certainly.  I  only  mentioned  that  circumstance  to 
show  that  it  was  the  first  act  of  irrigation  by  the  Anglo-Saxons. 

Mr.  Raker.  I  see.  Those  folks  down  in  Colorado  claim  that  they 
beat  us  a  little  bit — the  Aztecs  down  there. 

Mr.  NiBLEY.  The  Spanish.    Yes,  they  have,  no  doubt. 

Mr.  Garrett.  But  you  said  by  the  Anglo-Saxons. 

Mr.  NiBLEY.  I  said  by  the  Anglo-Saxons. 
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Mr.  Eakee.  There  is  one  more  thing  that  I  want  to  ask  you  about 
and  then  I  will  be  through.  I  have  been  trying  to  get  at  this  for  a 
week.    The  Lewiston  and  Logan  factories  are  18  to  20  miles  apart? 

Mr.  NiBLEY.  Yes. 

Mr.  Raker.  They  have  practically  the  same  climatic  conditions? 

Mr.  NiBLEY.  Yes,  sir. 

Mr.  Raker.  The  ground  is  practically  the  same? 

Mr.  NiBLEY.  Yes,  sir. 

Mr.  Raker.  And  they  are  both  watered  about  the  same,  are  they 
not? 

Mr.  NiBEEY.  Yes,  sir;  substantially. 

Mr.  Raker.  The  factory  at  Logan  is  under  the  Amalgamated  Co.  ? 

Mr.  NiBLEY.  Yes,  sir. 

Mr.  Raker.  Its  slicing  capacity  is  about  how  many  tons  per  day? 

Mr.  NiBLEY.  About  500  tons  per  day. 

Mr.  Raker.  And  the  slicing  capacity  at  Lewiston  is  about  what? 

Mr.  NiBLEY.  Six  hundred  tons. 

Mr.  Raker.  So  there  is  not  much  difference,  is  there  ? 

Mr.  NiBLEY.  No. 

Mr.  Raker.  The  Lewiston  factory  is  run  and  conducted  and 
handled  by  a  separate  and  independent  company,  and  by  the  manager 
of  that  company  and  that  alone? 

Mr.  NiBLEY.  No;  you  are  not  right.  The  manager  is  Mr.  Eccles, 
and  he  is  the  manager  of  the  Amalgamated  as  well  as  the  manager 
of  the  Lewiston. 

Mr.  Raker.  Does  he  get  any  salary  from  the  Lewiston  Co.? 

Mr.  NiBLEY.  I  could  not  tell  you.    I  do  not  know. 

Mr.  Raker.  In  other  words,  they  are  run  separate  and  distinct? 

Mr.  NiBLEY.  He  does  not  get  much  in  salaries. 

Mr.  Rakee.  They  are  run  separate  and  distinct? 

Mr.  NiBLEY.  They  are  run  as  separate  and  distinct  corporations, 
entirely;  yes,  sir. 

Mr.  Rakek.  Does  not  the  Lewiston  factory  put  out  or  put  on  the 
market  and  in  the  sack  sugar  just  as  cheaply  as  the  Logan  factory 
does  ? 

Mr.  NiBLEY.  I  think  it  does. 

Mr.  Raker.  Is  there  any  reason  why  it  should  not  ? 

Mr.  NiBLEY.  There  is  no  reason  in  the  world. 

Mr.  Raker.  Can  you  figure  out  any  reason  in  the  world  why  it 
should  not  ? 

Mr.  NiBLEY.  No ;  no  reason  in  the  world. 

Mr.  Raker.  Then  it  can  not  be  true  that  a  factory  must  be  owned 
by  a  large  combination  centered  in  Ney  Jersey,  with  factories  scat- 
tered all  over  the  United  States,  before  it  can  manufacture,  sugar 
as  cheaply  as  the  little  factory  up  at  Lewiston,  can  it? 

Mr.  NiBLEY.  No;  we  have  not  any  combination  of  that  kind  cen- 
tered in  New  Jersey. 

Mr.  Raker.  I  am  just  assuming  that  there  is  such  an  institution. 

Mr.  NiBLEY.  You  might  assume  it. 

Mr.  Raker.  I  am  doing  it  for  the  purpose  of  showing,  and  I 
knew  you  were  the  man  who  could  show  it,  that  with  one  good 
manager  the  Lewiston  factory,  running  on 'a  proper,  legitimate 
business  basis,  could  manufacture  sugar  and  put  it  on  the  market 
iust  as  cheaply  by  virtue  of  being  owned  by  a  certain  class  of  men — 
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a  few — as  it  could  be  if  that  factory  was  one  of  the  factories  owned 
by  an  institution  a  long  distance  off  owning  8  or  10  or  15  or  20 
factories. 

Mr.  NiBLEY.  To  that  I  -would  have  to  say  yes  and  no.  The  Lewis- 
ton  Sugar  Co.  can  make  sugar  just  as  cheaply  as  the  Logan  Sugar 
Co.,  providing  its  fixed  charges  are  not  any  more,  but  if  it  has  an 
independent  management  from  the  Amalgamated  Co. — the  Logan 
■Co. — do  you  not  see 

Mr.  Rakee.  I  see. 

Mr.  NiBLET.  If  it  had  an  independent  corps  of  officers,  and  the 
Amalgamated  had  five  or  six  factories,  with  one  corps  of  officers, 
then  it  could  not  make  sugar  just  as  cheap,  because  it  has  to  pay 
these  fixed  charges  itself,  whereas  the  fixed  charge  of  this  other  is 
divided  between  half  a  dozen,  or  three  or  four,  as  the  case  may  be. 

Mr.  Eakee.  Is  it  not  a  fact  that  if  you  take  four,  scattered  all 
around,  and  they  are  under  one  management,  that  they  pay  big 
salaries  ? 

Mr.  NiBLEY.  No ;  the  Amalgamated  does  not.  I  can  tell  you  that. 
I  know  Eccles,  and  he  does  not  pay  any  big  salaries. 

Mr.  Eaker.  He  does  not? 

Mr.  NiBLEY.  No. 

Mr.  Raker.  That  is  the  general  condition  in  the  big  corporations, 
where  they  have  half  a  dozen  plants,  is  it  not? 

Mr.  NiBKEY.  Large  corporations,  large  railroads,  or  any  others. 

Mr.  Raker.  They  pay  big  salaries? 

Mr.  NiBLEY.  Brain  is  the  highest  thing  in  the  market.  If  you  get 
a  lawyer,  a  good  lawyer,  you  have  got  to  pay  a  good  lawyer's  price 
or  you  will  not  get  brains. 

Mr.  Raker.  You  make  a  distinction  between  a  lawyer  and  a  good 
lawyer  ? 

Mr.  NiBLEY.  I  do ;  yes.  [Laughter.]  There  are  lawyers  and  law- 
yers. 

Mr.  Raker.  Sure.  Have  you  ever  investigated  that  feature  that  I 
am  talking  about  now?  I  am  deeply  interested  in  that  one  condi- 
tion; and  it  seemed  to  me  that  this  was  as  near  a  concrete  case  as 
any,  that  would  show  that  the  Lewiston  factory  would  produce  sugar 
just  as  cheaply  as  the  Logan  factory. 

Mr.  NiBLEY.  I  will  say  again,  to  make  it  clear,  that  if  the  Logan 
factory  has  the  same  fixed  charge  as  the  Lewiston  factory,  yes;  but 
if  the  fixed  charge  of  the  Logan  factory  is  one-third,  it  being  di- 
vided among  three  factories,  of  what  the  Lewiston  fixed  charge  is, 
then  no. 

Mr.  Raker.  Then  the  salaries  they  pay,  the  amount  of  money  they 
pay  in  the  management  of  their  mill  and  the  salaries  they  pay  to  the 
officers  in  a  large  concern,  would  determine  that  question? 

Mr.  NiBLEY.  To  a  very  great  extent,  yes,  sir. 

Mr.  Raker.  The  fact  of  handling  it  through  that  sized  factory 
Tvould  not  make  any  difference,  would  it  ? 

Mr.  NiBLEY.  Yes. 

Mr.  Raker.  To  any  considerable  extent? 

Mr.  NiBLEY.  Yes ;  in  just  the  same  relative  proportion ;  because  if 
the  one  man  were  handling  it  for  three  factories,  it  would  cast  you 
■one-third  what  it  would  to  handle  a  relative  amount  for  one  factory, 


AMEEICAN  SUGAK  REFINING  CO.  IIOS" 

Mr  Rakee.  Is  it  not  a  fact  that  after  you  get  a  certain  distance 
trom  the  factory  it  practically  becomes  an  expense,  the  larger  the 
factory  becomes,  instead  of  cheapening  it— just  like  a  sawmill,  where, 
after  you  get  a  certain  distance  from  the  saw  log  you  are  burdening 
the  management?  ^ 

Mr.  NiBLEY.  I  am  a  sawmill  man. 
Mr.  Raker.  That  is  true,  is  it  not  ? 

Mr.  NiBLEY.  That  is  true  with  respect  to  our  factories  and  it  is 
true  even  with  sawmills,  that  if  you  get  the  fixed  charges,  the  market- 
ing of  the  output  and  all  that  sort  of  thing,  in  fewer  hands,  you  re- 
duce your  fixed  charge  just  that  much.     One  factory  then  can  not 
make  sugar  as  cheap  as  three  or  four  that  are  combined.    It  would 
be  impossible  to  do  it.    It  is  absurd  to  say  that  it  can  be  done,  I  think. 
Mr.  Rakee.  I  think  I  will  leave  it  at  that ;  thank  you. 
The  Chaieman.  Are  there  any  other  members  of  the  committee 
that  would  like  to  ask  the  witness  questions  ? 
Mr.  Stilzee.  I  would  like  to  ask  a  few  questions. 
The  Chairman.  Mr.  Sulzer. 

Mr.  Stji/ZEE.  Bishop,  you  are  a  well-informed  man? 
Mr.  NiBLEY.  Thank  you. 

Mr.  SxnLZER.  And  no  doubt  you  are  very  familiar  with  this  whole 
sugar  question? 

Mr.  NiBLEY.  No;  I  am  not. 

Mr.  SuLZER.  I  would  like  to  ask  you  a  few  questions  for  general 
information. 
Mr.  NiBLEY.  Yes,  sir. 

Mr.  Sulzer.  You  can  raise  beet  sugar  as  cheaply  in  Utah  as  you 
can  raise  it  any  place  in  the  world,  can  you  not  ? 

Mr.  NiBLEY.  We  can  raise  beets  and  manufacture  sugar  out  of 
beets  as  cheaply  as  it  can  be  done  any  place  in  the  world  ?  I  would 
not  like  to  say  that.    That  is  problematical. 

Mr.  SuLZEE.  You  can  raise  beet  sugar,  or  make  beet  sugar,  in  Utah 
as  cheaply  as  in  any  other  State  in  the  Union  ? 

Mr.  NiBLEY.  I  do  not  know  that.  There  is  some  Utah  capital  now 
looking  into  Texas — some  of  you  gentlemen  may  be  from  Texas — 
on  the  ground  that  they  can  raise  beet  sugar  there  cheaper  than 
they  can  at  home;  and  Mr.  Eccles's  son  is  down  there  now  looking 
the  country  over.  So  it  would  be  rash  for  me  to  say  that  we  can 
make  it  just  as  cheaply  as  in  any  country  in  the  world,  because  I  do 
not  know. 

Mr.  Stjlzer.  You  are  charging  the  consumers  in  Utah  for  sugar 
just  about  the  same  as  the  consumers  are  paying  for  sugar  in  New 
York? 
Mr.  NiBLEY.  I  do  not  know.    I  think  substantially  the  same. 
Mr.  SuLZEE.  Is  it  more  or  less  ? 
Mr.  NiBLEY.  I  think  it  is  less  in  New  York. 
Mr.  SuLzER.  Less? 
Mr.  NiBLEY.  Yes ;  a  trifle  less. 

Mr.  Sulzer.  Why  do  you  charge  the  people  in  Utah  more  for 
sugar  than  the  American  Sugar  Refining  Co.  charges  people  for 
sugar  in  New  York  ? 
Mr.  NiBLEY.  Why? 
Mr.  Sulzer.  Yes. 
Mr.  NiBLEY.  It  is  a  question  of  supply  and  demand. 
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Mr.  Sttlzeb.  You  get  as  much  for  your  sugar,  then,  as  you  can? 

Mr.  NiBLEY.  Why,  certainly.  What  in  the  world  are  we  there  for  ? 
[Laughter] . 

Mr.  SuLZEE.  Notwithstanding  the  church  is  interested  in  it? 

Mr.  NiBUET.  Notwithstanding  the  church  is  interested  as  a  stock- 
holder in  the  company.  They  sell  their  sugar,  and  they  would  be 
foolish  if  they  did  not,  as  a  farmer  would  sell  his  wheat,  as  I  have 
tried  to  explain.  He  is  there  raising  wheat  where  you  people  are, 
during  the  year,  sending  him  more  wheat  to  supply  that  country. 
He  does  not  say :  "  If  you  were  not  there  to  buy  my  wheat  I  would 
haA'e  to  sell  it  out  here  at  the  Missouri  River,  and  therefore  I  will 
sell  it  to  you  just  at  the  price  I  would  sell  it  for  at  the  river."  The 
farmer  does  not  do  that,  and  you  would  not  do  it.  No  sensible  man 
would.  He  sells  it  for  what  he  can  get,  just  like  you  would  a  pair 
of  shoes,  or  socks,  or  a  cheese,  or  butter,  or  anything  else. 

Ml'.  SuLZEU.  Have  you,  directly  or  indirectly,  any  arrangement 
with  the  American  Sugar  Refining  Co.  as  to  the  preces  you  shall 
charge  for  your  product? 

Mr.  NiBLET.  Neither  directly  or  indirectly  any  arrangement  what- 
ever. 

Mr.  SuLZEE.  If  you  were  not  in  the  beet-sugar  business  at  all,  the 
people  of  Utah  would  get  their  sugar  cheaper,  would  they  not? 

Mr.  NiBLEY.  I  do  not  think  they  would. 

Mr.  SuLZEE.  Why  would  they  not? 

Mr.  NiBLEY.  Because  the  fact  that  the  sugar  factories  are  there 
producting  sugar  has  a  tendency  to  hold  the  prices  lower  rather  than 
higher. 


Mr.  SuLzEE.  Would  you  say  the  American  Sugar  Refining  Co.- 


Mr.  NiBLEY.  It  tends  to  equality;  as  an  equalizer — necessarily  so. 

Mr.  Sttlzee.  The  American  Sugar  Refining  Co.  is  selling  sugar 
cheaper  in  the  Missouri  Valley  to-day  than  you  are  selling  it  in  Utah? 

Mr.  NiBLEY.  Yes,  sir. 

Mr.  SuLZEE.  Even  including  the  cost  of  transportation  to  the  State 
of  Utah,  if  the  beet-sugar  people  were  out  of  business  entirely  in  your 
State,  the  consumers  there  would  be  able  to  buy  sugar  just  about  as 
cheap  as  they  do  now? 

Mr.  NiBLEY.  Perhaps,  and  perhaps  not. 

Mr.  SuLZEE.  Does  the  beet-sugar  industry  in  your  State  depend 
directly  or  indirectly  for  its  existence  upon  protection  from  the 
Government  ? 

Mr.  NiBLEY.  I  think  it  does. 

Mr.  SxJLZER.  If  it  had  no  protection  you  would  go  out  of  business  ? 

Mr.  NiBLEY.  I  think  it  would  ruin  the  industry. 

Mr.  SuLZEE.  And  if  you  went  out  of  business  the  people  would 
get  their  sugar  just  as  cheap  then  as  they  do  now? 

Mr.  NiBLEY.  I  do  not  believe  a  word  of  it. 

Mr.  SuLZEE.  Do  you  think  they  would  have  to  pay  more  ? 

Mr.  NiBLEY.  I  do. 

Mr.  SuLZEE.  I  understood  you  to  say  a  little  while  ago  that  they 
would  get  their  sugar  about  as  cheap  whether  you  were  or  were  not 
in  business? 

Mr.  NiBLEY.  I  said  jDerhaps,  and  also  perhaps  not. 

Mr.  SuLZEE.  How  long  do  you  imagine  it  will  require  protection 
from  the  Government  for  your  industry?  .        ■       - 
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Mr.  NiBLEY.  Well,  now,  my  friend,  politics  is  a  long  question  to 
argue.    I  have  heard  the  tariff  thrashed  out  many  times. 

Mr.  SuLZEE.  There  is  no  politics  in  this  question. 

Mr.  NiBLEY.  There  is  not  ? 

Mr.  SuLZER.  It  is  an  economical  question. 

Mr.  NiBLEY.  Oh,  yes.  I  hear  the  economics  of  it.  [Laughter.] 
It  is  going  to  take  a  long  while.  I  have  heard  it  ever  since  I  was  a 
child,  and  you  will  not  convert  me,  and  I  will  not  convert  you,  I 
am  sure. 

Mr.  SuLZEE.  In  other  words,  you  think  the  industry  demands  help 
from  the  Government  ? 

Mr.  NiBLET.  I  do. 

Mr.  Stjlzee.  And  if  it  did  not  receive  help  from  the  Government 
it  could  not  possibly  exist? 

Mr.  NiBLEY.  I  do ;  I  believe  that. 

Mr.  SuLZER.  You  are  making  a  good  profit,  however,  to-day? 

Mr.  NiBLEY.  Fairly. 

Mr.  SuLZEE.  Seven  per  cent  profit  is  a  pretty  good  profit,  is  it  not  ? 

Mr.  NiBLEY.  Fairly. 

Mr.  SuLZER.  If  the  people  of  Utah  were  not  raising  sugar  beets, 
they  would  be  raising  something  else  ? 

Mr.  NiBLEY.  Yes ;  they  say  they  do  in  Kansas.  If  they,  do  not 
raise  corn  they  raise  something  else.    [Laughter.] 

Mr.  SuLZER.  The  other  things  they  are  raising  are  profitable,  too? 

Mr.  Garrett.  In  Kansas?     [Laughter.] 

Mr.  SuLZER.  Outside  of  Kansas. 

Mr.  NiBLEY.  Yes;  everything  the  farmer  has  produced  of  late  years 
has  been  very  profitable. 

Mr.  SuLZEE.  The  farmers  in  Utah  are  pretty  prosperous,  are  they 
not? 

Mr.  NiBLEY.  Yes,  sir ;  of  late  years  they  have  done  very  well. 

Mr.  SuLZEE.  That  has  been  my  experience  in  traveling  through  the 
State. 

Mr.  NiBLEY.  I  buy  everything  I  have  to  eat;  and  when  I  have  to 
pay  50  or  75  cents  for  a  spring  chicken  and  40  cents  a  pound  for  but- 
ter, and  40  cents,  maybe,  for  a  dozen  eggs,  and  a  high  price  for  his 
bushel  of  potatoes,  and  other  things  in  proportion,  I  say  the  farmer 
is  doing  pretty  well.  And  the  high  cost  of  living,  let  me  tell  you — 
but  we  will  not  argue  that.     That  is  politics. 

Mr.  SuLZER.  If  sugar  could  be  some  little  cheaper,  it  would  be 
something  along  the  line  of  a  reduction  in  the  cost  of  high  living? 

Mr.  NiBLEY.  Sugar  is  about  as  cheap  now  as  it  ever  was.  On 
sugar  and  lumber  I  am  posted.  Lumber  is  cheaper  in  Portland, 
Oreg.,  now  than  it  has  been  in  20  years,  notwithstanding  the  Lumber 
Trust  and  the  high  price  of  lumber,  and  all  the  rest  of  the  tommy  rot. 

Mr.  SuLZER.  The  object  of  your  arrangement  with  the  American 
Sugar  Eefining  Co.  was  to  limit  the  cost  of  production,  was  it  not  ? 

Mr.  NiBLEY.  No,  sir.  Oh,  I  beg  your  pardon.  I  did  not  quite 
catch  that. 

Mr.  SuLZEE.  To  limit  the  cost  of  production  by  economies  ? 

Mr.  NiBLEY.  Well,  yes;  that  was  partly  true;  but  the  principal 
object  in  our  connection  with  them  was  to  extend  the  enterprise  and 
the  business. 

Mr.  SuLZEE.  By  getting  their  capital? 
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Mr.  NiBLEY.  By  getting  their  capital  to  build  further  factories. 

Mr.  SuLZEE.  Do  you  think  that  arrangement  with  the  American 
Sugar  Refining  Co.  was  a  benefit  not  only  to  the  industry  in  Utah 
and  Idaho  but  to  the  people  of  those  States  generally? 

Mr.  NiBLEY.  I  know  it  was. 

Mr.  SuLZEE.  I  do  not  care  to  pursue  this  line  of  inquiry  any  fur- 
ther, Bishop,  but  I  would  like  to  have  you  tell  us  in  your  own  frank 
way  if  you  believe,  from  all  you  know  of  the  subject  matter,  that  any 
legislation  that  Congress  could  enact  would  help  the  consumers  in 
regard  to  the  price  they  have  to  pay  for  sugar? 

Mr.  NiBLEY.  Yes ;  anything  that  will  keep  the  people  at  work  will 
help  the  consumers  ultimately.  Anything  that  deprives  them  of  work 
will  injure  the  consumers  as  well  as  everybody  else.  In  a  general 
sense  that  is  true,  I  believe. 

Mr.  SuLZEE.  Why  can  you  not  sell  sugar  to  your  own  people  in 
your  own  State  just  as  cheap  as  the  American  Sugar  Refining  Co.  or 
the  Arbuckles  can  sell  sugar  to  the  people  in  the  State  of  New  York  ? 

Mr.  NiBLEY.  Because  it  can  not  be  produced  for  the  amount  of 
money  that  the  Arbuckles  or  the  American  Sugar  Refining  Co.  would 
sell  for  at  the  Missouri  River.  I  am  not  conversant  with  the  price  in 
the  State  of  New  York. 

Mr.  Stjlzee.  Is  there  any  agreement  or  understanding,  express  or 
implied,  between  your  company  and  the  American  Sugar  Refining 
Co.  as  to  whether  the  American  Sugar  Refining  Co.  shall  ship  any  of 
their  product  to  your  State  or  not? 

Mr.  NiBLEY.  None  in  the  world. 

Mr.  SuLZER.  None  in  the  world? 

Mr.  NiBLEY.  Not  at  all ;  in  fact,  they  do  ship  some  to  the  State  right 
along. 

Mr.  SuLZER.  Is  there  any  agreement,  express  or  implied,  between 
your  company  and  the  American  Sugar  Refining  Co.  as  to  the  prices 
that  you  shall  charge,  or  that  they  shall  charge  in  your  State  for  re- 
fined sugar? 

Mr.  NiBLEY.  Not  at  all.  That  would  be  impossible,  because  sugar 
is  a  world  product ;  and  if  there  is  a  heavy  crop  of  beets  in  Germany 
this  year,  and  in  Holland  and  France,  you  will  find  that  sugar  will  be 
lower.  If  the  crop  is  light  in  Germany  and  Russia  and  France  and 
Holland,  and  those  continental  countries,  and  light  here  also,  you  will 
find  that  it  may  be  higher.  It  is  supply  and  demand  that  regulates 
it,  after  all. 

Mr.  SuLZEE.  Where  does  most  of  the  sugar  that  you  manufacture 
go? 

Mr.  NiBLEY.  To  the  Missouri  River.  Seventy-five  per  cent  of  it 
goes  to  the  Missouri  River. 

Mr.  SuLZER.  And  that  is  consumed  by  people  in  the  Missouri  River 
Valley  ? 

Mr.  NiBLEY.  I  suppose  they  consume  it;  yes,  sir. 
Mr.  SuLZEE.  How  much  of  the  cane  sugar  do  you  suppose  is  used, 
on  a  general  average,  in  Utah,  in  comparison  with  the  product  of 
the  beet-sugar  companies? 

Mr.  NiBLEY.  Cane  sugar.    Now,  Mr.  Cutler  answered  that  this 
morning.     I  can  not  say,  but  I  think  he  said  10  per  cent,  did  he  not? 
Mr.  SuLZEE.  I  understood  him  to  say  10  per  cent  was  cane  sugar 
and  about  90  per  cent  beet  sugar. 
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Mr.  NiBLEY.  Yes,  sir. 

Mr.  Stjlzee.  So  you  think  that  we  could  not  enact  any  legislation 
that  would  relieve  the  people  in  any  way  as  to  the  high  cost  of  sugar  ? 

Mr.  NiBLEY.  I  would  like  you  to  repeat  that  question. 

Mr.  SuLZEE.  I  say,  so  you  believe  that  there  is  no  legislation  that 
Congress  can  enact  in  regard  to  the  product  of  sugar  and  the  price 
of  sugar  to  the  people  that  would  cheapen  the  cost  of  sugar  to  the 
consumer  thereof? 

Mr.  NiBLEY.  Oh,  yes;  I  think  they  could.  If  they  took  the  tariff 
off  of  sugar  entirely,  I  think  it  would  probably — probably  cheapen  the 
price  a  little,  temporarily ;  but  it  would  be  at  the  ruin  of  the  great 
beet-sugar  industry — the  utter  ruin. 

Mr.  Stjlzee.  You  are  pretty  sure  of  that,  in  your  judgment? 

Mr.  NiBLET.  I  am. 

Mr.  Stjlzee.  That  is  all.  Bishop. 

Mr.  Hinds.  Have  you  any  reason  to  suppose  that  after  the  beet- 
sugar  industry  had  been  ruined  sugar  would  be  cheaper  in  Utah, 
at  least,  than  it  is  now  ? 

Mr.  NiBLEY.  I  do  not  think  it  would  be.  I  have  no  reason  to  sup- 
pose it  would. 

Mr.  Hinds.  It  would  be  a  temporary  affair  so  far  as  that  country  is 
concerned  ? 

Mr.  NiBLEY.  I  think  it  is  more  likely  to  be  higher  a  little  later  on. 

Mr.  Hinds.  How  would  it  be  as  to  the  rest  of  the  country  to  drop 
out  500,000  tons  of  the  annual  production  ? 

Mr.  NiBLEY.  I  do  not  think  ultimately  it  would  cheapen  the  price 
of  sugar. 

Mr.  Hinds.  Do  you  know  of  any  nation  besides  England  where  the 
people  get  their  sugar  cheaper  than  ours  do  ? 

Mr.  NiBLEY.  They  are  all  dearer. 

Mr-  Hinds.  They  are  all  dearer,  you  say  ? 

Mr.  NiBLEY.  They  are  all  dearer.  They  are  dearer — very  much, 
most  of  them,  except  England. 

Mr.  Hinds.  How  much  cheaper,  at  retail,  do  the  English  people 
get  their  sugar  than  we  do  ? 

Mr.  NiBLEY.  I  think  tliat  when  sugar  sells  here,  say,  at  $5 — I  am 
just  speaking  in  round  figures  now — -that  the  English  people  may  be 
buying  theirs — it  would  be  the  difference  of  the  tariff.  You  can 
figure  it  yourself  better  than  I  can.  But  I  should  say  $1  a  bag,  in 
round  figures,  difference.  But  the  continental  countries — France, 
Germany,  Holland,  and  all  thos-e  countries — pay  very  much  more 
than  we  do  for  their  sugar.  - 

Mr.  Rakee.  There  is  one  other  question  I  would  like  to  ask  Mr. 
Nibley.  He  has  been  very  positive  in  one  answer,  and  I  would  like 
to  have  him  take  his  time  and  get  it  in  the  record  as  he  understands 
it.  You  say  if  the  tariff  was  taken  off  of  sugar,  the  importation  of 
sugar,  raw  and  refined  (I  understand  both),  or  either,  that  it  would 
ruin  the  beet-sugar  industry  ?  ' 

Mr.  Nibley.  Yes. 

Mr.  Eakee.  Will  you  explain,  Mr.  Nibley,  why  it  would? 

Mr.  Nibley.  Because  sugar  would  be  temporarily,  for  a  year  or 
two  or  three,  cheaper,  so  much  cheaper  that  it  would  ruin  that  indus- 
try, and  my  opinion  is   (of  course,  that  can  only  be  a  matter  of 
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opinion  with  you  or  I  or  anybody),  my  opinion  is  that  in  a  little 
while  the  price  would  come 'back  to  about  where  it  was  before,  and 
that  it  might  be  fixed  up  in  some  way  so  that  it  would  be  even  more. 

Mr.  Raker.  But  you  did  not  get  the  purport  of  my  question;  and 
when  I  get  that  I  am  through.  You  say  it  would  ruin  the  beet  in- 
dustry ? 

Mr.  NiBLEY.  Yes. 

Mr.  Raker.  Which  means  the  cultivation  of  the  beets,  the  beet 
manufactories,  and  those  engaged  in  either  of  them  ? 

Mr.  NiBLET.  That  is  Avhat  it  means. 

Mr.  Raker.  It  would  ruin  their  business? 

Mr.  NiBijjY.  Certainly  it  would. 

Mr.  Raker.  They  could  not  stand  a  reduction  of  half  a  cent? 

Mr.  NiBLEY.  No,  no.  I  think  some  of  the  factories  now  are  not 
making  half  a  dollar  a  bag.  on  an  average,  where  thej'  have  to  ship 
it  to  the  river. 

Mr.  Raker.  Do  you  know  why  the  people  are  demanding  that 
there  be  a  reduction  in  the  cost  of  sugar,  and  they  claim  that  they 
ought  to  get  it  $2  a  hundred  cheaper  than  they  are  now  ? 

Mr.  NiBLEY.  I  do  not  think  the  people  are  demanding  that. 

Mr.  Raker.  You  do  not  believe  there  is  anything  in  it? 

Mr.  NiBLEY.  Not  veiy  much.  There  is  a  good  deal  of  political 
talk — more  than  a  real  demand.  The  trouble  over  the  high  cost  of 
living  comes  from — I  will  not  say  the  excessive  prices,  but  from  the 
high  prices  that  everybody  who  buy  their  living  and  who  do  not 
raise  it  from  the  farm  have  had  to  pay  to  the  farmer  in  the  last  few 
years.  Everything — the  meat,  the  beef,  the  mutton,  the  poultry, 
eggs,  butter,  cheese,  hay,  potatoes — everything  that  the  farmer  has 
produced  in  the  last  few  years  has  been  high.  That  makes  the  high 
cost  of  living,  and  it  makes  good  times  for  the  farmer.  It  is  a  little 
bad  on  me  or  on  you,  who  have  to  buy,  but  I  would  rather  do  it.  I 
would  rather  pay  a  little  higher  price.  As  to  this  demand  that  sugar 
should  be  reduced,  and  that  everybody  is  sweltering  under  the  load 
of  oppressive  sugar  prices,  there  is  a  whole  lot  of  humbug  about 
that — a  whole  lot  of  humbug.    That  is  my  "  think  "  only. 

Mr.  Raker.  I  know.  Would  that  apply  to  the  other  commoditie-. 
in  the  same  way — the  other  statement  that  all  the  other  prices  are 
too  high? 

Mr.  NiBLEY.  As  to  the  trust  price-,  I  have  only  investigated  this 
far.  I  am  a  lumberman.  I  am  in  the  lumber  business,  and  I  know 
whereof  I  speak.  Lumber  is  cheaper  right  in  Portland  to-day  than 
ft  has  been  for  years.  I  can  buy  lumber  on  the  cars  for  $6  a  thousand 
feet,  and  stumpage  ought  to  be  nearlv  vwrth  that  in  favorable  local- 
ities, in  some  of  the  Eastern  States.  Talk  about  the  manufacturers' 
Lumber  Trust.  I  know  that  that  talk  is  moonshine,  because  I  know 
ef  these  prices,  as  I  say.  I  know,  as  to  the  Sugar  Trust,  that  sugar 
IS  just  as  cheap.  The  trust  has  not  raised  the  price  of  sugar.  The 
trust  articles,  as  a  rule,  have  not  been  raised.  Oil  has  not  been  raised. 
I  am  not  a  trust  man.  I  do  not  own  a  dollars  worth  of  stock  in  any 
trust  m  the  world,  and  I  want  to  be  for  the  people— the  "  peepul" 
plaughter]  are  my  friends,  you  know.  But  it  is  a  fact,  and  it  is  true, 
that  while  the  trust  prices  have  not  been  raised,  the  products  of  the 
farmer  have  been  raised,  and  that  has  brought  about  the  high  cost 
af  living.    The  quicker  we  all  size  that  up  and  take  it  quietly  and  let 
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the  farmer  prosper,  the  better  I  think  it  woukl  be  for  us.  I  do  not 
think  the  farmer  feels  that  he  is  oppressed.  He  is  paying  the  same 
price  for  his  sugar  that  he  has  paid  riglit  along.  It  has  not  been 
-raised  on  him,  particularly,  that  I  kno\Y.  It  is  as  cheap  now  as  if 
ever  was,  or  just  about  as  cheap.  As  I  say,  if  there  is  a  very  big  crop 
in  Holland,  in  Germany,  or  in  France,  you  will  find  that  sugar  will 
be  lower  the  next  year,  because  it  is  a  world  prodiict,  just  like  wheat, 
and  the  law  of  supply  and  demand  reg-ulates  it.  If  it  were  not  for  the 
tarilf,  sugar  would  be  a  little  cheaper.  While  we  Avoukl  get  our  sugar 
for  a  little  while  cheaper,  I  doubt  very  much  if  we  would  get  it  very 
long  cheaper. 

I'he  Chaiejiax.  Gentlemen,  have  any  of  you  any  further  questions 
to  ask  of  this  witness.  If  not,  I  will  ask  two  or  three  questions,  and 
then  we  will  excuse  the  witne^^s. 

Did  you  go  to  see  Mr.  Havemeyer  in  Kew  York  with  Mr.  Cutler? 

Mr.  I^mLEY.  I  did. 

The  Chaie'man.  To  get  him  to  invest  in  that  Lewiston  plant  ? 

Mr.  NiBLBY.  Yes.  I  think  I  explained  in  the  beginning  that  Mr. 
Eccles  and  Mr.  Cutler,  too,  felt  that  I,  in  starting  this,  what  they 
called  opposition  company 

The  Chairman.  A  competitor,  in  other  words? 

Mr.  NiBLEY.  Yes.  Inasmuch  as  the  eastern  people  had  just  bought 
into  this  enterprise,  and  were  expecting  to  extend  it,  that  I  was  act- 
ing in  bad  faith. 

The  Chairman.  But  you  did  not  think  so? 

Mr.  NiELEY.  I  did  not  think  so.  I  said:  "I  have  no  objection  to 
Mr.  Havemeyer  or  anybody  else.  I  am  willing  to  sell  half  of  the 
stock  to  you,  or  you  can  sell  it  to  him,  or  I  will  sell  it,"  and  we  went 
to  Mr.  Havemeyer  together,  and  I  offered  to  sell  him  a  half  interest 
in  that  factory. 

The  Chairman.  Did  he  raise  any  objection  to  buying  it? 

Mr.  NiBLEY.  No,  sir. 

The  Chairman.  Did  he  say  right  off  that  he  would  buy  it? 

Mr.  NiBLEY.  He  said  he  would. 

The  Chairman.  He  said  he  would  ? 

Mr.  NiBLEY.  Yes,  sir. 

The  Chairman.  Did  you  conclude  that  trade  right  away  ? 

Mr.  NiBLEY.  Not  right  away,  because  Mr.  Eccles  rather  objected 
to  the  factory  being  built  there  at  all. 

The  Chairman.  I  understand.  You  have  been  over  that;  but  none 
of  those  objections  came  from  Mr.  Havemeyer? 

Mr.  NiBLEY.  No,  sir.  •,    t  T,r 

The  Chairman.  And  as  soon  as  you  got  Mr.  Eccles  reconciled  Mr. 
Havemeyer  went  in? 

Mr.  NiBLEY.  He  went  in,  right  along. 

The  Chairman.  He  waited  until  Mr.  Eccles  was  reconciled, 
though  ? 

Mr.  NiBLEY.  Yes,  sir. 

The  Chairman.  And  until  Mr.  Cutler  was  reconciled  i 

Mr.  NiBLEY.  Yes,  sir.  . 

The  Chairman.  How  long  did  it  take  to  get  those  two  reconciledj 

Mr.  NiBLEY.  Probably  six  or  eight  months,  before  we  concluded 

the  deal.  .  ,  ^  ,,    , 

The  Chairman.  Six  on  eight  months  i 
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Mr.  XiBLEY.  Yes,  sir. 

The  CiiAiRJiAN.  Are  there  any  beet  sugar  factories  now  being  es- 
tablished in  Utah  or  Idaho? 

Mr.  NiBLEY.  Yes,  sir ;  there  is  one  being  built  near  Richfield,  at  a 
little  place  called  Elsinore. 

The  Chairman.  That  is  in  southern  Utah? 

Mr.  NiBLEY.  That  is  in  southern  Utah,  in  Sevier  County. 

The  Chairman.  Is  that  a  very  small  plant? 

Mr.  NiBLEY.  No ;  about  500  tons,  I  think. 

The  Chairman.  Are  there  any  more  anywhere  in  either  one  of 
those  States? 

Mr.  NiBLEY.  No ;  I  do  not  know  of  any  more. 

The  Chairman.  I  have  been  very  much  interested  in  your  disser- 
tation on  the  tariff  and  on  the  prices  and  on  the  trusts,  and  I  will 
say  that  I  believe  I  could  come  nearer  pinning  confidence  in  you  as  a 
historian  than  as  a  prophet. 

Mr.  NiBLEY.  Yes. 

The  Chairman.  In  the  first  place,  the  world's  price  of  sugar  is 
a  fixed  quantity ;  that  is  to  say,  there  is  a  world's  price,  like  there  is 
on  wheat  and  on  a  number  of  other  great  commodities. 

Mr.  NiBLEY.  I  think  so. 

The  Chairman.  And  the  governing  factor  in  it  is  the  Hamburg 
market,  is  it  not? 

Mr.  NiBLEY.  As  to  wheat? 

The  Chairman.  No;  as  to  sugar? 

Mr.  NiBLEY.  As  to  sugar?     The  Hamburg  market? 

The  CiiAiRaiAN.  If  you  have  been  all  over  the  world  and  know 
as  much  about  the  sugar  business  as  you  seem  to 

Mr.  NiBLEY.  I  think  that  is  right. 

The  Chairman.  And  what  the  sugar  costs,  even  in  Utah,  is  figured 
indirectly  on  what  the  Hamburg  market  is? 

Mr.  NiBLEY.  Indirectly. 

The  Chairman.  Because  they  figure  first  the  export  price  at  Ham- 
burg and  add  to  that  the  cost  of  transportation  and  insurance,  and 
then  the  duty,  and  that  gives  you  the  New  York  price? 

Mr.  NiBLEY.  Yes, 

The  Chairman.  When  you  get  the  New  York  price  fixed,  from 
the  New  York  price  the  San  Francisco  price  is  fixed  in  the  manner 
testified  to  before  the  committee,  which  I  will  not  repeat,  and  you 
fix  your  price  from  the  San  Francisco  price? 

Mr.  NiBLEY.  Yes;  although  the  price  in  New  York  may  not  be 
the  price  in  Hamburg  plus  the  freight  and  the  tariff.  It  may  be 
even  lower. 

The  Chairman.  And  it  may  be  higher.  Sometimes  there  is  what 
they  call  a  disparity  between  the  two  markets,  the  foreign  and  the 
American,  but  it  is  never  permanent  ? 

Mr.  NiBLEY.  No;  I  think  not. 

The  Chairman.  And  it  is  never  great,  is  it? 

Mr.  NiBLEY.  Not  very  great. 

The  Chairman.  And  it  always  comes  back  to  that  level.  In  other 
words,  like  water,  it  finds  its  own  level  ? 

Mr.  NiBLEY.  I  think  that  is  correct. 

The  Chairt.ian.  And  that  is  the  standard? 

Mr.  NiBLEY.  I  think  that  is  correct. 
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The  Chairman.  Now,  then,  if  to-day  the  export  price  of  refined 
sugar,  say,  in  Hamburg,  were  $2.64,  and  it  cost  10  cents  a  pound  to 
transport  it 

Mr.  NiBLEY.  Ten  cents  a  hundred. 

The  Chairman.  Ten  cents  a  hundred — to  transport  it  and  5  cents 
for  insurance  and  $1.95  for  tariff ;  that  would  give  you  the  New  York 
price,  would  it  not? 

Mr.  NiBLET.  Substantially. 

The  Chairman.  On  refined  sugar,  I  mean.  The  tariff  is  $1.90,  I 
believe,  now? 

Mr.  NiBLEY.  Yes. 

The  Chairman.  Is  it  not  evident  from  that  that  the  people  of  the 
United  States  pay  $1.90  a  hundred  more  than  they  would  pay  but 
for  this  tariff,  leaving  out  the  question  that  you  have  suggested  about 
the  reflex  action? 

Mr.  NiBLEY.  Academically,  yes. 

The  Chairman.  Academically,  that  is  true,  is  it  not? 

Mr.  NiBLEY.  I  think  so. 

The  Chairman.  I  am  coming  to  your  proposition,  then,  in  a 
moment;  I  know  what  your  exception  is  to  it.  I  understand  what 
you  have  said.     We  will  not  go  over  that  any  more  than  we  can  help. 

Mr.  NiBLEY.  Theoretically. 

The  Chairman.  But  academically  and  mathematically,  that  is 
true? 

Mr.  NiBLEY.  No;  theoretically,  it  is  true. 

The  Chairman.  It  is  a  mathematical  proposition,  is  it  not? 

Mr.  NiBLEY.  I  suppose  you  could  figure  it  out  mathematically. 

The  Cpiairman.  Let  us  see.  Do  you  know  what  the  world's  total 
production  of  sugar  is  this  year  ? 

Mr.  NiBLEY.  I  do  not. 

The  Chairman.  Let  me  state  it  for  your  information.  It  is  nearly 
16,000,000  tons.  Do  you  know  what  the  total  beet-sugar  production 
of  the  United  States  is  ? 

Mr.  NiBLEY.  I  do  not. 

The  Chairman.  In  the  neighborhood  of  500,000  tons.  Do  you 
mean  to  tell  the  committee  that  it  is  your  opinion — I  linow  we  are 
theorizing  in  this  last  part  of  your  evidence,  but  we  have  been  inter- 
ested in  the  theory — that  because  we  did  away  entirelj'^  with  500,000 
tons  of  beet  sugar  produced  in  the  United  States,  even  if  it  had  that 
effect,  granting  your  premise  on  that  condition,  therefore  that  500,000 
tons  are  going  to  control  the  other  fourteen  and  one-half  millions  of 
the  world's  consumption  ? 

Mr.  NiBLEY.  It  would  not  control. 

The  Chairman.  It  ought  not  to  have  any  more  than  its  propor- 
tionate effect,  ought  it? 

Mr.  NiBLiDY.  It  would  ruin  the  beet-sugar  producer. 

The  Chairman.  I  am  speaking  about  the  consumer.  It  ought  to 
have  just  an  effect  proportionate  to  the  amount  of  the  production 
here  compared  to  the  world's  production.    Do  you  not  agree  on  that? 

Mr.  NiBLEY.  I  think  that  is  right. 

TheCpiAiRMAN.  You  said  it  would  ruin  the  beet-sugar  man.  There 
are  about  $100,000,000  invested  in  the  beet-sugar  business  in  the 
United  States,  are  there  not  ? 

Mr.  NiBLEY.  Something  like  that. 
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The  Chairman.  It  has  paid  handsomely  so  far,  has  it  not? 

Mr.  NiBLEY.  I  believe  very  well.  I  only  know  as  to  our  factories ; 
I  believe  most  of  them  fairly  well, 

The  CiiAiKJiAN.  Considering  their  capitalization  and  all,  they  have 
paid  remarkably  well,  have  they  not,  since  the  Dingley  bill  in  1897? 

Mr.  NiBLEY.  They  have  done  very  well. 

The  Chairman.  Having  one  hundred  millions  of  capital  and 
yielding  ten  million  a  year,  do  you  feel  like  it  is  right  that  the  people 
of  the  United  States  ought  to  pay  $1.90  more  on  every  100  pounds  of 
sugar  they  consume  to  support  that  industry? 

Mr.  NiBLEY.  It  may  be  exactly  right. 

The  Chairman.  Why? 

Mr.  NiBLEY.  It  would  be  a  long  story  to  go  into  an  argument  on 
the  whys. 

The  Chairman.  Do  you  not  think  that  possibly  you  may  be  in- 
fluenced in  your  view  of  that  matter  because  you  and  your  church 
and  your  people  are  the  beneficiaries  of  this  system  to  some  extent ; 
is  not  that  human  nature? 

Mr.  NiBLEY.  Apart  from  the  benefits 

The  Chairman.  Do  you  think  you  could  separate  in  your  own 
mind  the  natural  environment  you  have  over  this  subject,  as  a  beet- 
sugar  man,  and  just  look  at  it  from  a  governmental  standpoint? 

Mr.  NiBLEY.  I  think  theoretically  you  would  work  it  out  all  right, 
but  I  think  practically  you  would  work  it  out  all  wrong.  That  is 
about  as  concise  as  I  can  state  it. 

The  Chairman.  Will  you  explain  to  me,  though,  either  practically 
or  theoretically,  why  it  is  that  this  500,000  tons  of  beet  sugar  pro- 
duced in  this  country  that  you  are  interested  in,  and  for  which  you 
have  made  so  eloquent  a  defense  to-day,  would  have  so  wonderful  an 
effect  on  the  entire  world  production  and  on  the  world  price? 

Mr.  NiBLEY.  It  does  not  have  such  a  wonderful  effect. 

The  Chairman.  You  said  we  would  get  sugar  cheaper  for  a  year 
or  two,  and  then  it  would  go  back. 

Mr.  NiBLEY.  I  think  it  would. 

The  Chairman.  When  the  whole  production  is  750,000  tons  out  of 
nearly  15,000,000? 

Mr.  NiBLEY.  Those  are  things  that  have  to  be  proved.  I  say  the 
theory  is  all  on  your  side. 

The' Chairman.  The  theory  is  on  my  side? 

Mr.  NiBLEY.  Yes. 

The  Chairman.  So  far  the  practice  has  been  on  yours,  but  the  time 
may  come  when  it  will  change.  You  say  the  trusts  have  been  pretty 
good  things,  you  think? 

Mr.  NiBLBY.  No ;  I  did  not  say  that.  I  say  that  this  outcry  against 
trusts  as  to  the  high  price  of  living  is  a  good  deal  of  humbug. 

The  Chairman.  Have  you  ever  had  an  opportunity  of 'reading  th': 
report  filed  by  the  Eepublican  majority  in  the  Senate  on  Senator 
Lodge's  commission  last  year  to  investigate  the  cost  of  living  and  the 
high  prices? 

Mr.  NiBLEY.  I  have  not.     I  have  not  time  to  read  such  things. 

The  Chairman.  You  ought  to  read  those  things,  because  you  seem 
to  have  theories,  and  they  might  in  a  way  change  your  viewpoint, 
and  you  might  moderate  some  of  your  prophecies. 
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Mr.  NiBLEY.  I  do  not  prophesy  very  much.  I  am  neither  a 
prophet  nor  the  son  of  a  prophet. 

The  Chairman.  You  are  a  bishop ;  that  is  ahnost  the  same  thing, 
I  suppose. 

Mr.  NiBLEY.  A  bishop  attends  to  the  plowing  in  our  church. 

The  Chaieman.  Spiritual  or  physical? 

Mr.  NiBLEY.  Physical. 

The  Chaieman.  Do  they  plow  the  bishops  out  there  ? 

Mr.  NiBLEY.  They  teach  the  people  to  plow  and  try  to  get  homes. 
That  is  what  our  bishops  do^ — work;  look  after  the  work. 

The  Chairman.  They  look  after  their  mental  development,  too, 
do  they  not? 

Mr.  NiBLEY.  Yes. 

The  Chaieman.  Try  to  train  them  and  educate  them  and  improve 
them  in  every  way? 

Mr.  NiBLEY.  Yes. 

Mr.  SuLZER.  Your  bishops  are  the  most  useful  in  the  world. 

Mr.  KiBLY.  We  think  so. 

The  Chairman.  You  mentioned  oil  just  now.  Oil  has  decreased 
in  price  tremendously  all  over  the  world  more  than  it  has  in  the 
United  States,  has  it  not? 

Mr.  NiBLEY.  I  am  not  so  well  posted  on  that. 

The  Chaiesian.  That  would  be  a  very  important  fact  if  it  were 
true,  that  the  discoveries  of  oil,  natural  supplies,  improvement  in  the 
process  of  manufacturing,  and  all.  have  caused  the  thing  to  tremen- 
dously increase  all  over  the  world,  and  the  people  of  the  United 
States,  where  they  have  an  Oil  Trust,  get  but  a  moiety  of  the  natural 
increase. 

Mr.  NiBLEY.  I  heard  that  they  were  selling  gasoline  here  in  Wash- 
ington at  9  cents  a  gallon. 

The  Chairman.  That  is  cheaper  than  they  sell  it  in  Utah? 

Mr.  NiBLEY.  That  is  cheaper  than  they  sell  it  in  Utah ;  and  if  you 
would  give  me  a  barrel  of  oil,  actually  give  it  to  you  or  me,  and  you 
had  to  ship  it  to  your  home  away  out  west — I  do  not  know  Avhere 
your  home  is. 

The  Chairman.  In  the  South. 

Mr.  NiBLEY.  We  will  say  I  had  to  ship  it  to  Salt  Lake,  I  could  not 
afford  to  pay  the  freight. 

The  Chaieman.  Undoubtedly;  of  course,  the  freight  rate  cuts  a 
big  figure  when  it  comes  to  taking  the  product  from  one  place  to 
another. 

Mr.  NiBLEY.  That  is  where  the  practical  working  out  of  all  these 
matters  knocks  theory,  very  largely.  -r   i     i 

.  The  Chairman.  I  agree  with  you  about  the  freight  rate.  It  looks 
to  me  like  the  germ  of  almost  every  one  of  these  industrial  questions: 
and  it  is  true  about  sugar,  is  it  not? 

Mr.  NiBLEY.  It  is  true  to  a  very  great  extent  about  sugar. 

The  Chairman.  The  big  corporations  have  had  the  advantage  in 
getting  favorable  concessions  and  good  rates  on  sugar  over  the  little 
ones,  have  they  not? 

Mr  NiBLEY.  No,  sir;  with  neither  lime  nor  sugar  nor  anything 
else  can  you  ship  a  thousand  cars  a  bit  cheaper  than  you  can  ship 
one  car. 
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The  Chairman.  I  understand ;  but  here  is  the  milk  of  the  question 
as  I  see  it.  The  rates  vary  from  localities,  not  in  accordance  with 
distance.    They  have  what  they  call  distributing  centers. 

Mr.  NiBLEY.  No;  no  man  can  unravel  the  freight  tariffs. 

The  Chairman.  Let  me  ask  you  a  practical  question  about  the 
sugar  business.  For  instance,  the  sugar  freight  rate  from  San  Fran- 
cisco to  Salt  Lake  is  a  good  deal  larger  than  it  is  from  Salt  Lake  to 
San  Francisco,  is  it  not? 

Mr.  NiBLBT.  From  San  Francisco  to  Salt  Lake  ? 

The  Chairman.  Yes. 

Mr.  NiBLBY.  I  really  am  not  posted  on  those  rates ;  I  could  not  tell 
you. 

The  Chairman.  It  is  lower  coming  east  and  higher  going  west,  is 
it  not? 

Mr.  NiBLEY.  I  could  not  tell  you  that. 

The  Chairman.  If  that  is  true,  what  explanation  could  you  give 
for  that  as  applied  to  the  sugar  industry? 

Mr.  NiBLBY.  If  it  is  true,  you  would  have  to  ask  the  freight  agent. 

The  Chairman.  I  know;  but  what  would  be  the  probable  motive 
that  would  cause  that  ?  Let  me  give  you  what  is  in  my  mind,  so  that 
you  can  tell  me  whether  you  agree  or  not.  For  instance,  if  the  re- 
finers, the  sugar  people,  in  San  Francisco  are  stronger,  so  that  they 
are  going  to  come  further  east  than  they  want  you  western  beet 
people  to  go  west,  they  might  get  the  rates  fixed  that  way  if  they 
handled  great  quantities  of  sugar,  might  they  not? 

Mr.  NiBLEY.  Let  me  give  you  what  I  have  in  my  mind. 

The  Chairman.  I  would  like  to  have  it. 

Mr.  NiBLEY.  If  I  went  to  a  freight  agent,  and  I  had  more  cars 
than  I  could  handle,  loaded,  going  west,  and  consequently  three- 
fourths  or  one-half  of  my  cars  coming  empty,  going  east,  I  would 
naturally  want  to  make  a  lower  rate  on  my  sugar  going  east  than  I 
would  going  west ;  and  I  would  be  a  fool  if  I  did  not. 

The  Chairman.  That  is  exactly  it.  The  volume  of  business  going 
one  way  might  have  that  effect? 

Mr.  NiBLEY.  Certainly. 

The  Chairman.  And  it  is  true,  is  it  not — of  course  you  have  had 
some  practical  experience  in  the  -sugar  business — that  by  means  of 
these  rates  made  by  the  railroads  the  sugar  business  is  kept  within 
certain  territorial  lines  from  certain  distributing  centers? 

Mr.  NiBLEY.  I  do  not  believe  there  is  any  understanding  between 
the  different  companies  as  to  territorial  lines. 

The  Chairman.  No? 

Mr.  NiBLEY.  No;  not  any  fixed  understanding. 

The  Chairman.  But  the  rates  are  fixed  on  territorial  lines? 

Mr.  NiBLEY.  The  railroad  rates? 

The  Chairman.  Yes. 

Mr.  NiBLEY.  Yes ;  of  course  you  can  only  ship  anything  so  far  and 
it  will,  only  pay  so  much  freight. 

The  Chairman.  And,  of  course,  as  you  said  just  now,  almost  any 
man  who  can  takes  advantage  of  the  rate  that  his  competitor  would 
have  to  pay  and  get  into  his  home  market,  whatever  it  is  ? 

Mr.  NiBLEY.  That  is  verjr  naturally  true. 

The  Chairman.  That  being  true,  great  combinations  of  capital 
engaged  in  the  sugar  business  and  buying  a  great  volume  of  sugar, 
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great  masses  of  sugar,  and  distributing  it  throughout  the  country, 
will  naturally  get  more  favorable  rates,  will  they  not  ? 

Mr.  NiBLEY.  It  would  average  on  the  volume  of  business,  I  should 
think. 

The  Chairman.  A  great  combination  would  handle  a  larger 
volume  ? 

Mr.  NiBLEY.  I  mean  it  would  depend  on  the  volume  of  traffic  in 
any  one  direction,  just  as  I  have  explained  about  the  empty  cars  and 
the  loaded  cars ;  that  is  a  question  of  freight  rates  to-day.  and  it  is 
merely  a  matter  of  opinion.  When  I  have  said  that  or  when  you 
have  said  it  it  is  only  a  guess. 

The  Chairman.  Have  you  looked  into  this  question?  You  told 
us  how  cheap  we  bought  all  the  products  of  the  trusts 

Mr.  NiBLEY.  No,  excuse  me. 

The  Chairman.  Then  T  beg  your  pardon. 

Mr.  NiBLEY.  I  only  said  I  did  not  find  any  that  I  knew  of,  the 
prices  of  which  had  been  raised. 

The  Chairman.  Of  course,  there  are  some.  If  you  have  not 
found  them,  I  could  undertake  to  give  them,  but  that  is  not  neces- 
sary here.  When  you  made  that  statement  had  you  examined  into 
the  question  as  to  how  those  prices  compared  with  foreign  prices 
of  similar  articles;  say,  in  Great  Britain? 

Mr.  NiBLEY.  Somewhat. 

The  Chairman.  The  English  prices  are  lower,  are  they  not? 

Mr.  NiBLEY.  On  what  ? 

The  Chairman.  On  almost  everything. 

Mr.  NiBLEY.  No. 

The  Chairman.  What  are  they  higher  on? 

Mr.  NiBLEY.  I  can  buy  shoes  at  home  as  cheap  as  I  could  ever  buy 
them  in  England.    I  can  buy  clothes. 

The  Chairman.  The  same  quality  of  clothes  ? 

Mr.  NiBLEY.  Yes;  I  think  better;  better  made  than  I  can  buy  in 
England.  The  finest  clothes  in  England  are  cheaper  than  they  are 
here.  But  you  take  the  coarser  goods  and  you  can  ouy  them  cheaper 
here  than  in  England. 

The  Chairman.  That  is  a  very  interesting  statement. 

Mr.  NiBLEY.  That  is  true.  I  have  been  over,  time  and  again.  You 
can  buy  flour  at  home  cheaper  than  you  can  buy  it  in  England ;  you 
can  buy  potatoes  at  home  cheaper  than  you  can  buy  them  in 
England. 

The  Chairman.  Is  there  anything  else  you  can  think  of  now? 

Mr.  NiBLEY.  I  think  beefj^ — I  would  not  say  meats — but  I  think 
you  can  buy  meats  as  cheap,  certainly,  here  at  home  as  you  can  in 
England. 

The  Chairman.  By  what  are  you  judging?  Where  did  you  go 
when  you  went  to  England  ?    Did  you  stop  at  the  hotels  ? 

Mr.  NiBLEY.  No ;  I  lived  in  England  2  years. 

The  Chairman.  How  long  ago? 

Mr.  NiBLEY.  Some  years  ago.    I  was  there  as  a  missionary. 

The  Chairman.  Can  you  tell  me  about  how  long  ago  ? 

Mr.  NiBLEY.  Twenty-odd  years  ago. 

The  Chairman.  Do  you  know  anything  about  conditions  now  ? 
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Mr.  NiBLEY.  I  have  been  over  there  five  times  since  then,  and  always 
inquire,  as  I  do  here  and  there.  A  manwho  is  inquisitive,  you  know, 
finds  out  a  little. 

The  Chairman.  Would  I  or  would  I  not  understand  you  to  say 
that,  generally,  English  prices  are  higher  than  American  prices? 

Mr.  NiBLEY.  No. 

The  Chairman.  Is  it  generally  the  other  way? 

Mr.  NiBLEY.  I  would  not  say  that.  I  think  rents  you  will  find 
lower.  But  there  are  things— the  staples  of  life,  too,  like  flour  and 
meat  and  potatoes. 

The  Chairman.  And  sugar? 

Mr.  NiBLEY.  Sugar  is  cheaper  in  England.    I  said  so  before. 

The  Chairman.  The  difference  is  that  sugar  in  England  retails 
for  about  4  cents  a  pound? 

Mr.  NiBLEY.  Yes;  I  think  so. 

The  Chairman.  And  over  here  about  6,  on  an  average,  does  it 
not — retail,  I  mean? 

Mr.  NiBLEY.  It  may  be  about  6 — ^5,  5-^,  or  6. 

The  Chairman.  I  believe  that  is  all  I  care  to  ask.  We  will  excuse 
you,  with  our  thanks. 

(The  witness  was  excused.) 

TESTIMONY  OF  ME.  WILLIAM  G.  GILMORE,  OF  NEW  YOilK. 

(The  witness  was  duly  sworn  by  the  chairman.) 

The  Chairman.  Mr.  Gilmore,  give  your  name  and  address,  please. 

Mr.  Gilmore.  William  G.  Gilmore.  My  business  address  is  71 
Water  Street,  New  York. 

The  Chairman.  What  is  your  full  name? 

Mr.  Gilmore.  William  G.  Gilmore. 

The  Chairman.  Have  you  any  connection  with  the  sugar  business 
in  tlie  United  States  now? 

Mr.  Gilmore.  I  am  with  Arbuckle  Bros. 

The  CiiAiR:\rAN.  Is  that  their  business  address,  71  Water  Street? 

Mr.  Gilmore.  Yes,  sir. 

The  Chairman.  AVhat  position  do  you  hold  with  Arbuckle  Bros., 
Mr.  Gilmore? 

Mr.  Gilmore.  I  am  a  partner  in  the  profits. 

The  Chairman.  What  is  your  business  with  the  firm;  what  part 
of  the  business  do  you  handle? 

Mr.  Gilmore.  I  could  not  describe  it ;  it  is  universal. 

The  Chairman.  Are  you  somewhat  of  a  supervising  partner?  Do 
you  manage  the  business  generally? 

Mr.  Gilmore.  I  manage  at  it,  and  I  get  over  as  much  of  it  as  I  can. 

The  Chairman.  Have  you  got  a  general  manager? 

Mr.  Gilmore.  No,  sir. 

The  Chairman.  Does  your  position  correspond  somewhat  to  that 
of  what  a  general  manager  is  in  an  ordinary  business  concern? 

Mr.  frH.^ioRE.  I  think  so. 

Tlu'  CiiATRTMAN.  Do  you  handle  the  buying  of  raw  sugars  for  the 
>Vrbnckles  ? 

Mr.  GrLi\.(  RE.  I  do.  I  direct  the  buying.  I  do  not  do  the  actual 
buying. 

T!ie  CiEAiR.MAN.  Do  yoii  control  the  selling  of  their  sugars? 
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Mr.  GiLMORE.  No,  sir. 

The  Chairman.  Do  you  control  the  operation  of  their  plants,  their 
sugar  refinery? 

Mr.  GiLMORE.  Only  as  far  as  supervising  and  advising. 

The  Chairman.  Supervising  and  advising? 

Mr.  GiLMORE.  I  do  not  control. 

The  Chairman.  How  many  partners  are  there  in  the  business? 

Mr.  GiLMORE.  There  are  two  actual  partners. 

The  Chairman.  Who  are  they? 

Mr.  GiLMORE.  Mr.  John  Arbuckle  and  Mr.  William  A.  Jamison. 

The  Chairman.  Mr.  Jamison  is  Mr.  Arbuckle's  nephew,  is  he  not  ? 

Mr.  GiLMOEE.  He  is;  yes,  sir. 

The  Chairman.  And  I  think  he  is  here,  too  ? 

Mr.  GiLMORE.  He  is  here;  yes,  sir. 

The  Chairman.  You  are  next  under  Mr.  Jamison,  then,  if  that 
is  a  fair  way  of  putting  it? 

Mr.  GiLMORE.  Yes,  sir. 

The  Chairman.  You  help  him  in  a  general  way  ? 

Mr.  GiLMORE.  Yes,  sir. 

The  Chairman.  And,  besides,  you  control  the  buying  of  the  raw 
sugars  ? 

Mr.  GiLMORE.  I  do  that. 

The  Chairman.  And  you  say  you  are  paid  by  getting  a  percent- 
age of  the  profits? 

Mr.  Gilmore.  Of  the  business  of  Arbuckle  Bros.,  which  is  more 
than  the  sugar  business. 

The  Chairman.  You  get  an  interest  in  the  entire  profits  of  Ar- 
buckle Bros,  in  compensation  for  your  work  as  manager? 

Mr.  Gilmore.  Yes,  sir. 

The  Chairman.  How  long  have  you  been  in  that  relation  to 
Arbuckle  Bros.  ? 

Mr.  Gilmore.  In  that  relation  about  20  years. 

The  Chairman.  About  20  years  ? 

Mr.  Gilmore.  In  that  relation. 

The  Chairman.  Have  you  been  with  them  longer  than  that? 

Mr.  Gilmore.  Forty  years,  all  told. 

The  Chairman.  Forty  years? 

Mr.  Gilmore.  Within  a  month. 

The  Chairman.  So  you  have  been  with  them  practically  all  vour 
life? 

Mr.  Gilmore.  Yes,  sir. 

The  Chairman.  And  I  suppose,  of  course,  you  have  been  through 
every  step  of  the  business — every  grade  of  it  ? 

Mr.  Gilmore.  No;  I  could  not  say  that.  I  have  never  been  a 
l)uyer  of  green  coffee,  for  example. 

The  Chairman.  Do  you  know  Mr.  Jarvey? 

Mr.  Gilmore.  Very  well;  yes,  sir. 

The  Chairman.  He  was  for  a  good  many  years  the  manager  of 
Arbuckle  Bros.,  was  he  not? 

Mr.  Gilmore.  No ;  he  was  a  partner. 

The  Chairman.  A  partner  of  Arbuckle  Bros.  ? 

Mr.  Gilmore.  Yes. 

The  Chairman.  He  was  the  man  who  actively  managed  the 
business  ? 
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Mr.  GiLMOEE.  He  was  rather  one  of  the  managing  partners;  he 
T\'as  not  the  managing  partner. 

The  Chairman.  How  long  since  his  connection  with  Arbuckle 
Bros,  in  that  capacity  ceased,  if -it  no  longer  exists? 

Mr.  GiLMOBE.  About  five  years,  I  should  think. 

The  Chairjman.  Are  Arbuckle  Bros,  engaged  now  in  the  business 
of  refining  cane  sugar? 

Mr.  GiLMOEE.  Yes,  sir. 

The  Chairman.  Have  they  any  interest  in  the  beet-sugar  business  ? 

Mr.  GiLMORE.  None  whatever. 

The  Chairman.  They  have,  however,  a  sugar  refinery  for  refining 
cane  sugar? 

Mr.  GiLMORE.  Yes,  sir. 

The  Chairman.  Where  is  that  refinery  located? 

Mr.  GiLMORE.  In  Brooklyn,  on  the  waterfront. 

The  Chairman.  What  is  its  capacity? 

Mr.  GiLMORE.  About  7,500  barrels  a  day. 

The  Chairman.  What  is  that  in  tons? 

Mr.  GiLMORE.  That  would  be  about  1,100  tons. 

The  Chairman.  About  a  1,100-ton  refinery,  then,  reducing  it  to 
tons? 

Mr.  GiLMORE.  Yes. 

The  Chairman.  "\'\Tiere  does  it  get  its  sugars  from? 

Mr.  GiLMORE.  We  buy  them  wherever  we  can  find  them.  We  buy 
from  Cuba,  Porto  Eico,  the  Philippines ;  Java  sometimes,  and  some- 
times in  New  Orleans. 

The  Chairman.  Sometimes  in  New  Orleans? 

Mr.  GiLMOEE.  Yes;  in  the  season. 

The  Chairman.  In  other  words,  you  buy  in  the  open  markets 
wherever  you  can  buy  the  cheapest? 

Mr.  GiLMOEE.  Wherever  we  can ;  yes,  sir. 

The  Chairman.  "Where  has  the  bulk,  the  larger  volume  of  your 
purchases  been  made ;  from  what  source  ? 

Mr.  GiLMOEE.  From  what  country's  product? 

The  Chairman.  Yes. 

Mr.  GiLMORE.  Cuba. 

The  Chairman.  For  how  many  years  has  the  bulk  of  your  pur- 
chases come  from  Cuba? 

Mr.  GiLMOEE.  Since  we  have  been  refining. 

The  Chaieman.  When  did  you  start  to  refine  sugar? 

Mr.  GiLMORE.  1898. 

The  Chaieman.  At  that  time  were  there  any  other  eastern  refin- 
eries except  those  connected  with  or  affiliated  with  the  American 
Sugar  Refining  Co.? 

Mr.  GiLMORE.  At  that  time? 

The  Chairman.  1898;  yes. 

Mr.  GiLMORE.  Yes ;  there  was  one  that  was  in  process  of  building, 
and  I  think  went  into  operation  that  year,  known  as  Dcrscher's. 

The  Chairman.  That  afterwards  sold  out  to  the  trust,  did  it  not? 

Mr.  GiLMOEE.  Yes. 

The  Chairman.  And  became  a  part  of  it? 

Mr.  GiLMORE.  Yes.  That  was  sold  out  to  the  National,  not  to  the 
trust.- 
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The  Chairman.  Of  course,  the  National,  to  some  extent,  is  allied 
with  the  American,  is  it  not? 

Mr.  GiLMOBE.  That  is  my  understanding. 

The  Chairman.  Of  course  we  have  heard  evidence  on  that,  so  we 
need  not  go  into  it.     Outside  of  Dorscher's,  which  was  then  being 
erected,  and  which  became  a  part  of  the  National,  you  had  the  only 
eastern  refinery,  except  the  American  and  its  allied  interests? 
Mr.  GiLMORE.  That  is  my  recollection ;  yes,  sir. 
The  Chairman.  When  you  entered  into  this  refining  business  in 
Brooklyn  did  you  have  any  serious  competition  with  the  American 
and  its  allied  interests? 
Mr.  GiLMORE.  Yes. 

The  Chairman.  Could  you  tell  me,  without  my  asking  the  specific 
questions,  the  story  of  that  competition? 
Mr.  GiLMORE.  I  do  not  think  I  could. 
The  Chairman.  You  do  not  think  you  could  ? 
Mr.  GiLMORE.  No;  not  very  accurately. 

The  Chairman.  I  will  help  you  then,  all  I  can.     I  am  not  as 
familiar  with  the  details  of  it  as  you  ought  to  be,  or  some  member 
of  your  concern  must  be.    You  started  refining  sugar  in  1898  ? 
Mr.  GiLMORE.  Yes,  sir. 

The   Chairman.  In   competition,   practically,   with   no    one   else 
except  the  American  Sugar  Eefining  Co.  ? 
Mr.  GiLMORE.  Yes. 

The  Chairman.  What  month  did  you  get  started  ? 
Mr.  GiLMORE.  August;  I  can  remember  that. 

The  Chairman.  How  long  was  it  before  you  had  any  refined 
sugar  to  put  on  the  market  ? 

Mr.  GiLMORE.  It  was  late  in  August,  and  it  would  be  September 
before  we  had  any  ready  to  go  out. 

The  Chairman.  About  September  before  you  had  any  ready  to 
go  out? 

Mr.  GiLMORE.  Yes,  sir. 

The  Chairman.  When  you  undertook  to  send  any  out,  did  you 
have  any  trouble  of  any  sort  about  prices  ? 
Mr.  GiLMORE.  No ;  we  had  no  trouble. 
The  Chairman.  What  was  your  experience  about  prices? 
Mr.  GiLMORE.  We  met  all  our  competition. 

The  Chairman.  You  followed  the  quotations  that  the  American 
Sugar  Refining  Co.  made? 
'Mr.   GiLMORE.  Whatever  price  was  necessary  to  sell  our  goods, 

we  made.  ■       n 

The  Chairman.  Did  you  cut  under  their  prices  { 

Mr.  GiLMORE.  At  times,  yes. 

The  Chairman.  In  1898,  when  you  started? 

Mr.  GiLMORE.  Yes;  we  continued  during  part  ot  that  time;  part 
(if  that  time  they  cut  below  our  price. 

The  Chairman.  Who  started  the  cutting  first  t 

Mr.  GiLMORE.  The  larger  concern. 

The  Chairman.  The  American,  you  mean? 

Mt-.  GiLMORE.  Yes.  .  •,  ,  I 

The  Chairman.  They  started  to  cutting  under  you  when  you  un* 
("ertook  to  put  your  refined  sugar  on  the  market,  right  away? 

Mr.  GiLMORE.  Yes. 
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The  Chaikman.  They  cut  first,  though,  as  I  understood  you? 

Mr.  GiLMOEE.  Yes. 

The  Chairman.  That  was  in  September,  1898  ? 

Mr.  GiLMOEE.  Yes. 

The  Chairman.  How  much  was  the  first  cut? 

Mr.  GiLMORE.  I  think  what  they  call  10  points — 10  cents  a  hun- 
dred ;  that  is  my  recollection. 

The  Chairman.  Did  you  meet  that  cut? 

Mr.  GiLMORE.  Yes ;  we  met  it. 

The  Chairman.  Did  you  cut  under  it  ? 

Mr.  GiLMOEE.  Later  on ;  I  think  so. 

The  Chairman.  I  mean  right  then;  did  you  cut  under  it,  or  ju.s1 
meet  it? 

Mr.  GiLMOEE.    Xo. 

The  Chairman.  Did  you  have  any  trouble  about  getting  railroad 
facilities,  or  freight  rates,  to  get  your  product  out  ? 

Mr.  GiLMORE.  No ;  we  never  had  any  railroad  troubles. 

The  Chairman.  You  thought  your  railroad  treatment  was  fair 
compared  with  that  of  others? 

Mr.  GiLMORE.  We  did  not  know  what  their  treatment  was — what 
they  were  getting.  We  got  ready  transportation;  we  got  empty  cars 
when  we  wanted  them,  and  got  all  proper  treatment. 

The  Chairman.  You  got  proper  treatment  ? 

Mr.  GiLMOEE.  Yes. 

The  Chairman.  As  to  rates,  how  were  you  treated  in  comparison 
with  them,  or  do  you  know? 

Mr.  GiLMORE.  Of  course  I  do  not  know  what  rebates  they  got ;  I 
do  not  know  what  they  were  getting. 

The  Chairman.  Did  you  get  any  yourself  ? 

Mr.  GiLMOEE.  Not  that  I  know  of. 

The  Chairman.  You  did  not  get  any  rebates;  you  just  got  the  pub- 
lished rate? 

Mr.  GiLMOEE.  Yes. 

The  Chaieman.  But  you  did  get  fair  treatment  and  expeditious 
handling  of  your  stuiffi  ? 

Mr.  GiLMOEE.  First-class  service. 

The  Chaieman.  First-class  service  in  every  respect? 

Mr.  GiLMOEE.  Yes,  sir. 

The  Chaieman.  How  much  sugar  was  this  first  amount  you  under- 
took to  put  on  the  market  ? 

Mr.  GiLMOEE.  It  was  about  2,000  barrels  a  day ;  perhaps  we  could 
say  2,500. 

The  Chairman.  Tavo  thousand  five  hundred  barrels  a  day? 

Mr.  GiLMORE.  Yes,  sir. 

The  Chairman.  How  many  days  were  you  marketing  that  first? 

Mr.  GiLMOEE.  I  could  not  tell.' 

The  Chairman.  That  was  continuous,  was  it? 

Mr.  GiLMOEE.  Yes. 

The  Chaieman.  They  cut  under  you  immediately  10  points,  or  10 
cents  a  hundred  ? 

:^irr.  GiLMdisB.  That  is  my  recollection.  I  do  not  say  it  was  10;  the 
be  t  of  my  recollection  is  it  was  10.  It  might  have  been  15 ;  I  do  not 
know. 

The  Chairm.\n.  Did  you  just  simply  meet  that  cut? 
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Mr.  GiLMORE.  ^ye  met  that  up  as  long  as  we  found  it  necessary  in 
order  to  sell  our  product. 

The  Chaieman.  Did  you  ever  find  it  nectssar_y  to  go  under  it  in 
order  to  sell  your  product  ? 

Mr.  GiLMORE.  Yes ;  we  have. 

The  Chairman.  I  mean,  right  in  thai  connection;  we  want  to  go 
along  by  degrees. 

Mr.  GiLMORE.  I  have  to  tell  you  how  that  was.  We  put  our  price 
down  below  them  in  two  States,  the  States  of  Ohio  and  West  Vir- 
ginia. 

The  Chairman.  In  the  States  of  Ohic  and  We^t  Virginia? 

Mr.  GiLMORE.   Yes;  but  we  met  that  cut 

The  Chairman.  How  much  did  you  cut  under  them  there? 

Mr.  GiLMORE.  My  recollection  is  25  points. 

The  Chairman.  That  Avas  in  the  fall  of  1898? 

jMr.  GiLBioRE.  No ;  that  was  later  on,  the  next  year. 

The  Chairman.  Tliat  was  in  1809? 

Mr.  GiLMORE.  Yes. 

The  Chairman.  When  that  happened,  what  did  they  do? 

Mr.  GiLMOEE.  They  squealed — quit. 

The  Chairman.  Tell  me  what  you  mean  by  "  quit."  Did  you 
quit,  too? 

Mr.  GiLMORE.  Xo ;  we  took  the  territory. 

The  Chairman.  You  took  the  what  ? 

Mr.  GiLMOSE.  The  business. 

The  Chairman.  They  met  it,  did  they  not ;  they  met  your  cut  ? 

Mr.  GiLMORE.  They  did  not. 

The  Chairman.  In  those  two  States  they  did  not? 

Mr.  GiLMORE.  No. 

The  Chairman.  Did  you  cut  anywhere  else  except  in  those  two 
States? 

Mr.  GiLMORE.  No. 

The  Chairman.  Why  did  you  in  those  States? 

Mr.  GiLMORE.  Because  they  went  there  and  tried  to  tie  up  the 
business  against  us. 

The  Chairman.  What  do  you  mean  by  tie  it  up  ? 

Mr.  GiLMORE.  Fix  contracts  with  the  dealers  so  that  they  would 
take  their  contracts  alone. 

The  Chairman.  That  is,  they  undertook  to  make  contracts  to 
handle  their  goods  alone? 

Mr.  GiLMORE.  Yes ;  in  those  two  States. 

The  Chairman.  Anywhere  else  except  in  those? 

Mr.  GiLMORE.  That  was  the  first  and  last. 

The  Chairman.  Those  were  the  two  they  started  on,  and  you  met 
them  by  cutting  25  points  under  them  ? 

Mr.  GiLMOEE.  Yes. 

The  Chairman.  They  just  quit  selling  sugar  in  those  two  States? 

Mr.  GiLMCEE.  Yes;  for  the  time  being.  And  they  have  never 
gotten  all  of  it  back  yet. 

The  Chairjian.  They  quit  for  the  time  being;  did  they  ever  start 
aeain  to  sell  in  those  two  States  ? 

"Mr.  GiLMORE.  Oh,  yes,  of  course.  We  did  not  remain  25  points 
below  the  cost  price,  or  anything  of  that  kind,  for  an  indefinite 
period. 
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The  Chairman.  How  long  did  you  remain  25  points  below  that 
price  ?  , 

Mr.  GiLMORE.  I  suppose  we  continued  for  imiT  or  five  months. 

The  Chairman.  Then  you  put  the  price  back  yourselves  i 

Mr.  GiLMOEE.  Gradually  it  went  back,  as  the  necessity  for  keeping 
it  down  that  far  disappeared. 

The  Chairman.  In  other  words,  as  it  got  to  be  possible  for  you 
to  go  into  those  two  States  and  to  deal  with  the  men  who  were 
handling  sugar  in  those  two  States  as  against  this  American  Sugar 
Eefining  Co.  competition,  then  you  gradually  restored  the  price  ? 

Mr.  GiLMORE.  We  did. 

The  Chairman.  Did  you  get  it  back  to  the  level  where  it  had  been 
before  you  put  that  25  cents  of  a  cut  on  it  ? 

Mr.  Gilmore.  I  think  we  got  it  restored  to  the  average  profit. 

The  Chairman.  I  mean  the  level  of  price  it  had  been  before  that; 
did  you  get  it  back  there  ? 

Mr.  Gilmore.  Of  course,  the  jjrice  may  have  changed. 

The  Chairman.  Did  you  get  it  back  there ;  in  other  words,  to  the 
quotations  ? 

Mr.  Gilmore.  We  got  it  back  to  a  paying  quotation  such  as  we 
had  prior  to  that  cut. 

The  Chairman.  In  other  words,  to  the  world's  market  ? 

Mr.  Gilmore.  Yes ;  to  our  country's  market. 

The  Chairman.  Our  country's  market  is,  of  course,  based  on  the 
Hamburg  market  and  some  other  things,  is  it  not ;  is  that  true  ? 

Mr.  Gilmore.  Of  course,  the  export  price  rules  the  market. 

The  Chairman.  The  export  price  of  sugar  is  the  real  rule,  is  it  not? 

Mr.  Gilmore.  Yes. 

The  Chairman.  The  price  stayed  back  there  three  or  four  months, 
as  I  understand? 

Mr.  Gilmore.  It  must  have  been  as  much  as  that. 

The  Chairman.  And  gradually,  as  you  could  go  in  and  do  busi- 
ness, you  got  it  back,  and  when  you  got  that  price  back,  they  came 
back  and  did  business? 

Mr.  Gilmore.  Oh,  yes. 

The  Chairman.  While  that  price  was  going  on,  did  you  have  any 
conference  with  these  people  about  that  thing? 

Mr.  Gilmore.  We? 

The  Chairman.  Yes. 

Mr.  Gilmore.  Never. 

The  Chairman.  Did  Mr.  Arbuckle  have  any  conference  M'ith  Mr. 
Havemeyer  about  it? 

Mr.  Gilmore.  Never,  that  I  know  anything  about. 

The  Chairman.  Not  that  you  know  anything  about? 

Mr.  Gilmore.  No. 

The  Chairman.  Did  Mr.  Jarvey  have  such  a  conference  with  any 
of  the  American  Sugar  Refining  people? 

Mr.  Gilmore.  Not  to  my  knowledge ;  no  sir. 

The  Chairman.  You  know  that  you  did  not? 

Mr.  Gil:>i()re.  I  am  sure  of  that;  and  I  feel  morally  certain  nobody 
else  did. 

Tl'e  Chair:\ian.  You  feel  morally  certain? 

Mr.  Gilmore.  Yes. 
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The  Chairman.  Have  you  read  the  testimony  of  Mr.  Atkins  on 
this  subject? 

Mr.  GiLMOHE.  Not  a  word ;  no,  sir. 

The  Chairman.  Let  me  direct  your  attention  to  one  or  two  of  his 
statements  about  that.    You  know  who  Mr.  Atkins  is? 

Mr.  GiLMORE.  I  know  the  gentleman. 

The  Chairman.  He  is  acting  president 

Mr.  GiLMORE.  He  is  acting  president  of  the  American  Sugar  Re- 
fining Co.  now,  I  believe. 

The  Chairman.  I  just  direct  your  attention  to  this  for  the  purpose 
of  refreshing  your  memory.    I  am  reading  from  pages  127  and  128 : 

Mr.  Atkins.  In  1895  the  margin — 

That  is,  he  means  by  that  the  refiner's  margin — 

was  0.882  cent.  In  1896  the  margin  was  0.908  cent.  This  is  per  100  pounds. 
In  1897  the  margin  was  0.946  cent.  The  following  year,  1898,  there  was  a  mar- 
gin of  0.73  cent  and  in  1899  the  margin  had  dropped  to  only  0.5  cent. 

The  Chairman.  Right  there,  what  was  the  cause  of  that  drop? 

Mr.  Atkins.  What  happened  in  that  year,  Mr.  Freeman?  I  think  that  was 
when  the  Arbuckles  came  in. 

The  Chairman.  That  was  the  Arbuckles  competition? 

Mr.  Atkins.  That  was  the  Arbuckles  competition. 

The  Chairm.\n.  The  American  Sugar  Refining  Co.  had  branched  off  into 
coffee  a  little,  or  molasses,  or  what? 

Mr.  Atkins.  There  was  a  running  fight  between  Arbuckles  and  the  American 
Sugar  Refining  Co.,  very  largely  personal  between  Mr.  Arbuckle  and  Mr. 
Havemeyer,  in  regard  to  both  the  coffee  and  sugar  business. 

So  far,  is  that  testimony  right,  according  to  your  understanding  of 
the  situation? 

Mr.  GiLMORE.  I  think  that  is  fairly  right ;  I  believe  that  is  right. 
The  Chairman  (reading:) 

The  Chairman.  And  when  this  differential  went  so  low  it  was  put  that  way 
on  account  of  the  competition  between  Arbuckles  and  the  American  Sugar  Re- 
fining Co.  under  the  control  of  Mr.  Havemeyer? 

Mr.  Atkins.  That  was  it. 

The  Chairman.  And  he  put  the  price  down  trying  to  wipe  them  out,  did  he 
not? 

Mr.  Atkins.  I  do  not  know  what  his  intention  was.    I  can  only  infer  that. 

The  Chairman.  Of  course,  we  have  some  of  his  testimony  before  one  of  the 
commissions. 

Mr.  Atkins.  The  result  was  to  reduce  the  margin.    In  1899  it  was  0.50  cent. 

The  Chairman.  In  1900  it  jumped  to  0.754  cent,  I  see. 

Mr.  Atkins.  In  1900  it  jumped  to  0.754  cent. 

The  Chairman.  Do  you  know  why?  That  was  a  third  increase  in  the  profit 
to  the  refiner.    Do  you  know  why  that  was? 

Mr.  Atkins.  I  can  not  recall  what  that  was  for.  I  was  not  in  the  refining 
business  at  that  time,  you  know. 

The  Chairman.  Is  not  this  the  reason :  That  at  that  time  the  Arbuckles  and 
Havemeyers  came  together  and  had  an  understanding  and  stopped  that  fight? 

Mr.  Atkins.  If  that  was  the  year  it  would  account  for  it.  But  I  do  not  know 
whether  that  was  the  year. 

The  Chairman.  What  else  would  account  for  that  sort  of  a  thing;  how  else 
would  you  account  for  it? 

Mr.  Atkins.  Probably. 

The  Chairman.  That  probably  was  it? 

Mr.  Atkins.  Yes. 

Now  you  say  if  there  was  such  an  understanding  or  coming  together 
between  the  Havemeyer  interests  and  the  Arbuckles,  you  yourself 
know  nothing  of  it? 

99220— No.  13—11 7 
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Mr.  GiLMOEE.  I  know  nothing  of  it.  And  I  also  assert  positively 
that  I  am  morally  certain  that  no  such  thing  ever  occurred,  because 
in  all  my  conferences  with  the  gentlemen — and  I  think  I  have  been 
in  every  conference  the  house  has  had  in  20  years,  when  I  was  well — 
I  think  that  I  would  have  heard  about  it. 

The  Chairman.  But,  as  a  matter  of  fact,  you  did  not  hear  about  it. 

Mr.  GiLMOEE.  As  a  matter  of  fact,  I  have  always  heard  the  con- 
trary. 

The  Chairman.  Your  side  of  the  house,  I  believe,  has  always  con- 
tended that  that  did  not  occur;  is  that  what  you  are  trying  to  tell  us? 

Mr.  GiLMOEE.  Yes,  sir ;  nothing  of  the  kind. 

The  Chairman.  Of  course,  you  could  not  swear  to  that  ? 

Mr.  GiLMORE.  No.     You  know  what  I  mean. 

The  Chairman.  I  understand. 

(Thereupon,  at  6.07  o'clock  p.  m.,  the  committee  adjourned  until 
to-morrow,  Wednesday,  June  28,  1911,  at  10  o'clock  a.  m.) 
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Special  Committee  on  the  Investigation 
OF  THE  American  Sugar  Refining  Co.  and  Others, 

House  of  Representatives, 

June  28,  1911. 
The  committee  met  at  10  o'clock  a.  m.,  Hon.  Thomas  W.  Hard  wick 
(chairman)  presiding. 

The  Chairman.  Gentlemen,  I  have  here  a  letter  which,  I  think, 
should  go  in  the  record.  It  contains  a  correction  which  one  of  the 
witnesses  desires  to  make  in  his  evidence.  It  is  more  or  less  of  a 
technical  nature,  but  I  think  the  committee  is  entitled  to  have  the 
information : 

June  26,  1911. 
Hon.  Thomas  W.  Hakdwick, 

Ghairmam  Special  Oommittee  on  the 
Investigation  of  the  Sugar  Industry, 

Washington,  D.  G. 
Deae  Sir  :  Since  my  return  to  New  York,  I  have  gone  over  the  printed  report 
of  my  testimony  before  your  committee  on  June  15,  and  I  feel  there  is  a  matter 
which  I  should  correct. 

In  answer  to  questions  of  Judge  Kaker,  I  testified  that  I  knew  of  no  employ- 
ment of  Mr.  Willett,  the  sugar  statistician,  by  this  company.  As  a  matter  of 
fact,  I  learn  that,  after  the  filing  by  the  Government  of  its  bill  in  the  pending 
suit  against  this  company,  Messrs.  Willett  &  Gray,  of  which  firm  Mr.  Willett  is 
a  member,  were  employed  by  our  general  counsel  to  prepare  certain  statistics 
in  regard  to  sugar  production.  I  understand  that  neither  Mr.  Willett  nor  his 
firm  are  at  the  present  time  under  retainer. 

Very  respectfully,  yours,  '  J.  E.  Freeman. 

TESTIMOITY  OF  WILLIAM  G.  GILMORE— Continued. 

The  Chairman.  Mr.  Gilmore,  when  w"e  adjourned  yesterday  after- 
noon you  had  just  told  me  about  this  war  you  got  into  with  the 
American  Sugar  Refining  Co.,  and  about  your  putting  down  the  price 
25  points  under  their  cut,  in  two  States,  particularly,  on  account  of 
the  fact  that  their  brokers,  or  brokers  acting  under  their  influence, 
would  not  handle  your  product,  and  you  had  to  undersell  them  to  get 
into  those  States.    What  two  States  were  those? 

Mr.  Gilmore.  Ohio  and  West  Virginia.  I  should  correct  that  by 
saying  that  their  brokers  or  their  agents  had  endeavored  to  tie  up  the 
wholesale  grocers  of  those  two  States  to  monopolize  the  business. 

The  Chaieihan.  Probably  you  did  state  that,  and  I  did  not  quote 
jou  accurately.    I  only  had  the  substance  of  your  statement  in  mind. 

Mr.  Gilmoee.  Yes,  sir. 

■    .'  1125 
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The  Chairman.  Now,  that  was  1898  or  1899,  or  do  you  remember 
the  year? 

Mr.  GiLMORE.  I  think  it  went  over  into  1899. 

The  Chairman.  It  started  in  1898? 

Mr.  GiLMOKE.  Yes,  sir. 

The  Chairman.  And  by  cutting  25  points  under  them  you  finally 
got  virtual  control  of  the  sugar  market  in  West  Virginia  and  Ohio? 

Mr.  GiLMOEE.  We  did. 

The  Chairman.  I  understood  you  to  say — I  make  this  repetition 
for  the  sake  of  one  or  two  members  of  the  committee  who  were  not 
present  when  you  gave  the  evidence — that  after  you  ran  them  out  by 
cutting  25  points  under  their  price  you  had  virtual  control  of  the 
market  in  those  two  States  for  quite  a  while,  and  that  they  never  have 
fully  recovered  there. 

Mr.  GiLMGiiE.  That  is  what  I  said;  yes,  sir. 

The  Chairman.  And  that  after  cutting  the  price  25  points  in  those 
two  States  you  gradually  put  it  up  until,  in  the  course  of  several 
months  after  the  cut,  it  reached  the  normal  level  again  ? 

Mr.  Gilmore.  Yes,  sir. 

The  Chairman.  Now,  while  this  war  was  going  on  in  the  fall  of 
1898  and  in  the  spring  of  1899,  I  want  to  refresh  your  memory  some- 
what and  see  if  this  is  not  a  fact  [reading] : 

On  August  9,  1898,  the  difference  between  raw  and  refined  sugar  was  0.91  cent. 

Do  you  know  anything  about  that? 
Mr.  GiLMOEE.  No;  I  do  not. 
The  Chairman  (reading)  : 

On  August  19  the  Arbuckle  refinery  commenced  selling  sugars. 

Is  that  about  right? 

Mr.  Gilmore.  That  is  about  right. 

The  Chairman  (reading)  : 

On  October  27  the  American  Sugar  Kefining  Co.  reduced  prices  to  0.41  cent 
difference  between  raws  and  refined. 

That  is  the  cut  you  testified  to  yesterday  ? 

Mr.  Gilmore.  Yes. 

The  Chairman  (reading)  : 

Other  refiners  followed,  but  went  no  lower. 

That  is  what  you  said  yesterday,  is  it  not? 
Mr.  Gilmore.  Yes,  sir. 
,,The  Chairman  (reading)  : 

October  27,  Howell's  refineries  withdrew  from  competition  for  a  while,  but 
entered  anew  on  November  9. 

Is  that  right? 

Mr.  Gilmore.  I  do  not  remember  that. 

The  Chairman.  You  do  not  remember  that  fact? 

Mr.  Gilmore.  No,  sir. 

The  Chairman  (reading)  : 

November  3,  American  Sugar  Refining  Co.  contracted  for  entire  Hawaiian 
crop  sugar  for  series  of  years. 

Do  you  know  anything  about  that? 

Mr.  Gilmore.  Not  personally. 

The  Chairman.  Have  you  any  general  information  about  that  ? 
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Mr.  GiLMOEE.  Nothing  more  than  common  rumor. 
The  Chairman.  Was  it  common  report  that  they  had  contracted 
for  the  entire  Hawaiian  crop  of  sugar  for  a  series  of  years  ? 
Mr.  GiLMORE.  Yes,  sir ;  I  remember  that. 
The  Chairman  (reading)  : 

November  3-9,  Arbuckle  refinery  captured  some  of  the  retail  trade  of  New 
England  for  their  paper-package  sugars  by  jumping  the  wholesale  grocers. 

Is  there  anything  in  that  statement? 

Mr.  GiLMOEE.  That  was  in  Boston  alone. 

The  Chairman.  Was  that  done  in  Boston  ? 

Mr.  GiLMOEE.  Yes,  sir. 

The  Chairman.  You  dealt  directly  with  the  retailers  in  Boston 
alone  ? 

Mr.  GiLMOEE.  Yes,  sir. 

The  Chaieman.  Did  you  have  to  cut  the  price  to  do  that  ? 

Mr.  GiLMOEE.  No,  sir ;  v.'o  did  not.  We  were  driven  to  do  that  be- 
cause the  wholesale  grocers  of  Boston  were  under  the  American 
Sugar  Refining  Co.'s  thumti,  and  would  not  take  our  goods  and  dis- 
tribute them. 

The  Chaieman.  And  you  had  to  deal  with  the  retailers? 

Mr.  GiLMOEE.  We  did;  aiid  we  do  so  yet. 

The  Chaieman.  Do  you  sell  to  the  retailers  at  just  the  same  price 
you  do  to  the  wholesalers  ? 

Mr.  GiLMOEE.  Yes,  sir. 

Tile  Chaiejian.  In  other  words,  you  have  the  same  price  for  one 
man  as  any  other  man? 

Mr.  GiL^ioEE. .  That  is  the  way  we  began,  and  that  is  the  way  we 
have  it  yet. 

Tlie  Chaieman.  Regardless  of  quantity? 

Mr.  GiLMOEE.  Regardless  of  quantity.  No;  I  beg  your  pardon. 
1  will  say  that  there  is  a  differential  for  50  cases. 

The  Chairman.  What  is  that  differential? 

Mr.  GiLMORE.  It  is  10  points — 10  cents  per  hundred. 

The  Chairman.  In  other  words,  if  a  man  buys  as  much  as  50 
cases,  he  gets  that  differential? 

Mr.  GiLMOEE.  Any  man ;  yes,  sir. 

The  Chaieman.  That  is  a  general  rule  applicable  to  all  men  and 
to  all  concerns? 

Mr.  GiLMOEE.  Yes,  sir. 

The  Chairman.  Wholesalers  and  retailers? 

Mr.  GiLMORE.  Yes;  it  is  a  quantitative  price. 

The  Chairman.  If  a  man,  no  matter  whether  he  is  a  wholesaler 
or  retailer  and  no  matter  where  he  lives,  buys  as  much  as  50  cases, 
he  gets  it  10  cents  per  hundred  cfieaper  ? 

Mr.  GiLMOEE.  Yes,  sir. 

The  Chairman.  And  that  is  the  only  differential  m  price  i 

Mr.  GiLMORE.  That  is  all.  _  ,      ,., 

The  Chairman.  And  with  that  exception  you  sell  exactly  alike  to 
wholesaler  and  retailer  or  anybody  who  wants  to  buy  from  you? 

Mr.  GiLMOEE.  Yes. 

The  Chaieman  (reading)  : 

November  9  the  American  Sugar  Refining  Co.  agreed  to  furnish  cotton-package 
sugars  to  the  trade  and  empty  paper  bags  for  retailers'  use. 
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Do  you  remember  anything  about  that? 

Mr.  Gn^MORE.  Yes. 

The  Chairman.  Is  that  true? 

Mr.  GiLMORE.  That  is  true. 

The  Chairman.  Was  that  an  effort  on  fiieir  part  to  meet  the 
competition  ? 

Mr.  GiLMOEE.  That  was  an  effort  on  their  part  to  sidetrack  our 
business  in  package  sugar.  They  were  not  prepared  to  do  the  pack- 
age work,  because  they  did  not  have  the  mechanism. 

The  CiiAiRjiAN.  I  am  simply  reading  you  this  summary  from 
Willett  &  Gray's  Statistical  Sugar  Trade  Journal  to  see  how  nearly 
they  have  stated  the  facts. 

Mr.  GiLMORE.  Yes;  I  understand. 

The  Chairman.  All  this  was  in  1898,  and  is  taken  from  Willett  & 
Gray's  Statistical  Sugar  Trade  Journal  of  December  22,  1898. 

Mr.  GiLMORE.  I  am  very  glad  to  have  that  information. 

The  Chairman.  I  thought  it  would  refresh  your  memory.  [Read- 
ing:] 

No\eii)ber  11,  Doscher  producing  only  granulatecl,  and  in  small  amount.  Dif- 
ference between  raw  and  refined,  0.34  cent. 

Mr.  GiLMORE.  That  is  my  recollection. 
The  Chairman  (reading)  : 

November  14  to  21,  an  advan-.-e  in  rnw  and  refined;  difference,  0.52  cent. 

Mr.  GiLMORE.  Yes. 

The  Chairman  (reading)  : 

November  22,  American  Sugar  Refining  Co.  put  empty  paper  bags  in  their 
barrels  of  granulated  sugar. 

Is  that  right? 

Mr.  GiLMORE.  Yes,  sir. 

The  Chairman  (reading)  : 

November  23,  Doscher  increases  production. 

Do  you  remember  the  increase  by  Doscher  at  that  time  ? 

Mr.  GiLMORE.  Yes ;  it  was  gradual,  as  with  all  new  refineries. 

The  Chairman  (reading)  : 

November  25,  a  general  reduction  of  1.16  cents ;  difference,  0.46  cent. 
Mr.  GiLMORE.  Yes. 

The  Chairman  (reading)  : 

Novoiiilier  26,  Doscher  produces  first  soft  sugars. 

I  will  just  go  along  and  read  this,  and  if  any  of  it  strikes  you  as 
being  inaccurate  you  can  correct  me. 

Mr.  GiLMORE.  Of  course  I  know  nothing  about  the  dates. 
The  Chairman.  Of  course  I  understand  that.     [Reading :] 

December  3,  Arbuckle  led  reduction  to  5i  cents  for  granulated;  others  fol- 
lowed. 

Do  you  remember  that? 
Mr.  GiLMORE.  I  do  not  remember  that,  sir. 

The  Chairman.  You  remember,  though,  that  finally,  after  the 
trust  had  cut,  you  all  cut  under  them? 
Mr.  GiLMOEE.  Yes. 
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The  Chairman.  That  is  probably  what  that  statement  refers  to. 
Mr.  Gii.MOEE.  I  think  that  would  be  so. 
The  Chairman  (reading)  : 

Difference,  0.40  cent.  December  6  to  10  irregular  market,  from  5J  to  5i  cents, 
ending  at  5i  cents. 

Mr.  GiLMORE.  That  is  probably  true. 

The  Chairman.  This  is  a  reliable  trade  journal,  is  it  not? 

Mr.  GiLMORE.  Very  reliable,  indeed. 

The  Chairman  (reading) : 

December  12  to  20,  ups  and  downs  of  iW  to  J  cent,  ending  with  granulated  at 
5  cents  and  raws  at  4f  cents;  difference,  0.34  cent,  and  Dosclier  pushing  his 
production  and  sales,  witb  Arbuckle  following  at  J  cent  under  tbe  American 
Sugar  Refining  Co.'s  posted  prices.  December  22,  American  Sugar  Refining 
Co.  reduced  granulated  and  most  other  grades  fs  cent.  Packages  now  5.06 
cents,  being  same  price  as  granulated  in  barrels. 

Do  you  recall  that  incident? 

Mr.  GiLMORE.  Yes. 

The  Chairman  (reading)  : 

Demoralization  increasing. 

Is  that  true? 
Mr.  GiLMORE.  Yes,  sir. 

The  Chairman.  Was  that  a  general  demoralization? 
Mr.  GiLMORE.  In  sugar;  yes. 

The  Chairman.  I  mean,  as  far  as  sugar  is  concerned.    You  were 
demoralized,  and  everybody  else,  too? 
Mr.  GiLMOEE.  Yes;  it  was  a  heated  time. 
The  Chairman  (reading)  : 

The  sugar  stock  at  $125  appears  to  be  selling  on  basis  of  conditions  as  they 
have  been,  not  as  they  are  or  are  to  be. 

I  suppose  that  is  a  mere  comment  on  the  part  of  the  editor. 
That  means  the  stock  of  the  American  Sugar  Refining  Co.,  I  take  it? 

Mr.  GiLMORE.  Their  common  stock  is  meant. 

The  Chairman.  Now,  this  summary  carries  us  down  to  the  end 
of  the  year  1898  ? 

Mr.  GiLMORE.  Yes. 

The  Chairman.  In  the  spring  of  1899  this  war  continued,  did  it? 

Mr.  GiLMOEE.  It  did. 

The  Chairman.  Unremittingly? 

Mr.  GiLMORE.  Unremittingly. 

The  Chahiman.  Who  was  cutting  under — in  other  words,  who  was 
the  aggressor  in  the  price? 

Mr.  GiLMORE.  Well,  every  one  seemed  to  take  a  hand  now  and  then. 
It  was  quite  promiscuous. 

The  Chairman.  The  American  Sugar  Eefining  Co.  started  the 
cutting  ? 

Mr.  GiLMORE.  Decidedly. 

The  Chairman.  And  you  all  kept  it  up  and  gave  them  all  they 
wanted,  as  I  understood  you  to  say  yesterday  ? 

Mr.  GiLMORE.  Yes;  in  Ohio,  Pennsylvania,  and  West  Virginia. 

The  Chairman.  And  finally  ran  them  clean  out  ? 

Mr.  GiLMORE.  Very  nearly  so. 

The  Chairman.  I  mean  substantially,  of  course. 
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Mr.  GiLMORE.  Yes,  sir. 

The  Chairman.  Now,  by  what  period  of  1899  had  you  gotten  them 
run  clean  out  of  these  two  States,  or  practically  so? 

Mr.  GiLMOEE.  Well,  is  was  quite  early. 

The  Chairman.  Early  in  the  spring? 

Mr.  GiLMOEE.  I  think  it  was  in  the  early  spring. 

The  Chairman.  About  how  long  after  you  got  them  run  out  did 
it  take  you  to  bring  your  prices  back  to  the  market  level  of  the 
country  ? 

Mr.  GiLMORE.  Well,  it  went  gradually,  I  should  say,  as  much  as 
three  months. 

■  The  Chairman.  Why  could  you  do  that?     Was  not  this  competi- 
tion still  going  on  all  over  the  country  ? 

,  Mr.  GiLMOEE.  Not  that  kind.     It  was  not  as  drastic  all  over  the 
country  as  it  was  there. 

The  Chairman.  Did  it  sort  of  smooth  down  after  this  tremendous 
battle  in  the  fall? 

Mr.  GiLMORE.  You  mean  in  this  particular  instance  or  in  the 
general  trade  ? 

The  Chairman.  I  mean  the  general  trade  warfare. 

Mr.  GiLMOEE.  It  was  along  in  that  year,  but  later  in  the  year,  that 
the  thing  began  to  quiet  down. 

The  Chairman.  How  late  in  the  year? 

Mr.  GiLMORE.  I  would  say  toward  the  fall. 

The  Chairman.  Toward  the  fall  of  1899? 

Mr.  GiLMORE.  Yes,  sir. 

The  Chairman.  And  by  that  time,  when  things  were  quieted  down, 
you  got  the  prices  back  in  Ohio  and  West  Virginia  ? 

Mr.  Gn^MORE.  Yes,  sir ;  a  little  before  that,  I  think. 

The  Chairman.  How  much  before  that? 

Mr.  GiLMOEE.  Well,  that  would  be,  maybe,  two  or  three  months 
before  the  fall  of  1899. 

The  Chairman.  In  other  words,  some  time  in  midsummer,  to  your 
best  recollection? 

Mr.  GiLMOEE.  Yes ;  probably  so. 

The  Chaieman.  Now,  in  the  fall  of  1899  did  the  refiner's  profit  go 
up,  when  you  all  came  together,  or  when  the  war  became  less  fierce? 

Mr.  GiLMORE.  The  living  profit  came  about  that  time — a  return  to 
ceasing  to  lose  money. 

The  Chairman.  In  1899  the  margin  dropped  to  50  cents — ^the  re- 
finer's profit? 

Mr.  GiLMORE.  Yes. 

The  Chairman.  And  as  Willett  &  Gray  stated,  it  once  got  down 
as  low  as  thirty-odd  points? 
,  Mr.  GiLMORE.  Thirty-two,  I  think. 

The  Chairman.  I  believe  34  is  the  figure  stated  here ;  but,  at  any 
rate,  that  is  near  enough.  Now,  in  1900  I  see  the  refiner's  profit  went 
rap  to  .754.    How  do  you  account  for  that  ? 

Mr.  GiLMORE.  I  think  the  American  Sugar  Eefining  Co.  ceased  to 
do  the  drastic  cutting  they  had  been  doing. 

The  Chairman.  You  think  they  ceased  to  do  the  drastic  cutting 
they  had  been  doing,  and  which  you  had  been  meeting? 

Mr.  GiLMORE.  Yes,  sir. 
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The  Chairman.  And  when  they  ceased,  did  you  cease  ? 

Mr.  GiLMOEE.  Well,  yes ;  I  think  we  did. 

The  Chairman.  All  the  refiners  ceased  then  ? 

Mr.  GiLMORE.  Yes ;  we  were  glad  to  get  a  surcease  from  our  sorrows. 

The  Chairman.  That  gave  you  a  better  chance  to  make  a  reason- 
able profit? 

Mr.  GiLMORE.  We  began  to  save  ourselves  from  loss. 

The  Chairman.  Had  you  been  losing  money  in  sugar  during  all 
this  time? 

Mr.  GiLMORE.  Yes,  sir. 

The  Chairman.  Very  much  money? 

Mr.  GiLMORE.  A  good  deal  of  money. 

The  Chairman.  Could  you  give  me  an  idea  of  how  much,  on  a 
refinery  of  the  capacity  you  have  mentioned? 

Mr.  Dykman.  Mr.  Chairman,  that  is  something  which  has  never 
been  told,  and  unless  there  is  some  public  reason  for  stating  what 
Arbuckles'  losses  were  in  this  war 

The  Chairman.  I  think  it  is  important  to  show  the  motive.  You 
can  answer  that  question,  please. 

Mr.  GiLMORE.  I  would  not  be  able  to  state.    - 

The  Chairman.  Substantially? 

Mr.  GiLMORE.  I  would  not  be  able  to  state,  except  that  it  was  a 
substantial  loss. 

The  Chairman.  Could  you  not  even  approximate  it  ? 

Mr.  GiLMORE.  Yes. 

The  Chairman.  Well,  approximate  the  loss  in  the  sugar  business. 

Mr.  GiLMORE.  Well,  about  a  million  and  a  quarter. 

The  Chairman.  A  million  and  a  quarter  during  that  time? 

Mr.  GiLMORE.  Yes. 

The  Chairman.  Now,  had  the  American  Sugar  Refining  Co.  gone 
into  the  coffee  business? 

Mr.  GiLMORE.  They  had  bought  a  coffee  plant  in  Toledo. 

The  Chairman.' When  did  they  buy  that  coffee  concern  in  Toledo? 

Mr.  GiLMORE.  I  do  not  know  the  year  now,  but  it  was  about  that 
time. 

The  Chairman.  About  the  time  you  started  in  the  sugar-refining 
business  ? 

Mr.  GiLMORE.  Yes. 

The  Chairman.  And  one  of  the  motives  for  starting  the  sugar- 
refining  business  was  to  fight  them,  was  it  not  ? 

Mr.  GiLMORE.  No ;  they  bought  the  coffee  plant  afterwards. 

The  Chairman.  After  you  went  into  the  sugar  business  they  then 
went  into  the  coffee  business  to  fight  you.  I  got  the  cart  before  the 
horse. 

Mr.  GiLMORE.  Yes,  sir. 

The  Chairman.  During  the  time  you  all  were  putting  up  your 
refinery  the  American  people  bought  this  interest  in  a  coffee  plant 
out  in  Ohio? 

Mr.  GiLMORE.  About  that  time ;  but  before  we  started. 

The  Chairman.  While  you  were  preparing  to  start  they  did  that  ? 

Mr.  GiLMORE.  Yes.  ,  •  i 

The  Chairman.  Now,  I  want  to  get  that  point  exactly  straight. 
When  you  all  announced — when  I  say  "you  all"  I  mean  Arbuckle 
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Bros.,  your  concern — when  your  concern  announced  or  it  wus  an- 
nounced that  your  concern  was  about  to  go  into  the  sugar-refining 
business  and  while  you  -were  in  the  process  of  going  into  it,  erecting 
your  refinery,  the  American  people,  under  the  direction  oi  Mr.  Have- 
meyer,  went  out  to  Toledo  and  bought  this  coffee  plant.  Is  that  the 
way  of  it  ?    If  not,  correct  me. 

Mr.  GiLMOEE.  That  is  correct ;  only  I  am  unable  to  say  that  it  was 
while  we  were  erecting  our  plant  or  after  we  started  to  make  sugar. 

The  Chairman.  At  any  rate,  they  did  not  do  that  until  after  you 
went  into  the  sugar  business  ? 

Mr.  GiLMOEE.  No,  sir. 

The  Chairman.  How  long  did  they  run  that  coffee  business? 

Mr.  GiLMOEE.  I  do  not  know  how  many  years.  They  ran  it  until 
they  ran  it  out. 

The  Chairman.  How  do  you  run  a  coffee  plant  out  ? 

Mr.  GiLMORE.  By  lowering  the  grade  and  doing  a  hundred  and 
one  unmercantile  things. 

The  Chairman.  In  other  words,  they  ran  it  until  they  ran  it  in 
the  ground,  from  a  business  standpoint? 

Mr.  GiLMORE.  Yes,  sir;  and  it  was  intended  for  a  destructive 
proposition  in  the  beginning. 

The  Chairman.  It  was  i'  destructive,  competitive  proposition  in 
the  beginning? 

Mr.  GiLMOEE.  Yes,  sir;  and  to  discredit  package  coffee,  and  to 
make  it  nonprofitable  to  either  manufacturer  or  retailer. 

The  Chairman.  How  long  was  it  before  they  did  run  it  in  the 
ground  ? 

Mr.  GiLMORE.  I  should  say  it  was  between  four  and  five  years, 
perhaps  five  years. 

The  Chairman.  They  must  have  bought  that  plant  early  in  1898, 
did  they  not  ? 

Mr.  GiLMORE.  Well,  I  do  not  know.  They  may  have,  but  I  do  not 
know  the  year. 

The  Chairman.  When  did  they  start  this  coffee  plant  to  oper- 
ating ? 

Mr.  GiLMORE.  I  do  not  know  the  date,  but  maybe  in  1899. 

The  Chairman.  Was  it  before  or  after  you  started  your  sugar 
refinery  ? 

Mr.  GiLMORE.  It  was  in  operation  when  they  bought  it. 

The  Chairman.  When  did  they  buy  it  and  go  into  the  coffee 
business  ?  Was  it  before  oi  after  you  began  the  suger  refining  busi- 
ness? 

Mr.  GiLMORE.  Oh,  it  wxb  concomitant.  It  was  at  the  same  time 
we  started  in  the  sugar  business  that  they  bought  the  coffee  plant. 

The  Chairman.  It  was  practically  simultaneous? 

Mr.  GiLMORE.  Practically  so,  as  I  remember  it. 

The  Chairman.  And  vm  began  the  sugar  business  in  the  summer 
of  1898? 

Mr.  GiLMORE.  Yes,  sir ;  in  August. 

The  Chairman.  Now,  you  say  that  this  coffee  concern  of  theirs 
ran  until  it  ran  out  or  ran  down,  or  until  they  ran  it  in  the  ,9;round, 
or  something  like  that  ? 

Mr.  GiLMORE.  Yes,  sir. 
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The  Chairman.  Can  you  give  me,  in  point  of  time,  how  many 
years  that  was  ? 

Mr.  GiLMOEE.  I  believe  it  was  as  much  as  five  years. 

The  Chairman.  You  think  they  ran  that  plant  as  much  as  five 
years  ? 

Mr.  GiLMOEE.  Yes,  sir. 

The  Chairman.  Was  there  any  reason  why  they  could  not  con- 
tinue to  run  it  ? 

Mr.  GiLMORE.  They  had  not  any  trade  Jeft  to  seii  it  io. 

The  Chairman.  There  was  no  physical  reason  wiiy  Im-y  cuiii.l 
not  run  it — the  plant  itself  was  there? 

Mr.  GiLMOEE.  Oh,  yes.     The  plant  is  there  yet. 

The  Chairman.  Is  it  lun  now? 

Mr.  GiLMORE.  Not  by  the  same  ownership. 

The  Chairman.  Who  owns  it  now? 

Mr.  GiLMORE.  Mr.  Herman  Sielkins. 

The  Chairman.  Of  Toledo,  Ohio? 

Mr.  GiLMORE.  iNo;  of  New  York,  of  Grossman  &  Sielkins. 

The  Chairman.  Are  they  coffee  people? 

Mr.  GiLMORE.  Yes,  sir ;  very  large  coffee  men. 

The  Chairman.  Large  coffee  men  of  New  York? 

Mr.  GiLMORE.  Yes,  sir. 

The  Chairman.  Have  they  any  interest  at  all  with  Arbuckle 
Bros.? 

Mr.  GiLMORE.  No,  sir ;  none  whatever. 

The  Chairman.  Are  they  allied  with  them  in  anj'  way  in  busi- 
ness ? 

Mr.  Gilmoee.  No,  sir. 

The  Chairman.  Either  directly  or  indirectly? 

Mr.  GiLMORE.  No,  sir;  no  relation  whatever. 

The  Chairman.  And  Arbuckle  Bros,  has  no  interest  in  their  busi- 
ness? 

Mr.  GiLMORE.  They  have  not  any  interest  of  any  kind. 

The  Chairman.  None  of  the  Arbuckle  partners  ? 

Mr.  Gilmoee.  No,  sir. 

The  Chairman.  Now,  about  five  years  after  they  had  been  run- 
ning this  coffee  business  they  sold  it  out  ? 

Mr.  GiLMORE.  No ;  they  did  not  sell  it  out  after  they  ceased  to  get 
any  business  out  of  it.  They  had  to  hold  it  for  a  time,  and  it  was 
only  a  year  or  two  ago  that  Mr.  Sielkins  purchased  it. 

The  Chairman.  They  allowed  it  to  stand  idle  for  awhile  and  just 
a  year  or  two  ago  these  coffee  merchants  purchased  it  and  operate 
it  now? 

Mr.  Gilmoee.  Yes,  sir. 

The  Chairman.  Have  they  run  it  in  the  ground  since  then? 

Mr.  Gilmoee.  They  aire  doing  a  bulk  coffee  business  largely. 

The  Chaieman.  And  they  have  not  run  it  in  the  ground? 

Mr.  Gilmoee.  No  ;  they  bought  it  for  the  purpose  of  making  money. 

The  Chairman.  In  other  words,  they  are  not  engaged  in  cut- 
throat competition? 

Mr.  Gilmoee.  They  are  not  engaged  in  wrecking  anybody  else. 

The  Chairman.  Now,  in  1900,  T  notice,  according  to  a  statement 
fro]n  Willett  &  Gray's,  testified  to  by  Mr.  Atkins,  that  the  refiner's 
profit  jumped  from  0.50  to  0.754  cent. 
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Mr.  GiLMOEE.  Wliat  date  is  that? 

The  Chairman.  From  1899  to  1900.    By  1909  it  got  back  to  0.754? 

Mr.  GiLMOEE.  Yes,  sir. 

The  Chairman.  An  increase  of  33^  per  cent.  How  do  you  account 
for  that  increase? 

Mr.  GiLMORE.  That  increase  was  brought  about,  I  think,  by  the 
American  Sugar  Eelining  Co.  putting  up  the  price  and  ceasing  to  cut 
the  price. 

The  Chairman.  They  quit  cutting  and  then  you  went  back  to 
where  they  were? 

Mr.  GiLMOEE,  We  all  went  back  to  get  profit  again. 

The  Chairman,  So  that  you  would  quit  losing  so  much  money? 

Mr.  Gil:more.  Yes,  sir. 

The  Ci-iAiRMAN.  And  that  put  the  refiner's  jjrofit  back  to  some- 
thing like  what  it  had  been  before? 

Mr.  GiLMORE.  Yes,  sir. 

Mr.  Craavford.  Mr.  Chairman,  I  notice  you  say  the  refiner's  profit 
had  increased  to  0.754.    Do  you  not  mean  the  margin  had  increased? 

The  Chairman.  Of  course  that  is  what  I  mean.  The  refiner's 
margin  is  perhaps  a  better  term. 

Mr.  GiLMORE.  That  is  what  I  understood  you  to  mean. 

The  Chairman.  Mr.  Gilmore,  I  will  ask  you  to  explain  to  the  com- 
mittee exactly  what  this  0.754  refiner's  margin  means. 

Mr.  Gilmore.  It  means  the  difference  between  the  cost  of  raw  and 
what  you  get  for  your  refined. 

The  Chairman.  And  of  course  from  that  0.754  the  expenses  of 
refining  have  to  be  deducted? 

Mr.  Gilmore.  Yes,  sir ;  65  points  have  to  come  out. 

The  Chairman.  Now,  I  notice  that  in  1901  the  margin  had  gone 
up  to  over  $1,  to  1.003.    How  do  you  account  for  that? 

Mr.  Gilmore.  I  think  the  American  Sugar  Eefining  Co.  had 
become  quite  liberal,  because  they  had  expended  by  that  time,  accord- 
ing to  common  rumor,  their  $15,000,000  of  surplus,  and  had  gone  into 
the  market  to  borrow  money.    They  needed  money. 

The  Chairman.  You  think  they  spent  $15,000,000  of  surplus  in  this 
Avar  ? 

Mr.  Gilmore.  Yes,  sir ;  and  more. 

The  Chairman.  And  more  ? 

Mr.  Gilmore.  Yes. 

The  Chairman.  And  while  the  war  had  cost  you  a  million  and  a 
quarter,  your  judgment  is  it  cost  them  at  least  $15,000,000? 

Mr.  Gilmore.  Yes,  sir.  A  great  deal  of  their  loss  was  in  the  cof- 
fee business,  you  knoAV,  and  not  in  the  sugar  business. 

The  Chairman.  Counting  their  losses,  both  in  the  coffee  business 
and  the  sugar  business,  the  war  cost  them  $15,000,000  or  more,  and 
therefore  they  became  a  little  less  averse 

Mr.  Gilmore  (interposing).  Yes;  in  order  to  make  it  clear  to  you, 
I  would  sa}'  that  we  understood  that  they  produced  this  coffee  for 
the  purpose  of  whipping  us  because  we  were  in  the  coffee  business 
and  doing  a  lucrative  business  in  coffee.  That  was  the  method  of 
attack. 

The  Chairman.  And  your  coffee  business  gave  you  resources  to 
bear  your  sugar  losses? 

Mr.  Gilmore.  Yes,  sir 
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The  Chairman.  Now,  in  1902  there  was  a  slight  reduction  in  the 
refiner's  margin,  the  margin  being  .913.  Was  that  because  the  condi- 
tions were  not  quite  so  settled  ? 

Mr.  GiLMOEE.  Well,  I  do  not  know  about  that. 

The  Chairman.  That  difference  might  have  depended  on  world 
conditions? 

Mr.  GiLMOEE.  It  might  have  depended  on  the  purchasing  power 
being  little,  on  account  of  people  being  well  supplied,  and  when  that 
is  the  case  there  is  no  movement. 

The  Chairman.  And  you  have  got  to  take  a  smaller  margin  to  do 
business  ? 

Mr.  GiLMOEE.  Yes,  sir. 

The  Chairman.  And  that  difference  would  not  necessarily  mean 
any  relative  decrease  or  increase  in  the  competition  ? 

Mr.  GiLMOEE.  No;  it  would  not  account  for  it. 

The  Chaieman.  Let  me  read  you'  a  statement  from  Willett  & 
Gray's  Weekly  Statistical  Sugar  Trade  Journal,  and  ask  you  what 
you  think  about  it.    This  is  dated  January  2,  1902 : 

The  position  of  the  refiners  at  the  close  of  the  year  (1901)  and  the  beginning 
of  1902  was  very  much  the  same  fis  at  the  beginning  of  1901. 

That  would  correspond  to  what  you  have  just  said : 

The  American  Sugar  Refining  Co.  and  the  National  Sugar  Refining  Co.,  which 
control  nearly  the  entire  output  of  sugars,  although  separate  and  independent 
concerns  yet  work  in  entire  harmony. 

Is  that  true  ? 

Mr.  GiLMOEE.  I  do  not  know  what  that  "harmony"  raenns. 

The  Chairman.  They  were  not  cutting  under  each  other,  were 
they,  the  National  and  the  American,  during  this  war,  or  were  they 
following  each  other  and  in  line  with  each  other  ? 

Mr.  GiLMORE.  Well,  I  think  the  National  followed  the  American. 

The  Chairman  (reading)  : 

The  Arbuckle  Refinery  works  independently,  and  very  often  in  antagonism  to 
other  companies. 

That  was  true,  was  it? 

Mr.  GiLMOEE.  Yes. 
,    The  Chaieman  (reading)  : 

But  its  output  is  comparatively  small,  and  whenever  it  reduces  its  prices  to 
dispose  of  its  surplus,  it  succeeds  in  doing  so  within  a  few  days,  and  then  re- 
sumes its  normal  position  in  the  market. 

Is  that  right? 

Mr.  GiLMOEE.  That  is  right;  yes. 

The  Chaieman  (reading): 

Under  this  management  all  the  refineries  benefited  during  the  year  1901  to 
the  extent  of  J  cent  per  pound  more  profit  than  the  small  margin  of  profit  in 
1900  and  there  is  no  reason  to  expect  that  this  ratio  of  profit  will  be  any 
less  'in  1902  The  low  price  of  raw  sugars  at  the  present  time  and  in  the 
future  outlook  gives  promise  of  a  continuation  of  low  prices  for  refined  sugars 
to  the  people  of  the  country. 

Mr.  GiLMOEE.  A  cent  a  pound  profit?    At  no  time  has  there  been 

that  profit.  ,  ,■,    ^    .   . 

The  Chaieman.  Let  me  repeat  that  statement: 

There  is  no  reason  to  expect  that  this  ratio  of  profit  will  be  any  less  in  1902. 
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Mr.  GiLMOHE.  I  think  the  word  "  profit "  is  being  used  there  instead 
of  "margin." 

The  Chairman.  I  do  not  know  about  that;  I  am  simply  reading 
what  this  statement  says. 

Mr.  GiLMOEE.  If  it  means  a  profit  of  1  cent  a  pound  on  refined 
sugar,  it  is  wrong. 

The  Chairman.  Let  me  read  that  again: 

Under  this  management  all  the  refineries  benefited  during  the  year  1901  to 
the  extent  of  i  cent  per  pound  more  profit  than  the  year  1901. 

Mr.  GiLMORE.  One-fourth  of  a  cent? 

The  Chairman.  That  is  the  exact  expression. 

Mr.  GiLMORE.  That  may  be  true. 

The  Chairman.  Is  it  your  judgment  that  it  is  true? 

Mr.  GiLMOiiE.  I  think  so :  yes,  sir. 

The  Chairman.  Now,  in  1903  the  margin  was  .918.  That  is  prac- 
tically the  same  figure. 

Mr.  GiLMOEE.  l^s;  that  probably  is  true,  too. 

The  Chairman.  Now,  in  1903,  I  notice  that  Willett  &  Gray,  on 
April  2,  made  this  statement  about  this  competition : 

At  the  close  to-day,  Messrs.  Arbuckle  Bros,  surprised  the  trade  by  issuing  a 
circular  offering  their  sugars  to  the  jobbers  of  Ohio  only  at  the  special  price  of 
4.60  cents  basis  granulated,  f.  o.  b.  New  York,  less  25  cents,  30  days,  or  less  1 
per  cent  for  cash,  equals  4.3065  cents  net  cash.  This  is  doubtless  due  to  special 
competition  in  Ohio. 

Do  you  know  anything  about  that? 

Mr.  GiLMORE.  I  may  have  to  correct  my  testimony  as  to  the  date  of 
this  Ohio  and  West  Virginia  matter. 

The  Chairman.  That  is  the  reason  I  asked  you  about  that.  I 
thought  maybe  you  would  want  to  do  that. 

Mr.  Gilmorb.  That  looks  like  the  beginning  of  what  I  testified  to 
about  the  25-point  cut. 

The  Chairman.  It  looks  like  that  occurred  at  a  little  later  date 
than  you  originally  stated? 

Mr.  GiLMORE.  Yes,  sir. 

The  Chairman.  That  was  what  you  referred  to  in  the  previous 
part  of  your  testimony? 

Mr.  GiLMORE.  That  was  the  beginning  of  it ;  yes. 

The  Chairman.  Now,  let  me  read  you  again  from  Willett  &  Gray's 
Journal,  exactly  one  week  after  that,  April  9,  1903 : 

Since  last  week  the  Arbuckle  refinery  have  included  West  Virginia  in  their 
special  cut  prices  on  the  same  basis  as  for  Ohio,  but  their  ability  to  meet  the 
demand  from  these  outside  sources  is  limited  by  their  production,  and  makes 
no  impression  upon  the  general  firm  situation,  which  we  must  consider  as'  on 
the  improving  side  rather  than  on  the  reverse  from  now  forward. 

That  is  the  West  Virginia  and  Ohio  situation  to  which  you  re- 
ferred ? 

Mr.  GiLMORE.  Yes,  sir. 

The  Chairman.  So  that,  instead  of  its  occurring  in  the  spring  of 
1899,  it  occurred  in  the  spring  of  1903  ? 

Mr.  GiLsioRE.  Yes,  sir ;  that  is  the  circumstance.  There  were  f ur- 
fhei'  cuts  made  subsequent,  but  that  was  the  beginning. 

The  Chairman.  I  notice  they  predict  here  that  it  is  doubtful 
v/lielhei'  A'ou  can  supply  these  people.  You  did  do  that,  as  a  matter 
of  fact?  ■ 
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Mr.  GiLMOEB.  We  did  supply  them.  That  was  a  part  of  their  busi- 
ness, to  make  it  insecure  and  frighten  people. 

The  Chairman.  A  part  of  whose  business  ? 
.    Mr.  GiLMOEE.  The  American  Sugar  Eefining  Co.  people. 

The  Chairman.  Are  Willett  &  Gray  American  Sugar  Refining  Co. 
people  ? 

Mr.  GiLMOEE.  They  were  then  dominated  by  the  American. 

The  Chairman.  And  these  articles  were  written  in  the  interest  of 
the  American  Sugar  Eefining  Co.  ? 

Mr.  GiLMORE.  Yes,  sir. 

Mr.  Eaker.  Did  I  understand  you  to  say  that  these  statisticians 
were  dominated  by  the  American  Sugar  Eefining  Co.  ? 

Mr.  GiLMOEE.  Yes,  sir. 

The  Chaieman.  They  say  here  that  while  you  might  do  something 
in  Ohio  and  West  Virginia,  that  your  output  was  so  small  that  you 
could  not  affect  the  general  firm  condition  of  prices  elsewhere,  if  you 
supplied  Ohio  and  West  Virginia ;  was  that  true  ? 

Mr.  Gii/MORE.  That  was  probably  true. 

The  Chairman.  Substantially  true? 

Mr.  GiLMORE.  Substantially  true. 

The  Chairman.  So  the  people  who  got  the  principal  benefit  of 
this  competition  were  the  people  of  Ohio  and  West  Virginia  ? 

Mr.  GiLMORE.  Yes,  sir. 

The  Chairman.  And  you  picked  those  two  States  on  account  of 
the  way  the  wholesale  grocers  there  were  acting? 

Mr.  GiLMORE.  Because  the  American  Sugar  Eefining  Co.  had  gone 
out  there  and  attempted  to  tie  them  up. 

The  Chairman.  Were  they  attempting  to  do  that  in  any  other 
State  ? 

Mr.  GiLMORE.  They  had  not  gone  any  further. 

The  Chairman.  They  happened  to  begin  in  Ohio  and  West  Vir- 
ginia ? 

Mr.  GiLMORE.  Yes,  sir. 

The  Chairman.  And  that  is  the  reason  you  happened  to  meet  them 
there  and  give  them  a  fight  in  those  two  States  ? 

Mr.  GiLMORE.  Yes,  sir. 

The  Chairman.  Now,  we  will  read  again  from  Willett  &  Gray's 
Journal  of  May  28,  1903 : 

The  Arbuckle  refinery  reduced  their  quotations  10  cents  per  hundred  pounds, 
which  will  probably  remain  lu  force  until  they  have  disposed  of  their  surplus 
stock  of  refined. 

Is  that  correct  ? 

Mr.  GiLMORE.  We  had  no  surplus  stock  then. 

The  Chairman.  I  notice  here  that  they  say  on  May  28  that  you 
still  further  reduced  your  quotation  10  cents  per  hundred  pounds. 
That  is  probably  accurate? 

Mr.  GiLJiORE.  1  think  that  is  quite  accurate,  but  the  reason  assigned 
could  not  be  accurate.  t       ■      •         ,    , , 

The  Chairman.  But  the  fact  of  the  reduction  is  probably  accurate? 

Mr.  GiLMORB.  That  is  probably  right. 

The  Chairman.  What  was  the  cause  of  that  ? 

Mr.  Gilmore.  I  do  not  know;  perhaps  som.e  mercantile  reason 
which  did  not  impress  me. 

The  Chairman.  Do  you  mean  the  condition  of  your  stock ! 
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Mr.  GiLMOEE.  Possibly  that,  or  we  may  have  had  .a  surplus  of  raw 
sugar.     That  sometimes  has  a  great  deal  to  do  with  it. 

The  Chairman.  They  say  that  this  could  not  affect  the  price  any 
longer  than  until  you  disposed  of  your  surplus  stock  of  refined. 

Mr.  GiLMOEE.  Well,  that  is  gratuitous. 

The  Chairman.  And  that  might  not  be  true,  because  you  might 
have  had  a  big  stock  of  raw. 

Mr.  GiLMORB.  Of  course  they  would  not  know  an3d:hing  about  it. 

The  Chairman.  They  say  further : 

No  change,  however,  was  made  in  the  special  prices  for  Ohio  and  West 
Virginia. 

That  was  true,  was  it  not  ? 

Mr.  GiLMORE.  I  assume  it  was ;  I  do  not  know. 

The  Chairman.  Now,  let  me  read  you  Willett  &  Gray's  account 
of  the  continuation  of  this  war,  written  a  little  later,  in  the  fall  of 
that  year,  October  17, 1903.    It  is  headed : 

ALL  EEFINEKS  SELLING}  SUGARS  AT  ABOUT  COST — SEVERE  KIVALBY  IN  THE  FACE  OF 
BfcET  COMPETITION — ALL  REFINEKS  ARE  ALLOWING  30  DAYS'  DELAYED  SHIPMENT 
AND  ARE  GUARANTEEING  BUYERS  AGAINST  DECLINES  IN  PRICES  IN  THE  MEAN- 
TIME— DENIALS   OF   NATIONAL  AGREEMENT   NEGOTIATIONS. 

A  report  was  current  yesterday  that  negotiations  looking  to  the  renewal  of 
an  agreement  for  the  sale  of  sugars  through  wholesale  grocers  as  factors  had 
been  begun  between  representatives  of  the  National  Wholesale  Grocers'  Asso- 
ciation and  the  refiners.  Careful  inquiry  among  representative  wholesale 
grocers  and  also  among  refiners  failed  to  disclose  any  foundation  for  the  report. 
In  fact,  all  knowledge  regarding  it  was  oflScially  denied  by  refiners. 

The  refined  sugar  situation,  from  the  refiners'  standpoint,  has  not  for  years 
been  so  demoralized  as  at  present.  Aside  from  New  England,  where  the  selling 
prices  are  maintained  as  a  result  of  the  effectiveness  of  the  local  grocers'  asso- 
ciation, the  entire  country  is  now  an  open  market — that  is  to  say,  grocers  buy 
from  the  refinery  from  which  they  can  obtain  the  best  terms,  and  sell  to 
retailers  at  such  prices  as  they  consider  necessary  in  their  own  business,  regard- 
less of  whether  the  selling  prices  Indicate  profits  or  actual  losses.  As  a  result 
of  this  condition  refiners  have  reason  to  believe  that  sugar  is  being  used  as  a 
"  leader  "  more  generally  by  wholesale  grocers  throughout  the  country  than  for 
years.  Many  wholesalers  are  said  to  be  selling  sugar  at  actual  losses  when 
their  travelers  can  in  that  way  secure  the  sale  of  a  profitable  bill  of  goods. 

Under  these  circumstances  and  in  view  of  the  advent  of  the  beet-sugar  com- 
petition refiners  do  not  believe  any  national  plan  of  sale  through  factors  could 
be  successful.  All  refiners  are  quoting  4.55  cents  per  pound  as  the  net  cash 
price  for  granulated ;  and  in  West  Virginia  and  Ohio  the  Arbuckles  are  quoting 
4.45  cents  in  order,  as  they  claim,  to  meet  the  cuts  of  the  other  refiners.  It  is 
reported,  however,  that  in  one  way  or  another  the  refiners  are  in  special  in- 
stances cutting  their  "  net  figures."  Different  subterfuges,  it  is  stated,  are 
being  resorted  to  by  the  refiners  to  secure  business,  but  the  net  result  Is  always 
a  concession  that  is  equivalent  to  a  cut.  On  the  Arbuckle  price  In  West  Virginia 
and  Ohio  (taking  it  for  granted  that  these  prices  are  maintained)  the  difference 
between  the  cost  of  the  raw  sugar  and  the  refined  article  Is  but  574  cents  per 
100  pounds.  This  difference  must  cover  cost  of  refining  and  a  certain  amount 
for  transportation  and  packing,  and  represents,  if  not  a  direct  loss,  at  any  rate 
no  appreciable  profit.    The  difference  is  figured  as  follows : 

Cents. 

Net  price  granulated  (Ohio  and  West  Virginia) 4.45 

Raw  sugar,  96°  centrifugal 3.  87i 

Difference  to  pay  cost  of  refining .  57J 

Refiners  are  not  only  fighting  among  themselves,  but  they  are  fighting  the 
beet-sugar  manufacturers,  who  during  the  next  three  months  will  become  active 
competitors.    It  is  generally  understood  that  the  American  Sugar  Refining  Co. 
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has  become  so  extensively  interested  in  domestic  beet  plants  tbrougbout  tlie 
West  that  they  are  not  inclined  to  force  losses  upon  the  beet  people  by  reducing 
prices.  Many  beet  contracts  are  made  on  the  basis  of  a  reduction  of  10  points 
below  the  Sugar  Trust's  list  prices  on  the  day  of  delivery.  As,  however,  the 
Arbuckles  are  pushing  the  Sugar  Trust  so  hard  it  is  not  possible  for  the  latter 
to  be  particularly  maintaining  prices  for  the  benefit  of  the  beet  planters.  Beet 
sugar  from  Michigan  supplies  the  Central  West  in  the  neighborhood  of  Chicago 
and  territory  tributary  to  that  section.  The  beet  sugars  of  California,  Colorado, 
and  Nebraslia  will  supply  the  Missouri  River  points  and  as  far  east  as  the 
Mississippi  Kiver  points  and  up  into  the  Northwest.  Louisiana  sugar  will  com- 
mence in  November  and  will  supply  the  Mississippi  River  points.  Thus  a  very 
limited  territory  is  left  for  the  eastern  refiners  at  this  season  of  the  year.  In 
Cuba  the  planters  have  marlseted  their  crop,  and  supplies  on  the  island  are  in 
the  hands  of  merchants,  refiners,  and  speculators.  Grinding  begins  in  December, 
however. 

The  last  open  concession  on  prices  by  the  refiners  was  last  week,  when  the 
Arbuclde  and  the  National  companies  allowed  30  days'  delayed  shipment  and 
gave  a  guaranty  of  prices,  but  the  Am^ican  Refining  Co.  would  only  take 
orders  on  seven  days'  delayed  shipments  and  required  assortments  to  be  named 
with  order.  The  American  company  has,  however,  this  week  followed  the 
other  refiners,  and  now  grants  30  days'  delayed  shipment,  with  guaranty 
against  any  reduction  in  prices.  Under  these  conditions  the  trade  seems  to  be 
keeping  prospective  wants  well  covered,  and  there  has  been  a  liberal  amount  of 
contracting  on  this  basis. 

In  your  judgment,  is  that  a  correct  description  of  the  matter  as 
it  seemed  then? 

Mr.  GiLMOEE.  It  seems  very  fair,  to  my  mind. 

The  Chairman.  Now,  in  1903,  the  year  following  the  one  referred 
to  in  the  article,  the  refiner's  margin  was  0.918  cent,  and  in  1904  it 
went  down  to  0.798  cent,  and  yet  at  some  time  during  that  year  the 
margin  had  been  as  low  as  57^  cents,  according  to  this  article. 

Mr.  GiLMOEE.  Yes,  sir. 

The  Chairman.  And  this  reduction  the  next  year  was  probably 
the  rebound  after  it  went  so  low  at  the  latter  part  of  1903  ? 

Mr.  GiLMOEE.  Trying  to  recover. 

The  Chairman.  In  1904,  0.798,  and  in  1905,  0.978.  That  was  a 
considerable  recovery,  was  it  not  ? 

Mr.  GiLMOEE.  Yes ;  very  good. 

The  Chairman.  And  that  indicates  there  was  less  cutting  or  com- 
petition ? 

Mr.  Gilmore.  That  there  was  less  cutting,  evidently.  The  com- 
petition would  be  the  same,  I  suppose. 

The  Chairman.  Now,  do  you  remember  when  the  Cuban  reciproc- 
ity legislation  went  into  effect  ? 

Mr.  Gilmore.  I  could  not'  give  you  the  date.  I  remember  the  cir- 
cumstance. 

The  Chairman.  You  remember  the  fact  that  it  did  go  into  effect  ? 

Mr.  Gilmore.  Yes,  sir. 

The  Chairman.  Did  it  affect  the  crop  of  1904  ? 

Mr.  Gilmore.  I  think  not. 

The  Chairman.  1905  was  the  first  year,  was  it  ? 

Mr.  Gilmore.  Yes;  I  think  so. 
■  The  Chairman.  What  effect,  if  any,  did  that  have  on  the  refiner's 

profit? 

Mr.  Gilmore.  None  in  the  least. 

The  Chairman.  What  effect,  if  any,  did  it  have  on  the  market 
price  of  raw  sugar  at  New  York? 
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Mr.  GiLMOEE.  Well,  we  had  cheaper  raw  sugar  from  Cuba. 

The  Chairman.  Cheaper  by  the  amount  of  the  reduction  in  duty  ? 

Mr.  GiLMORE.  Well,'  I  do  not  know  that  it  was  that  amount  fully, 
and  yet  I  think  it  was,  too. 

The  Chairman.  You  think  it  was  ? 

Mr.  GiLMOEE.  I  do;  yes. 

The  Chairman.  That  concession  was  34.5  cents,  was  it  not? 

Mr.  GiLMOEE.  Yes,  sir. 

The  Chairman.  And  you  think  it  reduced  the  price  of  raw  sugar 
that  much  in  New  York  ? 

Mr.  GiLMOEE.  I  believe  it  did.  We  commonly  believed  that  the 
Cubans  had  not  benefited  at  all,  because  they  had  given  away  the 
benefit. 

The  Chaieman.  What  is  that  ? 

Mr.  GiLMOEE.  I  say,  we  commpnly  believed  that  the  Cuban  planters 
did  not  benefit  at  all  by  it,  that  they  gave  it  away,  and  sold  it  that 
much  cheaper. 

The  Chaieman.  To  whom  did  they  give  it  ? 

Mr.  GiLMORE.  To  the  refines ;  and  the  refiners,  of  course,  gave  it  to 
the  public. 

The  Chairman.  Did  the  consumer  of  refined  sugar  in  the  United 
States  get  the  benefit  of  that  concession,  in  your  judgment? 

Mr.  GiLMOEE.  I  believe  he  did  get  the  full  benefit  of  it. 

The  Chaieman.  Because  the  margin  of  profit  did  not  increase  ap- 
preciably for  the  refined? 

Mr.  GiLMOEE.  No.  The  only  good  it  was  to  the  refiner  was  that  he 
had  just  that  much  less  money  invested  in  his  proposition  and  in  his 
material. 

The  Chaieman.  That  much  less  money  invested  in  carrying  on  the 
business  ? 

Mr.  GiLMOEE.  Yes,  sir. 

The  Chaieman.  Now,  this  refiner's  margin  in  1905  was  0.978. 
These  figures  here  are  accurate,  are  they  not? 

Mr.  GiLMOEE.  Oh,  yes.    I  would  be  willing  to  indorse  them. 

The  Chaieman.  They  are  taken  from  Willett  &  Gray's  Journal, 
and  were  presented  by  Mr.  Atkins.     In  1906  the  margin  was  0.829. 
Does  that  indicate  any  more  cutting? 
'Mr.  GiLMOEE.  Oh,  no;  that  would  not  indicate  cutting. 

The  Chaieman.  In  1907,  0.893.  That  would  indicate  practically 
the  same  competitive  conditions? 

Mr.  GiLMOEE.  Yes,  sir ;  practically  the  same  conditions. 

The  Chaieman.  Do  you  recall  what  the  refiner's  profit  was  in  1908? 

Mr.  GiLMORE.  No,  sir. 

_  The  Chairman.  0.884  is  stated  by  Willett  &  Gray,  and  by  Mr.  At- 
kins.   Do  you  think  that  is  correct  ? 

Mr.  GiLMOEE.  I  would  take  it  to  be  correct. 

The  Chairman.  That  was  practically  the  same  as  it  was  before, 
was  it? 

Mr.  GiLMOEE.  There  was  some  little  difference,  but  it  was  small. 

The  Chairman.  The  difference  was  not  great  enough  to  indicate 
very  different  conditions  in  the  United  States  ? 

Mr.  GiLMOEE.  No,  sir. 

The  Chairman.  In  1909,  0.758,  which  was  a  drop  of  nearly  13 
points.    Would  that  indicate  any  particular  difference  ? 
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Mr.  GiLMOEE.  No ;  I  do  not  think  it  would. 

The  Chairman.  In  1910  I  notice  the  refiner's  profit  was  0.784,  and 
that  would  indicate  about  the  same  trade  conditions  ? 

Mr.  GiLMOEE.  Very  much  the  same. 

The  Chaieman.  Now,  in  1910  the  Payne  law  was  in  force,  was  it 
not?    Do  you  know  when  the  Payne  law  went  into  effect? 

Mr.  GiLMOEE.  No,  sir ;  I  do  not. 

The  Chairman.  It  went  into  effect  when  approved  by  the  Presi- 
dent, and  was  approved  August  5,  1909.  In  1910  the  differential  was 
5_cents  lower  a  hundred  than  it  was  in  1909  on  account  of  the  cut. 
You  know  what  I  mean  by  that,  do  you  not? 

Mr.  GiLMORE.  The  differential  ? 

The  Chairman.  Yes;  the  differential  between  raw  and  refined 
sugar  in  our  tariff  law. 

Mr.  GiLMORE.  Yes. 

The  Chairman.  It  used  to  be  12^  cents. 

Mr.  GiLMORE.  It  now  figures  about  7i  cents. 

The  Chairman.  The  change  was  made  in  the  Payne  law,  you  will 
recall. 

Mr.  GiLMORE.  Yes,  sir. 

The  Chairman.  Did  not  that  reduce  the  refiner's  margin  by  5  cents 
a  hundred? 

Mr.  GiLMORE.  Not  to  my  thinking. 

The  Chairman.  Wliy  not  ? 

Mr.  GiLMORE.  I  do  not  think  that  differential  was  any  sort  of  a 
help  or  assistance,  particularly. 

The  Chairman.  To  the  refiner? 

Mr.  GiLMORE.  No. 

The  Chaibman.  I  notice  here  between  1909  and  1910,  instead  of 
the  refiner's  margin  going  down,  it  went  up  about  5  cents. 

Mr.  GiLMOEE.  Well,  that  would  carry  out  my  theory. 

The  Chairman.  That  being  true,  you  do  not  think  the  present  dif- 
ferential is  of  much  importance  to  the  refiner  ? 

Mr.  GiLMORE.  I  do  not  think  it  is  of  much  importance.  • 

The  Chairman.  When  40  per  cent  of  it  was  taken  off  of  the  re- 
finer's margin 

Mr.  GiLMORE  (interposing).  They  did  not  seem  to  suffer. 

The  Chairman.  On  the  contrary,  it  went  up  a  little ;  and  so,  if -the 
other  60  cents  were  taken  off,  there  is  no  reason  to  suppose  the  refiner's 
margin  would  be  apt  to  be  hurt. 

Mr.  GiLMORE.  I  do  not  know  what  effect  the  last  60  might  have, 
without  any  reduction  of  the  duty  on  raw  sugar. 

The  Chairman.  Mr.  Gilmore,  I  have  taken  you  through,  as  best  I 
could,  from  the  best  information  I  had  of  the  details  of  this  tre- 
mendous sugar  war  that  you  gentlemen  had  with  the  American 
Sugar  Eefining  Co.  and  its  allies.  Can  you  tell  me  whether  that 
war  is  going  on  ndw  or  not  ? 

Mr.  GiLMOEE.  Oh,  no;  not  a  war.    There  is  an  armed  neutrality. 

The  Chairman.  An  armed  neutrality  ? 

Mr.  GiLMOEE.  Yes. 

The  Chairman.  Tell  us  what  you  mean  by  "an  armed  neutral- 
ity." .  . 

Mr.  GiLMORE.  Every  man  is  trying  to  do  the  best  he  can  for  him- 
self, and  watching  the  other  fellow  pretty  closely. 
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The  Chairman.  And  watching  the  other  fellow  pretty  closely. 
You  mean  by  that  that  you  would  not  invite  retaliation  by  making 
a  cut  yourself  ? 

Mr.  GiLMOEE.  Oh,  no;  I  do  not  mean  that. 

The  Chairman.  What  do  you  mean,  then? 

Mr.  GUiMORE.  In  saving  my  own  position  I  may  have  to  make  a 
cut. 

The  Chairman.  Please  explain  what  you  mean  by  "  armed  neu- 
trality." You  have  used  that  expression,  and  I  want  to  know  what 
it  means  as  applicable  to  present  conditions. 

Mr.  GiLMOEE.  It  is  a  figure  of  speech. 

The  Chairman.  I  know  that,  and  I  think  I  understand  it,  and  yet 
I  want  to  know  what  it  means,  "  armed  neutrality,"  between  yourself 
and  the  American  Sugar  Refining  Co. 

Mr.  GiLMORE.  We  have  no  reason  for  assaulting. 

The  Chairman.  No  reason  for  assaulting  them? 

Mr.  GiLMORE.  Yes. 

The  Chairman.  Since  they  have  gone  out  of  the  coffee  business  ? 

Mr.  GiLMORE.  No ;  since  they  have  ceased  to  assault  us. 

The  Chairman.  In  other  words,  they  hit  you  first  ? 

Mr.  GiLMORE.  Yes. 
'    The  Chairman.  And  when  they  have  hollered  and  said  they  had 
enough,  there  is  no  need  to  renew  it  ? 

Mr.  GiLMORE.  No;  we  are  attending  to  our  own  business. 

The  Chairman.  In  other  words,  you  make  such  cuts  as  the  ordi- 
nary supply  and  demand,  and  stock,  and  world  conditions  seem  to 
indicate  to  you? 

Mr.  GiLMORE.  As  appeal  to  us  as  merchants. 

The  Chairman..  And  they  are  doing  the  same  thing,  are  they? 

Mr.  GiLMORE.  Yes ;  so  far  as  I  know. 

The  Chairman.  So  far  as  you  know? 

Mr.  GiLMORE.  Yes;  they  appear  to  be  doing  it. 

The  Chairman.  During  this  war  you  did  all  sorts  of  things  that 
did  not  appeal  to  you  as  business  men  ? 

Mr.  GiLMOEE.  Oh,  yes ;  we  were  doing  it  only  for  self-preservation. 

The  Chairman.  I  mean,  things  that  were  not  induced  by  ordinary 
trade  conditions? 

Mr.  GiLMORE.  No,  sir. 

The  Chairman.  Or  ordinary  business  conditions? 

Mr.  GiLMORE.  No,  sir. 

The  Chairman.  But  they  were  induced  by  necessity  to  maintain 
yourselves  in  this  war  which  you  say  was  for  your  protection  ? 

Mr.  GiLMORE.  Yes,  sir ;  for  business  defense. 

The  .Chairman.  For  business  defense  ? 

Mr.  GiLMOEE.  Yes. 

The  Chairman.  Are  you  familiar  with  any  of.  the  conferences,  if 
there  were  any,  that  occurred  between  the  heads  of  the  houses  of 
Arbuckle  and  Havemeyer  on  the  subject  of  getting  to  this  armed 
neutrality  stage  ? 

Mr.  GiLMOEE.  No,  sir;  I  am  not.    I  am  not  familiar. 

The  Chairman.  Who  is  the  head  of  the  firm  of  Arbuckle  Bros.  ? 

Mr.  GiLMOiiB.  John  Arbuckle. 

The  Chairman.  Mr.  John  Arbuckle? 

Mr.  GiLMOEE.  Yes. 
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The  Chairman.  What  is  his  address  ? 

Mr.  GiLMOBE.  No.  71  Water  Street. 

The  Chairman.  Is  he  an  old  man  ? 

Mr.  GiiiMORE.  Yes,  sir. 

The  Chairman.  How  old,  do  you  know  ? 

Mr.  GiLMORE.  Seventy- four,  I  think;  past. 

The  Chairman.  Seventy-four,  past? 

Mr.  GiLMORE.  And  rather  frail. 

The  Chairman.  Is  he  in  poor  health,  do  you  know  ?  I  understand 
he  is. 

Mr.  GiLMORE.  Very  poor  health. 

The  Chairman.  Do  you  think  he  could  stand  a  very  pleasant 
journey  down  to  the  beautiful  Capital  of  our  country  to  give  us 
some  information  ?  I  would  like  to  make  it  clear,  while  I  ask  it  in  a 
light  vein. 

Mr.  Dtkman.  I  think  the  old  man  would  not  live  to  get  down  here 
and  back. 

Mr.  GiLMORE.  Under  these  weather  conditions  I  do  not  think  the 
man  would  live  to  come  here  and  stay  as  I  have  and  go  back. 

The  Chairman.  Why? 

Mr.  GiLMORE.  Because  of  his  frailty  and  his  condition  of  health. 

The  Chairman.  Do  you  think,  then,  that  if  we  take  his  evidence, 
we  ought  to  send  to  New  York  to  get  it  ? 

Mr.  GiLMOBE.  Yes;  as  a  matter  of  charity. 

The  Chairman.  He  is  the  only  man  who  would  know  about  that 
thing  I  have  just  suggested,  is  he  not? 

Mr.  GiLMOEE.  Yes. 

The  Chairman.  He  is  the  only  man? 

Mr.  GiLMORE.  Yes;  he  is  the  man. 

The  Chairman.  If  there  was  any  trading  with  Havemeyer,  he  is 
the  man  that  knows  it? 

Mr.  Gilmohe.  Yes;  he  is  the  one  that  knows  and  will  tell  you. 

The  Chairman.  He  will  tell  us?  Well,  this  arme^i  neutrality,  I 
suppose,  continues  to  exist  now? 

Mr.  GiLMORE.  Oh,  yes. 

The  Chairman.  When  did  it  begin  ? 

Mr.  GiLMORE.  I  could  not  fix  the  date. 

The  Chairman.  I  mean  substantially.  I  am  not  trying  to  split 
hairs. 

Mr.  GiLMORE.  It  has  been  going  on  for  four  or  five  years. 

Mr.  Dykman.  It  has  been  going  on  four  or  five  years.  * 

The  Chairman.  This  armed  neutrality,  you  say,  has  been  in  ex- 
istence the  last  four  or  five  years? 

Mr.  Gilmore.  Yes. 

The  Chairman.  Since  they  closed  down  their  coffee  factory? 

Mr.  GiLMOBE.  Naturally  it  would  be  since. 

The  Chairman.  They  closed  it  down  about  four  or  five  years  ago, 
did  they  not? 

Mr.  GiLMORE.  Yes;  pretty  nearly. 

The  Chairman.  I  think  you  said  that  they  operated  about  five 
years,  and  that  would  fix  it  about  four  or  five  years  ago  ? 

Mr.  GiLMOBE.  Yes. 

The  Chaieman.  And  you  think  this  armed  neutrality  has  been 
on  ever  since? 
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Mr.  GiLMOBE.  Yes.  Have  you  drawn  out  all  you  want  to  know 
about  what  I  mean  by  "  armed  neutrality  "  ? 

The  Chairman.  Yes;  unless  you  want  to  make  some  further  ex- 
planation of  it. 

Mr.  GiLMOEE.  No. 

The  Chairman.  I  think  we  understand  what  you  mean — ^that  you 
are  not  engaged  in  a  war  and  are  not  cutting  just  to  fight? 

Mr.  GiLMORE.  Yes. 

The  Chairman.  You  have  stated  it  earlier,  but  just  for  the  pur- 
pose of  comparison,  now,  I  want  you  to  repeat  it.  What  is  the 
capacity  of  your  refinery — 800  tons  did  you  say? 

Mr.  GiLMOitE.  About  1,100  tons. 

The  Chairman.  1,100  tons ;  yes,  that  was  the  figure  ? 

Mr.  GiLMORE.  Yes. 

The  Chairman.  Do  you  know  what  is  the  capacity — I  thought 
maybe  you  could  give  it  for  the  purposes  of  comparison — of  the 
American  Sugar  Refining  Co.  ? 

Mr.  GiLMOEE.  No,  sir ;  only  to  state  what  is  generally  stated  on 
the  street,  that  it  is  28,000  barrels  a  day. 

The  Chairman.  How  many  tons  is  that? 

Mr.  GiLMORE.  I  do  not  carry  it  in  tons. 

The  Chairman.  What  is  your  capacity? 

Mr.  Gilmore.  Ours  would  be  7,500  barrels. 

The  Chairman.  And  theirs  28,000  barrels  ? 

Mr.  GiLMOEE.  Yes. 

The  Chairman.  What  would  be  the  capacity  of  the  National  in 
barrels  ? 

Mr.  GiLMORE.  The  capacity  of  the  National  would  be  about  9,000 
barrels,  I  think. 

The  Chairman.  A  little  bit  bigger  than  yours? 

Mr.  GiLMORE.  Yes. 

The  Chairman.  What  is  that  of  C.  A.  Spreckels? 

Mr.GiLMORtf.  I  do  not  know. 

The  Chairman.  Could  you  give  us  an  estimate  of  that,  even?  I 
do  not  care  whether  it  is  very  accurate  or  not. 

Mr.  GiLMOEE.  It  is  probably  about  7,000  barrels. 

The  Chairman.  About  the  size  of  yours? 

Mr.  GiLMORE.  Yes ;  very  nearly.     Ours  is  only  500  barrels  more. 

The  Chairman.  Yes;  yours  is  7,500  barrels.  I  believe  that  con- 
cludes all  the  investigation  I  care  to  make.  Will  some  other  gentle- 
man of  the  committee  take  it  up  at  this  point  ? 

Mr.  Malby.  Only  a  question  or  two,  Mr.  Chairman.  The  trea.ty 
with  Cuba  went  into  effect,  it- appears,  about  1905.  Can  you  give  me 
the  wholesale  price  of  sugar  in  1904? 

Mr.  GiLMOEE.  Not  v/ithout  a  record,  Mr.  Malby,  I  could  not. 

Mr.  Malby.  Have  you  a  record  of  that? 

Mr.  GiLMOEE.  In  New  York;  yes,  sir. 

Mr.  Malby.  I  would  like  to  have  you  furnish  to  the  committee  the 
wholesale  price  of  sugar  in  New  York  City  in  1904,  1905,  1906,  and 
1907,  inclusive. 

Mr.  GiLMORE.  Yes. 

Mr.  Dykman.  That  is,  in  New  York? 

Mr.  GiLMORE.  In  New  York. 

Mr.  Malby.  Yes. 
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The  Chairman.  F.  o.  b.  New  York? 

Mr.  Malby.  Refined  sugar.  Let  me  ask  you  another  question.  Do 
j'ou  import  Cuban  sugar  m  the  raw  or  refined  ? 

Mr.  GiLMORB.  In  the  raw. 

Mr.  Malby.  Then  furnish  me,  please,  also  the  price  of  raw  sugar 
during  the  same  period. 

Mr.  GiLMORE.  That  is,  Cuban  raw? 

Mr.  Malby.  Cuban  raw. 

Mr.  Dykman.  May  I  ask  for  what  years  ? 

Mr.  Malby.  1904  to  1907,  inclusive. 

Mr.  Dykman.  The  wholesale  price  in  New  York  f .  o.  b.  or  refifled  ? 

Mr.  Malby.  And  raw. 

Mr.  Dykman.  And  the  price  in  the  market  of  Cuban  raw  ? 

Mr.  Malby.  No;  I  want  the  same  statement  with  reference  to 
each,  the  price  of  raw  and  the  price  of  refined,  the  wholesale  price 
at  New  York  City  for  1904  to  1907,  inclusive. 

Mr.  GiLMORB.  I  understand  it. 

Mr.  Dykman.  Will  you  permit  me  to  ask  another  question?  Is 
that  before  the  duty  is  paid  or  duty  paid  ? 

Mr.  Malby.  Oh,  I  want  it  duty  paid. 

Mr.  Dykman  (to  Mr.  Gilmore).  Did  you  understand  that? 

Mr.  Gilmore.  I  would  give  him  that. 

Mr.  Malby.  You  are  a  refiner  simply?  You  do  not  import  granu- 
lated sugar  or  anything  but  raw  sugar  ? 

Mr.  Gilmore.  No,  sir;  we  do  not  import  anything  but  raw  sugar, 

Mr.  Malby.  And  most  of  it  comes  from  Cuba  now  ? 

Mr.  Gilmore.  The  majority  of  it  comes  from  Cuba;  yes,  sir. 

Mr.  Malby.  Where  did  it  come  from  prior  to  1905  ? 

Mr.  Gilmore.  It  came  from  Cuba  then,  too. 

Mr.  Malby.  You  have  not  changed  your  purchasing  point? 

Mr.  Gilmore.  No;  very  little.  ^ 

Mr.  Malby.  Can  you  give  me  the  retail  prices  during  the  period 
from  1904  to  1907,  as  I  have  said,  inclusive  ? 

Mr.  Gilmore.  No  ;  I  would  not  know  those  anyway. 
'  Mr.  Malby.  Is  there  any  way  they  could  be  ascertained?     Are 
there  publications  or  statistics  on  that  point  available  to  you? 

Mr.  Gilmore.  No,  sir ;  not  that  I  know  of ;  but  you  can  set  it  down 
pretty  near  that  when  you  receive  the  wholesale  price  for  refined 
sugar  f.  o.  b.  New  York,  that  is  about  the  retail  price  in  New  York 
and  Brooklyn. 

Mr.  Malby.  About  the  retail  price? 

Mr.  Gilmore.  Yes.    The  retailer  sells  it  for  practically  the  same. 

Mr.  Raker.  How  is  that? 

Mr.  Gilmore.  I  say,  the  retailer  in  our  vicinity  down  there  sells 
refined  sugar  as  a  leader,  without  profit  to  himself. 

Mr.  Malby.  Is  it  not  a  fact  within  your  experience,  anyway,  that 
the  retailer,  wherever  he  may  be,  is  selling  sugar  at  a  very  small 
profit  ? 
Mr.  Gilmore.  That  is  true;  yes,  sir. 
Mr.  Malby.  Everywhere? 

Mr.  Gilmore.  Everywhere  that  I  have  knowledge  of. 
Mr.  Malby,  The  cause  of  your  warfare  with  the  American  Sugar 
Refining  Co.  was  owing  to  the  fact,  was  it  not,  that  they  purchased 
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an  interest  in  a  coffeehouse  somewhere  in  Ohio?  Was  not  that  the 
cause  of  the  warfare  between  you? 

Mr.  GiLMOKE.  Not  primarily.  It  was,  as  I  understand  it,  the  fact 
that  we  went  into  the  refining  of  sugar.  That  was  the  prime  cause 
of  the  warfare,  so-called. 

Mr.  Malbt.  Then,  the  building  of  your  factory  at  Philadelphia 

Mr.  GiLMOEE.  No,  no ;  not  in  Philadelphia. 

Mr.  Ma^by.  Where  was  it  built  ? 

Mr.  GiLMOKE.  In  Brooklyn. 

Mr.  Malby.  Preceded  the  purchase  of  the  coffee  factory  by  the 
American  Sugar  Eefining  Co.,  in  Ohio  ? 

Mr.  GiLMOEE.  I  was  unable  to  fix  those  dates  in  my  examination. 

Mr.  Malby.  It  would  follow,  would  it  not,  that  if  you  were  the 
so-called  aggressor  in  going  into  the  sugar  business,  they  must  have 
purchased  the  coffee  factory  afterwards? 

Mr.  Dykman.  He  could  not  put  the  date  in  the  record. 

Mr.  GiLMOEE.  That  is  a  fact ;  but  I  could  not  give  you  the  date. 

Mr.  Malby.  I  am  not  asking  for  the  date,  but  I  am  asking  for  the 
particulars  of  the  circumstance.  We  will  get  at  the  date.  So  that 
you  had  commenced  the  construction  of  a  refinery  somewhat  before 
the  purchase  of  their  interest  in  the  coffee  plant? 

Mr.  GiLMORE.  That  is  true. 

Mr.  Malby.  And  when  they  purchased  the  interest  in  the  coffee 
plant,  then  they  made  war  on  your  company  as  to  the  price  of  coffee  ? 

Mr.  GiLMOEE.  Yes. 

Mr.  Malby.  And  then  you  made  war  on  your  part  on  the  price  of 
sugar  ? 

Mr.  GiLMORE.  Well,  we  were  not  in  a  position  to  make  much  war, 
with  only  2,500  barrels  of  sugar. 

Mr.  Malby.  Well,  with  what  you  could  make? 

Mr.  GiLMOEE.  We  did  our  best. 

Mr.  Malby.  The  real  contest,  however,  and  where  the  great  sums 
of  money  you  have  spoken  of  were  lost,  was  in  the  coffee  trade,  and 
not  in  the  sugar  trade? 

Mr.  GiLMOEE.  Both  places;  but  I  suppose  quite  as  much  so  in  the 
coffee  business. 

Mr.  Malby.  Coffee  did  go  down  very  largely  in  price,  did  it  not? 

Mr.  GiLMOEE.  Coffee  did  go  down  in  price,  both  in  Brazil  and  in 
New  York. 

Mr.  Malby.  Well,  in  particular  in  this  country  the  wholesale 
price — that  is,  the  price  at  which  you  were  selling  to  your  customers — 
went  down  very  greatly,  did  it  not  ? 

Mr.  GiLMOEE.  Coincidently  with  the  fact  that  there  was  a  great 
slumpage  in  the  price  of  green  coffee  in  Brazil. 

Mr.  Malby.  It  was  not  quite  so  extensive.  It  may  have  been  at 
the  same  time,  but  it  was  not  so  extensive,  was  it  ? 

Mr.  GiLMOEE.  It  was;  with  the  exception  of  about  60  points. 

Mr.  Malby.  Sixty  points  may  mean  a  good  deal,  but  I  do  not 
know. 

Mr.  GiLMOEE.  That  is  six-tenths  of  a  cent  a  pound. 

Mr.  Malby.  Is  it  not  a  fact  that  just  prior  to  that  time — that  is, 
prior  to  the  American  Sugar  Refining  Co.  going  into  the  manufac- 
ture and  sale  of  coffee — the  wholesale  price  by  your  firm  was  20  cents 
a  pound  and  from  that  it  was  reduced  to  13  cents  a  pound  ? 
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Mr.  GiLMOKE.  No ;  that  is  all  wrong. 

Mr.  Malbt.  And  by  the  American  Sugar  Eefining  Co.  it  was  re- 
duced down  to  10  cents  a  pound  ? 

Mr.  GiLMOEE.  The  fact  is  that  we  sold  roasted  package  coffee  at 
8J  cents  a  pound. 

Mr.  Malby.  "Was  not  your  ruling  price,  about  that  time,  about 
13  cents? 

Mr.  GiLMORE.  No,  sir;  not  at  that  time. 

Mr.  Malby.  Is  it  not  a  fact  that  just  prior  to  that  time  it  was  20 
cents  a  pound? 

Mr.  GuiMOEE.  If  you  say  just  prior,  I  say  no. 

Mr.  Malby.  Well,  I  mean  within  the  range  of  this  contest? 

Mr.  GiLMOEE.  I  do  not  remember  of  its  being  20  cents  at  any 
time  about  the  contest. 

Mr._  Malby.  Is  it  not  a  fact  that  Mr.  Arbuckle  said  that  the 
American  Sugar  Refining  Co.  was  selling  for  a  less  price  than  you 
could  purchase  it  for  from  the  importers? 

Mr.  GiLMOEE.  I  do  not  know  that  he  ever  said  it,  but  I  know  that 
it  was  true. 

Mr.  Malby.  Well,  that  is  just  as  important  as  though  he  had. 
Did  you  ever  hear  Mr.  Arbuckle  say,  or  testify  under  oath,  that  he 
had  not  any  doubt  whatever  but  that  if  he  stopped  the  construc- 
tion of  the  refinery,  the  American  Sugar  E«fining  Co.  would  stop 
selling  coffee? 

Mr.  GiLMOEE.  I  have  no  knowledge  of  it. 

Mr.  Malby.  You  were  with  him  in  1898,  were  you  not? 

Mr.  GiLMOEE.  I  was;  yes. 

Mr.  Malby.  Do  you  remember  the  occasion  of  his  appearing  be- 
fore the  joint  committee  of  the  New  York  State  Legislature  at 
that  time? 

Mr.  GiLMOEE.  I  do  not.  I  may  have  been  in  Europe.  I  made  a 
visit  there. 

Mr.  Malby.  You  were  not  sworn  upon  that  occasion? 

Mr.  GiLMOEE.  No,  sir, 

Mr.  Malby.  How  long  did  this  coffee  warfare  keep  up  ? 

Mr.  GiLMOEE.  I  think  I  approximated  it  at  five  years. 

Mr.  Malby.  From  1905  to  1910?  No;  it  would  have  been  prior  to 
that ;  from  1895  to  what  time  ? 

Mr.  GiLMOEE.  It  would  be  after  1898. 

Mr.  Malby.  After  1898.  Well,  it  could  not  have  been  much  after 
1898,  I  think,  because  that  investigation  of  the  New  Yorif  Legisla- 
ture was  in  1898, 1  think. 

Mr.  GiLMOEE.  Well,  this  would  begin  in  1898. 

Mr.  Malby.  Begin  in  1898? 

Mr.  GiLMOEE.  And  about  the  beginning,  you  know,  is  about  the 
worst  and  most  drastic  time.  Mr.  Arbuckle  might  have  testified  to 
the  effect  you  have  just  stated. 

Mr.  Malby.  I  think  I  will  have  the  evidence  on  that  here  in  a 
few  minutes,  and  we  can  refresh  our  recollection  by  referring  directly 
to  it.    That  continued,  however,  for  about  five  years  ? 

Mr.  GiLMOEE.  Yes. 

Mr.  Malby.  Was  there  any  understanding  between  you  and  the 
American  Sugar  Refining  Co. — when  I  say  you  I  mean  Mr.  Ar- 
buckle  
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Mr.  GiLMORE.  I  know  what  you  mean.  I  am  not  answering  your 
question. 

Mr.  Malby.  I  know;  you  appreciate  it.  Was  there  any  under- 
standing between  you  and  the  American  Sugar  Eefining  Co.  at  that 
time  with  reference  to  the  cessation  of  all  hostilities  or  the  restoration 
of  the  price  of  the  coffee  ? 

Mr.  GiiiMOEE.  No,  sir;  not  to  my  knowledge;  not  to  my  hearing, 
even. 

Mr.  Malbt.  It  is  a  fact  that  the  price  of  coffee  did  increase  at 
wholesale,  did  it  not,  about  that  time  ? 

Mr.  GiLMORE.  Yes ;  I  think  it  did. 

Mr.  Malby.  And  there  has  been  no  cutthroat  contest,  so  to  speak, 
between  the  Arbuckles  and  the  American  Sugar  Refining  Co.  since 
that  time  with  respect  to  the  sale  of  coffee  ? 

Mr.  GiLMOEE.  There  has  not ;  but  I  should  explain  the  reason  why ; 
that  we  found  that  the  American  was  out  of  the  business. 

Mr.  Malby.  When  did  they  go  out  of  the  business  ? 

Mr.  GiLMORE.  They  were  practically  out  of  the  business  at  the  end 
of  the  five  years. 

Mr.  Malby.  Did  they  continue,  however,  to  run  the  plant? 

Mr.  GiLMORE.  They  took  it  away  from  Toledo  and  brought  a  por- 
tion of  it  down  and  ran  it  in  Brooklyn  for  a  little  while,  and  then 
that  was  shut  down. 

Mr.  Malby.  "^^Tien  was  that  shut  down  ? 

Mr.  GiLMOBE.  I  think  that  was  shut  down  in  1906,  finally. 

Mr.  Malby.  Did  the  contest  in  the  sugar  market  between  your 
company  and  the  American  Sugar  Refining  Co.  continue  during  this 
period  ? 

Mr.  GiLMORE.  Oh,  yes,  sir;  just  the  same  as  it  is  to-day. 

Mr.  Malby.  Well,  a  little  worse  than  it  is  to-day  ? 

Mr.  GiLMORE.  We  were  making  some  money  then. 

Mr.  Malby.  Were  you  making  any  money  at  all  during  the  time 
that  this  contest  was  going  on  ? 

Mr.  GiLMORE.  These  five  years  ? 

Mr.  Malby.  Yes. 

Mr.  GiLMORE.  Oh,  yes. 

Mr.  Malby.  For  every  portion  of  the  five  years  ? 

Mr.  GiLMORE.  1  could  not  say  that.  There  were  times  that  we  did 
not  make  anything,  and  there  were  times  that  we  did. 

Mr.  Malby.  Were  there  times  when  there  were  positive  losses;  for 
instance,  when  you  made  the  5-cent  cut  in  Ohio  and  West  Virginia? 

Mr.  GiLMORE.  That  was  below  cost. 

Mr.  Malby.  That  was  below  cost  ? 

Mr.  Gilmoee.  Yes. 

Mr.  Malby.  I  think  you  have  testified  that  you  know  of  no  agree- 
ment, directly  or  indirectly,  which  was  entered  into  between  your 
company  and  the  American  Sugar  Refining  Co.  with  respect  to 
wholesale  prices,  or  territory  ? 

Mr.  GiLMORE.  I  have  so  testified,  sir. 

Mr.  Malby.  So  far  as  you  know,  that  there  was  a  natural  cessation 
of  hostilities  or  contest  ? 

Mr.  GiLMORE.  Yes,  sir. 

Mr.  Malby.  Mr.  Chairman,  I  will  stop  for  a  minute  until  I  look  up 
this  testimony  that  was  referred  to. 
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The  Chairman.  Will  some  one  else  take  up  the  examination  at  this 
point?  _  Not  as  indicating  at  all,  Mr.  Malby,  that  I  think- your  ex- 
amination has  been  duplication,  I  would  say  again,  let  us  all  try  to 
avoid  duplication  as  much  as  we  can,  with  every  witness.  It  takes 
so  much  time.    Proceed,  Mr.  Eaker. 

Mr.  Eakee.  What  do  you  use  to  fix  your  prices  of  sugar  now,  or 
for  the  last  five  years  ? 

Mr.  GiLMGEE.  What  basis? 

Mr.  Eakee.  Yes. 

Mr.  GiLMOEE.  The  basis  of  the  cost  of  the  raw  material,  and  the 
cost  of  refining  and  selling. 

Mr.  Eakee.  And  the  cost  of  the  raw  material  is  what — the  average 
cost  ?    Take  one  year ;  for  instance,  take  the  year 

Mr.  GiLMOEE.  I  do  not  burden  my  mind  with  those  statistics.  I 
would  have  to  go  and  ask  the  man  in  our  house,  if  I  wanted  to  know 
that. 

Mr.  Eakee.  There  is  a  man  in  your  house  that  has  it  ? 

Mr.  GiLMOEB.  Oh,  yes. 

Mr.  Eakee.  And  the  cost  of  refining? 

Mr.  GiLMOEE.  Well,  that  is  a  very  common  proposition.  Every- 
body knows  that,  about. 

Mr.  Eakee.  They  do  not  seem  to.  There  seems  to  be  some  differ- 
ence of  opinion  in  regard  to  the  matter. 

Mr.  GiLMORE.  We  never  have  any  in  our  place. 

Mr.  Eaker.  You  keep  a  record  of  that,  do  you  not? 

Mr.  GiLMOEE.  Yes;  I  can  answer  that. 

Mr.  Eakee.  What  is  the  cost. 

Mr.  GiLMOEE.  From  60  to  65  points.  That  is  from  a  given  price 
of  the  raw  until  it  is  refined  and  sold.  That  means  the  selling,  too, 
you  know;  the  cost  of  selling  and  the  cost  of  office  expense  and  the 
cost  of  refining  and  loss  in  refining. 

Mr.  Eaker.  Have  you  made  any  investigation  as  to  the  cost  of 
refining  by  the  American  Sugar  Eefining  Co.  ? 

Mr.  GiLMOEE.  We  have  never  made  any  investigation ;  no,  sir.  We 
have  heard  from  those  who  knew. 

Mr.  Eakee.  Have  you  not  had  an  expert  to  go  over  the  matter,  as 
far  as  he  could  gather  the  data  and  the  information  as  to  what  it 
costs  the  American  Sugar  Eefining  Co.,  and  report  to  you — to  your 
company  ? 

Mr.  GiLMOEE.  No,  sir ;  never  that  way. 

Mr.  Eakee.  Well,  how  did  you  do  it? 

Mr.  GiLMOEE.  We  happened  to  get  information  from  a  man  who 
was  the  chief  refiner  for  that  house,  and  who  afterwards  told  me 
what  the  cost  was. 

Mr.  Eakee.  How  did  you  happen  to  get  that  inf ornjation  ? 

Mr.  GiLMOEE.  Because  he  applied  to  us  for  work. 

Mr.  Eakee.  He  applied  to  you  for  work? 

Mr.  GiLMOEE.  Yes. 

Mr.  Eakee.  And  you  employed  him? 

Mr.  GiLMOEE.  We  did. 

Mr.  Eakee.  And  then  he  told  you  what  it  cost  them  to  refine  ? 

Mr.  GiLMOEE.  He  told  me;  yes,  sir. 

Mr.  Eaker.  After  he  had  gone  over  and  thoroughly  understood 
their  method  of  refining  and  the  cost  of  refining  for  them  ? 
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Mr.  GiLMOEE.  I  presume  so.     He  had  been  their  refiner  for  28 
years,  I  think. 

Mr.  Eakee.  Did  he  present  anything  to  you  that  would  convince 
you  that  he  was  right — correct — in  his  statement? 

Mr.  GiLMOEE.  As  to  refining? 

Mr.  Rakee.  Yes.  As  to  the  cost  of  refining;  you  did  not  just 
take  his  word  for  it,  did  you? 

Mr.  GiLMOEE.  Why,  that  is  all  I  have. 

Mr.  Eaker.  Did  he  not  present  documents 

Mr.  GiLMOEE.  No,  no. 

Mr.  Raker.  Or  statistics? 

Mr.  GiLMOEE.  No,  sir ;  no  documents  or  statistics. 

Mr.  Rakee.  What  is  this  man's  name  ? 

Mr.  GiLMOEE.  What  is  it,  Mr.  Dykman  ? 

Mr.  Dykman.  Gerbracht. 

Mr.  GiLMOEE.  Gerbracht. 

Mr.  Rakee.  What  is  his  first  name  ? 

Mr.  GiLMOEE.  I  do  not  know  his  first  name. 

Mr.  Dykman.  Ernest  Gerbracht. 

Mr.  Rakee.  Where  is  Ernest  now  ? 

Mr.  GiLMOEE.  In  jail,  I  think. 

Mr.  Dykman.  No;  he  is  out  on  bail.  He  was  indicted  and  tried 
and  convicted. 

Mr.  Rakee.  That  would  not  affect  his  prior  condition  ? 

Mr.  Dykman.  No. 

Mr.  Rakee.  How  long  did  you  people  keep  him  in  your  employ  ? 

Mr.  GiLMOEE.  He  did  not  do  anything  for  us.  It  was  found  out, 
afterwards,  that  he  was  likely  to  be  indicted,  and  we  did  not  retain 
him. 

Mr.  Rakee.  Plow  long  did  you  keep  him  to  get  this  information  ? 

Mr.  GiLMOEE.  I  think  I  got  the  information  in  about  five  minutes. 

Mr.  Dykman.  He  was  employed  just  before  he  was  indicted.  The 
contract  was  made  with  Gerbracht,  and  Arbuckle  Bros,  learned  either 
that  he  had  been  indicted  or  was  about  to  be  indicted,  and  for  what, 
and  the  contract  was  canceled  with  Mr.  Gerbracht. 

Mr.  Rakee.  You  folks  made  a  contract  with  him? 

Mr.  GiLMOEE.  Yes,  sir. 

Mr.  Rakee.  To  employ  him  ? 

Mr.  GiLMORE.  As  a  refiner. 

Mr.  Rakee.  As  a  refiner? 

Mr.  GiLMOEE.  Yes. 

Mr.  Dykman.  In  place  of  Mr.  Stillman,  who  had  been  their  re- 
finer and  who  was  about  to  leave  the  service  of  Arbuckle  Bros. 

Mr.  Raker.  About  to  leave  the  service  of  Arbuckle  Bros.  ? 

Mr.  Dykman.  Yes. 

Mr.  Rakee.  Mr.  Gerbracht  did  not  actually  do  any  work  ? 

Mr.  GiLMOEE.  None  whatever. 

Mr.  Rakee.  About  what  time  was  that? 

Mr.  Dykman.  November,  1909,  to  take  effect  January  1,  1910. 
The  contract  was  made  in  1909,  to  take  effect  January  1,  1910,  when 
Mr.  Stillman  left. 

Mr.  Rakee.  How  much  did  you  pay  him  on  the  contract  ? 

Mr.  GiLMOEE.  Shall  I  answer  that? 

Mr.  Raker.  Yes. 
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Mr.  GiLMOEE.  $15,000. 

Mr.  Eakee  That  is  a  pretty  big  sum  to  pay  a  man  before  he  does 
any  work,  is  it  not? 

Mr.  GiLMOEE.  No ;  that  was  his  salary  for  six  months. 

Mr.  Eakee.  How  much  did  you  pay  him  before  you  canceled  the 
contract  ? 

Mr.  GiLMOEE.  Just  as  I  said,  $15,000. 

Mr.  Eakee.  Well,  that  is  what  I  said. 
_   Mr.  GiLMOEE.  That  was  a  part  of  the  contract ;  that  was  the  reason 
it  was  paid. 

Mr.  Eakee.  And  after  you  paid  him  he  gave  you  this  information  ? 

Mr.  GiLMOEE.  No,  sir;  I  got  it  before  it  was  paid. 

Mr.  Eakee.  How  is  that? 

_Mr.  GiLMOEE.  I  got  that  long  before  he  was  supposed  to  be  in- 
dicted or  there  was  any  word  of  his  being  indicted. 

Mr.  Eakee.  Oh,  no ;  I  did  not  say  anything  about  his  indictment. 
I  am  trying  to  find  out  just  how  these  interests  were  interlaced,  if 
at  all. 

Mr.  GiLMOEE.  The  man  came  there  and  was  engaged  by  the  Ar- 
buckles  under  contract,  for  a  year,  with  a  six  months'  notice. 

Mr.  Eakee.  And  you  paid  him  $15,000  ? 

Mr.  GiLMOEE.  That  was  the  six  months'  salary,  of  course,  and  that 
was  a  part  of  the  contract.     That  is  how  he  got  it. 

Mr.  Eakee.  But  he  did  not  do  any  work  ? 

Mr.  GiLMORE.  None  whatever. 

Mr.  Eakee.  You  found  that  he  was  going  to  be  indicted  ? 

Mr.  GiLMOEE.  Or  we  learned  that  he  was  indicted. 

Mr.  Eakee.  And  then  you  canceled  the  contract  with  him  for 
$15,000? 

Mr.  GiLMOEE.  Yes. 

Mr.  JiAKEE.  Did  you  compare  the  cost  of  production  or  refining  by 
the  American  Sugar  Eefining  Co.  to  the  cost  of  refining  by  the  Ar- 
buckle  Co.? 

Mr.  Gllmoee.  It  passed  before  me  right  away,  of  course;  yes. 

Mr.  Eakee.  Now,  can  you  tell  the  committee  what  the  difference 
was? 

Mr.  GiLMORE.  Practically  no  difference  in  the  cost  of  refining. 
My  recollection  is  that  there  was  not  more  than  a  point  or  a  point  and 
a  ifialf . 

Mr.  Eakee.  That  would  apply,  now,  from  the  time  you  commenced 
to  refine? 

Mr.  GiLMOEE.  Yes. 

Mr.  Eakee.  What  year,  now?  _ 

Mr.  GiLMORE.  Our  cost  of  refining  has  not  been  the  same  from  the 
beginning,  because  we  have  increased  our  output  up  to  the  economic 
unit.    We  were  a  good  while  getting  to  the  economic  unit. 

Mr.  Eakee.  What  do  you  call  the  economic  unit? 

Mr.  GiLMOEE.  We  think  we  have  got  it. 

Mr.  Eakee.  What  is  it — what  do  you  mean  hj  that? 

Mr.  GiLMORE.  7,500  barrels  a  day.    That,  now,  is  the  economic  unit. 

Mr.  Eakee.  Just  put  in  the  record  and  explain  to  me  what  you 
mean  by  the  economic  unit.  I  have  been  trying  for  some  time  to  get 
this  from  various  witnesses,  and  it  has  been  pretty  hard  to  get. 

Mr.  GiLMORE.  Well,  that  is  my  own  judgment  about  it. 
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Mf.-Eaker.  Your  judgment  amounts  to  a  good  deal,  Mr.  Gilmore ; 
you  have  had  a  ]ot  of  experience,  and  that  is  what  counts  with  me. 
Just  explain  it  to  the  committee. 

Mr.  G-iLMOEE.  I  would  say  that  above  that  amount  savings  can  not 
be  made  in  a  unit  bigger,  and  that  below  that  amount  of  out-turn 
it  costs  a  little  more,  and  that  as  it  recedes  it  costs  still  more. 

Mr.  Eakee.  How  much  can  it  fall?  Could  it  fall  1,000  barrels  and 
still  come  close  to  the  economic  unit? 

Mr.  Gilmore.  Well,  yes ;  that  would  be  close  shaving,  and  I  would 
not  like  to  say. 

Mr.  Eakek.  I  am  asking,  now ;  I  want  you  to  give  the  range. 

Mr.  GiLMOEE.  Yes. 

Mr.  Eaker.  And  it  could  possibly  run  a  thousand  barrels  above  ? 

Mr.  GiLMOEE.  Oh,  yes ;  it  could,  without  any  extravagance. 

Mr.  Eaker.  I  want  that  range  which  would  be  the  economic  unit. 

Mr.  GiLMOEE.  Yes ;  we  make  that  the  central  point  of  the  economic 
unit — 7,500  barrels  a  day. 

Mr.  Eaker.  Then  a  statement  that  the  more  you  could  produce,  up 
even  to  28,000  barrels  a  day  or  20,000  barrels  a  day,  the  cheaper  it 
would  be  would  not  be  true  ?  Twenty  thousand  barrels  a  day  would 
not  be  the  economic  unit,  would  it?  In  other  words,  you  can  get 
your  factory  so  big  that  it  costs  more  to  produce  or  to  refine  it  than 
it  would  in  a  factory  that  made  only  7,500  barrels  a  day ;  is  not  that 
right? 

Mr.  GiLMOEE.  I  would  hardly  be  able  to  answer  it  that  way. 

Mr.  Eakee.  Answer  it  your  own  way,  then. 

Mr.  GiLMOEE.  I  would  say  that  in  malting  an  output  of  20,000  bar- 
rels it  would  not  show  any  saving  or  economy  over  7,500  barrels. 

Mr.  Eakee.  That  is  jus£  what  I  was  asking.  Then  if  they  get  it 
up  to  30,000  barrels,  say,  they  can  get  it"  so  high 

Mr.  GiLMOEE.  They  might  have  it  cumbersome,  eventually; 

Mr.  Eakee.  Yes ;  I  see.  Then  there  is  nothing  in  the  fact,  as  stated, 
that  to  produce  sugar,  to  refine  it,  your  plant  must  be  enormously 
large,  is  there? 

Mr.  GiLMOEB.  Not  from  my  standpoint,  my  view,  and  my  ex- 
perience. 

Mr.  Eakee.  Then  it  does  not  require  a  combination  of  the  various 
factories  and  refineries,  and  the  size  of  the  refineries,  to  go  up  to 
20,000  or  28,000  barrels,  to  refine  surgar  on  an  economical  basis  ? 

Mr.  GiLMORE.  Not  necessarily,  no;  not  in  the  refining  process; 
no,  sir. 

Mr.  Eaker.  I  am  asking  now  strictly  in  regard  to  the  refining 
process. 

Mr.  GiLMOEE.  Yes. 

Mr.  Eaker.  And  you  think  that  the  cost  per  hundred  pounds  of 
your  refining  and  that  of  the  American  Sugar  Eefining  Co.  as  told 
about  by  Gerbracht,  and  which  you  believed,  was  about  the  same  ? 

Mr.  GiLMOEE.  Yes;  just  about  the  same. 

Mr.  Eakee.  And  that  would  have  applied  to  the  years  1908  and 
1909;  is  that  right? 

Mr.  GiLMOEE.  That  would  apply  to  our  years  there. 

Mr.  Eakee.  1908  and  1909? 

Mr.  Gilmore.  Yes. 
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Mr.  Rakee.  "What  data  do  you  get,  or  where  do  you  get  your  data, 
to  sell  your  sugar,  to  keep  it  at  a  certain  price,  in  territories  where 
you  sell  it  ?     What  do  you  do ;  how  do  you  do  it  ? 

Mr.  GiLMOEE.  We  are  governed  by  the  market  conditions  entirely; 
the  cost  of  raw,  our  fortune  in  buying  raw,  our' amount  of  raw, 
the  conditions  of  the  trade  with  the  distributors,  whether  they  have 
much  or  little. 

Mr.  Rakee.  Then  when  the  cost  of  raw  sugar  increases,  you  raise 
the  cost  of  refined  sugar  when  you  sell  it  to  the  market  ? 

Mr.  GiLMOEB.  That  is  what  we  endeavor  to  do. 

Mr.  Rakee.  What  you  endeavor  to  do  ? 

Mr.  GiLMOEB.  Sometimes  our  competitors  will  not  allow  it. 

Mr.  Rakee.  I  know ;  but  that  would  be  the  way  you  would  try  to 
do? 

Mr.  Gilmoee.  We  try  to  do. 

Mr.  Rakee.  Who  buys  your  raw  sugar? 

Mr.  Gilmoee.  I  direct  it. 

Mr.  Rakee.  Well,  I  know — all  right ;  how  do  you  direct  it  ? 

Mr.  Gilmoee.  I  direct  my  man  on  the  street,  who  brings  me  all  the 
information. 

Mr.  Rakee.  Who  is  your  man  on  the  street  ? 

Mr.  Gilmoee.  Mr.  Kennedy. 

Mr.  Rakee.  What  is  his  first  name ;  what  are  his  initials  ? 

Mr.  Gilmoee.  What  are  his  initials? 

Mr.  Dykman.  I  can  not  tell  you  that. 

Mr.  Rakee.  Have  you  any  direct  relation  with  him  ? 

Mr.  Gilmoee.  With  Kennedy? 

Mr.  Rakee.  Yes. 

Mr.  Gilmoee.  Yes ;  he  is  employed  by  Arbuckle  Bros. 

Mr.  Rakee.  He  is  employed  by  Arbuckle  Bros.?  What  do  you 
mean  by  his  being  on  the  street? 

Mr.  Gilmoee.  He  is  with  the  brokers  who  have  sugar  to  sell  from 
people  in  Cuba,  and  the  Philippines,  and  Java. 

Mr.  Rakee.  What  do  you  mean,  now,  by  his  representing  these 
foreign  people? 

Mr.  Gilmoee.  The  brokers  that  he  visits  represent  the  foreign  peo- 
ple. We  have  to  find  somebody  that  has  sugar  to  sell.  I  send  him 
out  to  find  out  who  these  people  are  who  have  sugar  to  offer. 

Mr.  Rakee.  Then  when  he  finds  out  a  man  who  has  sugar  to  sell, 
you  go  around  to  him? 

Mr.  Gilmoee.  No  ;  he  comes  to  me  and  tells  me  the  story. 

Mr.  Rakee.  What  do  you  do? 

Mr.  Gilmoee.  Then  I  tell  him  to  take  such  and  such  a  cargo,  or 
that  we  are  not  in  the  market,  or  whatever  it  may  be. 

Mr.  Rakee.  Who  is  the  man  on  the  street  for  the  American  Sugar 
Refining  Co.  in  this  same  locality  now  ? 

Mr.  Gilmoee.  Mr.  Mott. 

Mr.  Rakee.  There  is  a  good,  pleasant  feeling  existing  between  Mr. 
Mott  and  your  man? 

Mr.  Gilmoee.  I  do  not  know  that  they  know  each  other.  You 
know  you  can  live  in  New  York  and  not  know  your  next-door 
neighbor. 

Mr.  Rakee.  And  still  be  buying  raw  sugar  when  there  are  practi- 
cally only  two  refineries  there? 
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Mr.  GiLMOEE.  Mr.  Mott  is  in  his  own  office,  and  he  does  not  go  out 
on  the  street,  and  my  man  does  not  visit  Mr.  Mott's  office.  The 
information  is  brought  to  Mr.  Mott. 

Mr.  Rakee.  Is  there  not  some  central  place  that  your  brokers  or 
you  find  out  the  general  going  price  of  sugar  when  you  buy  it — raw 
sugar  ? 

Mr.  GiLMOEE.  No  central  place.    There  are  several  representatives 
__^or  brokers,  and  they  form  the  only  source  of  information  except 
■""what  we  get  from  cables  that  we  pay  for  privately. 
Mr.  Eakee.  How  is  that  ? 

Mr.  Gilmoee.  The  only  sources  of  information  we  have  in  respect 
to  the  goings  on  or  the  condition  of  the  raw-sugar  market  are  the 
raw-sugar  brokers  in  New  York,  or  what  we  get  from  cables  that  we 
get  from  countries  of  production  for  which  we  pay. 

Mr.  Rakee.  Is  there  not  a  firm  in  New  York  that  keeps  this  sugar 
information  all  together,  and  that  sort  of  supplies  the  information  for 
the  various  brokers  and  refiners? 

Mr.  Gilmoee.  Do  you  mean  Willett  &  Gray? 

Mr.  Rakee.  Well,  I  did  not  want  to  mean  anybody  to  start  with. 

Mr.  Gilmoee.  That  information  is  too  stale  for  us. 

Mr.  Rakee.  It  is  ? 

Mr.  Gilmoee.  Yes;  that  comes  after  the  marriage.  We  are 
through  with  the  job  before  they  get  the  information. 

Mr.  Rakee.  Could  they  not  do  with  you  like  one  of  the  men  said 
they  did  with  him  out  West,  that  they  kept  in  touch  with  him  by  the 
telegraph  and  telephone  ?     That  does  not  make  it  very  stale,  does  it  ? 

Mr.  Gilmoee.  Well,  I  mean  they  are  unable  to  report  a  thing  that 
has  not  yet  occurred,  and  when  they  get  the  knowledge  of  what  has 
occurred  it  is  after  it  is  over,  of  course ;  and  we  have  been  one  of  the 
active  principals  in  the  matter,  so  that  any  information  they  would 
have  to  give  us  would  be  rather  stale,  would  it  not? 

Mr.  Rakee.  Yes;  that  is  true.  You  get  yours  by  cablegram  and 
telegraph,  in  regard  to  the  market,  there  in  New  York,  besides  from 
your  man  on  the  street  ? 

Mr.  Gilmoee.  The  chief  source,  I  want  to  say,  is  from  the  brokers 
in  New  York  who  represent  the  raw-sugar  interests. 

Mr.  Rakee.  Could  not  the  American  Sugar  Refining  Co.  go  to 
your  broker  and  find  out  the  conditions  ? 

Mr.  Gilmoee.  Why,  certainly.    It  is  open  to  everybody. 

Mr.  Rakee.  Then,  the  brokers  have  the  first-hand  information? 

Mr.  Gilmoee.  Yes ;  because  they  have  the  article  for  sale. 

Mr.  Rakee.  They  have  the  article  for  sale  and  they  are  working 
together,  hand  in  glove? 

Mr.  Gilmoee.  Oh,  they  are  a  separate  unit.  ^ 

Mr.  Rakee.  I  know  they  are  a  separate  unit  so  far  as  particular 
men  are  concerned,  but 

Mr.  Gilmoee.  Sometimes  a  man  has  a  principal  who  is  willing  to 
sell  a  shade  below  the  market,  for  reasons  best  known  to  himself. 

Mr.  Rakee.  How  do  you  keep  so  close  together  in  your  purchases 
of  sugar?  One  buys  at  a  low  price  and  the  other  man  comes  right 
along  and  takes  the  next  cargo  at  the  same  price. 

Mr.  Gilmoee.  There  would  be  nothing  more  natural  than  that 
the  market  for  raw  sugar  is  practically  the  same  for  a  given  time, 
and  when  it  changes  it  changes  all  together. 
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.  Mr.  E^AKEK.  Sure.  Now,  in  selling  the  refined  sugar  you  keep  in 
touch  with  the  prices,  and  you  have  it  when  it  is  not  stale,  too,  do 
you  not? 

Mr.  GiLMOEE.  Yes;  that  is  through  the  broker  again,  but  that  is 
the  refined-sugar  broker. 

Mr.  Eakjer.  He  is  a  different  identity  ? 

Mr.  GiLMOEE.  Yes. 

Mr.  Raker.  He  is  a  refined  gentleman  ? 

Mr.  GiLMOEE.  Yes. 

Mr.  Raker.  When  the  sugar  goes  up  a 'few  points,  say  5  or  6  or 
10  points,  by  the  American  Sugar  Refining  Co.,  this  refined  sugar 
man  immediately  informs  you  people,  and  yours  goes  up  the  sajne? 

Mr.  GiLMOEE.  Yes;  we  get  the  information  from  several.  Some- 
times it  does  and  sometimes  it  does  not. 

Mr.  Raker.  For  the  last  five  years  that  has  been  the  condition  ? 

Mr.  GiLMORE.  Without  exception  ? 

Mr.  Raker.  Oh,  no;   there  are  always  exceptions,  you  know. 

Mr.  GiLMOEE.  Yes. 

Mr.  Rakee.  I  am  going  to  concede  that.  That  is  right,  is  it  not, 
generally  speaking? 

Mr.  GiLMOEE.  Yes ;  it  is  true. 

Mr.  Rakee.  And  when  you  send  it  out  in  the  country  you  do 
about  the  same  way;  if  sugar  goes  up  in  Ohio,  the  other  people  are 
selling  it  a  little  higher;  if  the  trade  is  such  that  he  can,  you  raise 
it  according  to  the  price  that  is  paid  in  New  York,  do  you  not? 

Mr.  GiLMORE.  Why,  of  course;  there  is  no  difference  between  the 
New  York  price  and  the  Ohio  price  except  the  additional  freight — 
the  cost  of  the  carriage. 

Mr.  Rakee.  In  other  words,  what  I  meant  to  say  was  that  when 
refined  sugar  goes  up  in  New  York  10  points,  refined  sugar  goes  up 
in  Ohio  10  points,  about  the  same  ? 

Mr.  GiLMOEE.  Oh,  yes ;  wherever  the  sale  is  made. 

Mr.  Rakee.  And  the  American  Sugar  Refining  Co.,  if  they  are 
dealing  in  the  territory,  theirs  goes  up  the  same,  practically  ? 

Mr.  GiLMOEE.  Well,  now,  I  do  not  know  who  would  put  it  up. 

Mr.  Rakee.  I  did  not  ask  you  who  would  put  it  up,  but  I  am 
just  asking  you  the  condition.  I  am  trying  to  find  the  fellow  that 
puts  it  up,  but  I  can  not  find  him. 

Mr.  GiLMOEE.  Oh! 

Mr.  Rakee.  But,  as  a  matter  of  general  conditions,  if  the  price 
does  go  up  in  New  York  10  points,  as  an  actual  condition  somebody 
immediately  knows  in  Ohio,  and  it  is  there  raised  10  points;  is  not 
that  the  general  condition  of  the  sugar  business  ? 

Mr.  GiLMOEE.  That  is  to  say,  who  would  raise  it  in  Ohio,  the 
jobber  who  has  bought  the  sugar  from  the  refiner? 

Mr.  Raker.  Yes. 

Mr.  GiLMORE.  That  is  a  matter  of  difference,  because  we  do  not 
know,  but  he  would  try  to  raise  it  if  his  competitors  would  let  him. 

Mr.  Raker.  You  would  sell  it  at  the  refinery  then,  would  you  not  ? 

Mr.  GiLMORE.  Yes ;  and,  of  course,  we  do  not  follow  it  any  further. 
That  is  a  second  sale. 

Mr.  Rakee.  You  make  all  your  sales  directly  in  New  York  ? 

Mr.  GiLMORE.  In  New  York ;  yes,  sir. 
99220— No.  14—11 3 
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Mr.  Raker.  Is  there  not  some  one  or  some  body  of  men  that  sup- 
plies this  information  to  all  of  you,  so  that  you  can  kind  of  all  go  to 
them  for  information  and  get  it  reliable,  as  to  the  rise  and  fall  of ■ 
refined  sugar  as  well  as  to  the  rise  and  fall  of  raw  sugar  ? 

Mr.  GiLMOEE.  In  New  York  only  the  brokers;  the  refined-sugar 
broker  and  the  raw-sugar  broker. 

Mr.  Rakee.  Are  you  people  at  their  mercy  ?    • 

Mr.  GiLMOEE.  In  what  respect,  sir? 

Mr.  Raker.  In  any  respect? 

Mr.  GiLMOEE.  Not  that  I  know  of. 

Mr.  Rakee.  How  can  they  fix  the  price? 

Mr.  GiLMOEE.  No ;  they  do  not  fix  it.  They  bring  the  information' 
of  one  man  having  gone  up  or  another  man  having  gone  down;  that 
one  refiner  has  gone  up  and  another  gone  down.  They  spread  the 
information  all  around;  and  it  is  to  their  interest  to  do  it,  because 
they  are  working  for  brokerage.  The  information  on  the  raw  sugar 
comes  from  the  man  who  represents  the  man  who  has  the  raw  sugar 
to  sell. 

Mr.  Rakee.  You  people  have  to  be  in  touch  and  you  have  to  have 
absolute  confidence  m  these  people  to  deal  with  them,  do  you  not? 

Mr.  Giuvioee.  To  accept  the  information  that  they  give? 

Mr.  Rakee.  Yes. 

Mr.  GiLMOEE.  These  men  are  men  who  would  be  greatly  discredited 
if  they  made  a  wrong  statement. 

Mr.  Rakee.  Well,  come  right  back,  then.     The  answer  would  be  . 
that  you  people  dealing  in  the  refined-sugar  business  and  in  the  raw- 
sugar  business  must  have  and  do  have  practically  absolute  confidence 
in  these  brokers? 

Mr.  GiLMOEE.  In  other  words,  we  believe  their  statements  when 
they  make  them  ? 

Mr.  Rakee.  Yes. 

Mr.  GiLMOEE.  We  do,  absolutely;  yes. 

Mr.  Rakee.  And  act  on  them,  as  to  millions  of  dollars'  worth  of 
property  ? 

Mr.  GiLMOEE.  We  think  we  would  be  safe  in  doing  so  if  we  had 
the  opportunity. 

Mr.  Raikee.  And  do  do  so? 

Mr.  GiLMOEE.  I  do  not  laiow  how-  many  millions. 

Mr.  Rakee.  You  do  rely  on  their  statements? 

Mr.  GiLMORE.  We  accept  their  statements,  certainly.  Those  men 
we  would  not  question.  They  would  not  be  long  in  New  York  if 
they  did  any  crooked  business  of  that  kind. 

Mr.  Rakee.  Could  you  furnish,  and  would  you  furnish,  from 
your  books  the  cost  to  you  of  refining  sugar — that  is,  the  antiual 
statement  that  is  made  by  your  people  to  the  head  of  the  firm  ?  Take 
the  year  when  you  first  commenced. 

Mr.  GiLMOEE.  There  is  not  any  annual  statement  made  as  you 
suggest. 

Mr.  Rakee.  How  do  you  do  ?  Do  you  not  make  a  yearly  balance 
sheet  in  detail? 

Mr.  GiLMOEE.  Oh,  there  is  a  balance  sheet  made ;  yes. 

Mr.  Raker.  And  that  is  on  the  books  ? 

Mr.  GiLMOEE.  I  assume  that  it  is  all  on  the  books. 

Mr.  Rakee.  And  we  could  get  that,  could  we  not  ? 
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Mr.  GiLMOEE.  How  is  that,  Mr.  Dykinan  ? 

Mr.  Dtkman.  Do  you  mean  the  whole  of  the  balance  sheet? 

Mr.  Raker.  Sure. 

Mr.  Dykman.  Showing  their  losses  and  profits? 

Mr.  Eakee.  Sure. 

Mr.  Dtkman.  I  am  not  sure  about  that.  I  hope  the  committee 
will  not  ask  that.  Here  is  a  firm  absolutely  independent  fighting 
against  the  beet-sugar  people,  who  get  $6,  and  fighting  the  American 
people,  and  you  ask  him  to  publish  that.  We  would  not  have  any 
objection  to  showing  it  to  you.  You  can  go  to  New  York  and  look, 
or  any  member  of  the  committee  or  all  of  the  committee  can  go  and 
look ;  but  to  publish  it  and  to  do  it  to  all  these  people  sitting  around 
here — I  do  not  know  who  they  are — and  to  the  people  all  over  the 
country,  just  the  margin  of  profit  of  Arbuckle  Bros.,  is  asking  an 
unfair  thing  of  Arbuckle  Bros.,  because  it  would  be  an  advantage  to 
our  adversaries  in  the  fight,  and  I  do  not  believe  you  will  ask  it. 

Mr.  Raker.  Personally,  I  would  not  take  an  advantage  of  any  of 
these  men. 

Mr.  Dtkman.  I  do  not  believe  that  you  would. 

Mr.  Raker.  The  only  thing  I  am  trying  to  get  at  is,  so  that  we 
can  find  the  actual  cost  of  the  refined  sugar  placed  on  the  market 
at  all  of  these  various  places,  and  then  why  it  is  that  these  men  sell 
practically  at  the  same  price,  with  the  little  difference  of  the  railroad 
transportation,  and  they  all  know  within  10  minutes,  practically, 
how  the  sugar  goes,  up  or  down.     That  is  a  peculiar  condition  to  me. 

Mr.  Dtkman.  It  is  not  peculiar.  The  American  people  have  a 
slate  in  their  ofiice  on  which  the  figures  are  written  down,  and  every- 
body can  go  in  there,  and  it  is  practically  a  public  place,  and  you 
could  find  out  just  what  is  there.    I  think  I  am  right. 

Mr.  GiLMOEE.  That  is  right ;  yes. 

Mr.  Dtkman.  And  anybody  can  go  there  and  see  that.  And  no- 
body knows — I  hope  I  am  not  offending  anybody  here. 

Mr.  Raker.  No  ;  that  is  all  right. 

Mr.  Dtkman.  Nobody  knows — that  is,  the  list  price — we  do  not 
know  what  may  be  done  with  the  list  prices ;  but  we  know,  of  course, 
every  day,  that  is  public  jjroperty ;  and  the  minute  we  make  a  sale 
everybody  else  knows.  They  are  watching  each  other  as  closely  as 
competitors  can  watch  each  other. 

Mr.  Raker.  I  will  pass  en  and  leave  that  to  the  committee  to  deter- 
mine. 

Mr.  Dtkman.  I  hope  you  will. 

Mr.  Raker.  Do  you  keep  a  separate  account  of  your  sugar  busi- 
ness ? 

Mr.  GiLMOEE.  Yes. 

Mr.  Dtkman.  I  hope  I  may  be  heard  before  an  order  is  made  on 
that  matter. 

The  Chairman.  Of  course  the  committee  would  have  no  right  or 
power  to  require  the  production  of  any  books  or  paper  except  in 
obedience  to  a  subpoena  duces  tecum,  and  we  would  not  serve  that 
without  giving  the  matter  careful  consideration;  and  before  doing 
that,  if  you  desire,  you  may  be  heard. 

Mr.  Dtkman.  That  is  all  right.  There  would  not  be  any  objec- 
tion to  anybody  from  this  committee  coming  and  seeing  that. 

The  Chairman.  You  had  not  quite  finished,  had  you,  Mr.  Raker? 
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Mr.  Eaker.  Not  quite.  Mr.  Gilmore,  do  you  keep  a  separate  ac- 
count of  your  sugar  business  ? 

Mr.  GiLMORB.  I  think  that  it  is  amalgamated. 

Mr.  Eakee.  How  is  that,  Mr.  Attorney  ? 

Mr.  Dykman.  Separate  from  what? 

Mr.  Rakee.  From  your  coflFee  business  and  other  business,  so  that 
if  tliese  statements  were  had  they  would  be  separate?  The  sugar 
business  would  be  -separate  from  the  coffee  business  ? 

Mr.  Dykman.  It  would  either  be  separate  or  could  be  separated. 

Mr.  Eakee.  All  right.  Now,  do  you  know  what  your  counsel 
meant,  Mr.  Gilmore,  when  he  said  you  were  fighting  the  sugar-beet 
people  ?    Did  I  get  that  right  ? 

Mr.  Dykman.  No;  I  said  we  were  fighting  with  the  beet-sugar 
people  who  have  $1.90  a  hundred  pounds,  or  something  over  $6  a 
barrel,  advantage  of  us. 

Mr.  Eakee.  All  right.  How  are  you  competing  with  the  sugar-, 
beet  people  ? 

Mr.  GiLMOEE.  When  we  come  in  contact  with  them. 

Mr.  Eakee.  In  what  way  ? 

Mr.  Gilmore.  When  we  come  into  the  eastern  market. 

Mr.  Eakee.  When  do  they  come  into  the  eastern  market  ? 

Mr.  GiLMOEE.  The  Lord  knows.    They  come  in  very  frequently. 

Mr.  Madison.  How  is  that? 

Mr.  GiLMOEE.  They  come  in  frequently. 

Mr.  Eaker.  From  where? 

Mr.  GiLMOEE.  I  think  from  Michigan,  perhaps. 

Mr.  Eakee.  You  think  ?  Is  it  not  a  fact  that  they  do  not  compete 
and  do  not  come  into  the  eastern  market  ? 

Mr.  GiLMOEE.  Well,  what  do  you  call  eastern? 

Mr.  Eakee.  I  would  suggest  that  you  might  call  Delaware  eastern. 

Mr.  GiLMOEE.  What  do  you  think  about  the  New  England  States — 
Massachusetts? 

Mr.  Eakee.  That  would  be  East,  I  should  think. 

Mr.  GiLMOEE.  They  were  in  there  last  year. 

Mr.  Eakee.  If  they  went  in  there,  it  was  not  to  the  extent  of  mora 
than  a  thousand  barrels,  was  it  ? 

Mr.  GiLMOEE.  I  do  not  know  what  they  did.  They  did  a  lot  of 
damage. 

Mr.  Malby.  Mr.  Warren  told  us  about  that. 

Mr.  Eakee.  That  is  the  reason  I  asked  about  it.  I  have  under-: 
stood  that  the  only  possible  beet  sugar  that  could  come  in  is  from 
Michigan,  and  I  understood  the  president  of  that  company  to  say 
that  they  did  not  ship  any  sugar  into  the  East  except  two  or  three, 
thousand  barrels,  at  one  time,  and  they  quit. 

Mr.  GiLMOEE.  That  may  be  true.  They  used  to  call  Pittsburg 
east,  you  know. 

Mr.  Eaker.  And  he  said  that  the  freight  rate  is  adjusted  some  way 
so  that  they  do  not  ship  it  east. 

Mr.  Gilmore.  They  absorb  the  difference  in  f reigh,t  themselves, 
because  they  have  a  margin  on  which  they  can  stand  it. 

Mr.  Eaker.  This  beet-sugar  industry,  and  the  competition  be- 
tween that  and  you,  is  more  of  an  irjiagination  than  it  is  of  a  reality, 
is  it  not?  '       ■ ; 

Mr.  GiLMOEE.  No ;  I  think  it  is  an  actuality. 
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Mr.  Rakee.  Can  you  name  any  concrete  case  or  place  or  time  when 
you  came  into  actual  competition;  in  other  words  when  you  found 
the  beet  sugar  in  the  same  point  where  you  were  handling  your  cane 
sugar  ? 

Mr.  GiLMOEE.  In  the  last  two  years,  very  seriously,  in  Pitts- 
burg, Pa. 

Mr.  Rakee.  The  beet-sugar  people  got  in  Pittsburg,  Pa.  ? 

Mr.  GiLMOEE.  Yes. 

Mr.  Rakee.  From  where? 

Mr.  GiLMOEE.  I  do  not  know  where  from.  I  do  not  know  what 
the  brand  was,  or  anything  about  it.     I  know  the  fact. 

Mr.  Rakee.  What  time  of  the  year  was  it? 

Mr.  GiLMOEE.  I  Icnow  that  it  was  so  much  so  that  a  house  owned 
by  Arbuckle  Bros,  there  was  compelled  to  take  the  beet-sugar  busi- 
ness in  and  buy  it  and  sell  it  in  competition.  That  is  bringing  coals 
home  to  Newcastle. 

Mr.  Rakee.  Pretty  close,  if  it  is  a  fact. 

Mr.  Madison.  They  did  what,  you  say? 

Mr.  GiLMOEE.  A  house  in  Pittsburg 

Mr.  Dykman.  Give  the  name  of  it? 

Mr.  GiLMOEE.  Arbuckle  &  Co.,  a  wholesale  grocery  house,  were 
obliged  to  buy  beet  sugar  there.  This  is  offered  in  explanation  of 
the  fact 

Mr.  Madison.  I  just  did  not  hear  you,  that  is  all.  I  beg  your 
pardon. 

Mr.  Rakee.  That  is  all  right.  What  was  the  name  of  this  firm 
that  did  this? 

Mr.  GiLMOEE.  That  did  which? 

Mr.  Rakee.  That  had  to  take  in  the  beet  sugar  ? 

Mr.  GiLMOEE.  Arbuckle  &  Co. 

Mr.  Rakee.  Arbuckle  &  Co.,  located  in  Pittsburg? 

Mr.  GiLMOEE.  Yes. 

Mr.  Rakee.  That  was  two  years  ago  ? 

Mr.  GiLMOEE.  Last  year  and  year  before,  I  think ;  both. 

Mr.  Rakee.  1910  and  1909? 

Mr.  GiLMOEE.  Yes. 

Mr.  Rakee.  Do  you  know  of  any  other  instance  of  its  being  done 
in  the  East? 

Mr.  GiLMOEB.  Well,  some  in  northern  New  York. 

Mr.  Rakee.  Please  be  specific. 

Mr.  GiLMOEE.  I  am  trying  to  be  as  specific  as  I  can. 

Mr.  Rakee.  That  is  all  I  want.    The  other  is  more  a  rumor,  more 
an  imagination  of  what  might  happen,  than  what  has  actually 
happened  ? 
•  Mr.  GiLMOEE.  Well — - 

Mr.  Rakee.  That  is  about  right,  is  it  not,  Mr.  Gilmore  ? 

Mr.  GiLMOEE.  When  I  can  not  give  you  concrete  facts,  you  can  put 
any  construction  upon  it  you  please. 

Mr.  Rakee.  Is  not  that  the  right  construction  to  put  'on  it? 

Mr  G1l:?toee.  I  arii  letting  you  put  that  on  it.    I  acquiesce. 

Mr.  Rakee.  I  guess  that  is  all  from  me. 

Mr.  Hinds.  In  the  examination  of  the  quotations  as  to  sugar,  what 
is  the  real  authoritative  sugar  market  of  the  world  ?  In  other  words, 
is  it  Hamburg? 
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Mr.  GiLMOEE.  We  have  most  of  our  communications  on  the.  beet- 
sugar  market  from  London. 

Mr.  Hinds.  On  the  sugar  market  from  London? 

Mr.  GiLMOEE.  Yes. 

Mr.  Hinds.  Hamburg  has  beet  sugar? 

Mr.  GiLMOEE.  Hamburg  is  central  also. 

Mr.  Hinds.  Would  you  say  Hamburg  and  London  were  the  cen- 
tral markets  that  you  look  to  ?    _ 

Mr.  GiLMOEE.  For  beet  quotations  ? 

Mr.  Hinds.  For  beet  and  cane  also. 

Mr.  GiLMOEE.  No;  the  only  cane  that  we  could  get  from  London 
would  be  the  Java. 

Mr.  Hinds.  Java  cane? 

Mr.  GiLMOEE.  Yes ;  and  that  comes  later  in  the  season.  ' 

Mr.  Hinds.  Is  Hamburg  a  cane-sugar  market? 

Mr.  GiLMOEE.  Oh,  not  at  all. 

Mr.  Hinds.  It  is  beet  sugar? 

Mr.  GiLMOEE.  Beet  altogether. 

Mr.  Hinds.  Do  you  use  any  raw  beet  sugar  for  your  refining? 

Mr.  GiLMOEE.  No,  sir. 

Mr.  Hinds.  None? 

Mr.  GiLMOEE.  None. 

Mr.  Hinds.  So  you  refer  to  the  cane-sugar  market  ? 

Mr.  GiLMOEE.  Yes. 

Mr.  Hinds.  And  that  would  be  true  of  the  trust  also  ? 

Mr.  GiLMOEE.  They  use  some  beets  sometimes. 

Mr.  Hinds.  For  cane-sugar  market,  where  is  the  central  market 
you  would  look  to  ? 

Mr.  GiLMOEE.  The  one  we  would  look  to  is  in  New  York. 

Mr.  Hinds.  In  New  York  may  be  said  to  be  the  world's  market  for 
cane  sugar? 

Mr.  GiLMOEE.  No;  cane  sugar  for  us.  The  Cuban  market,  of 
course,  is  reported  there,  and  the  planters  of  Cuba  dispose  of  their 
product  in  New  York,  and  that  is  ruling. 

Mr.  Hinds.  What  I  am  trying  to  get  at  is  this:  There  is  usually 
some  one  market  that  sets  the  pace  on  quotations,  as  Elgin  used  to  for 
butter,  as  New  York  does  for  most  railroad  stocks,  as  I  suppose 
Gloucester  or  Boston  would  for  fish.  Is  there  such  a  market  in  your 
business  for  cane  sugar  or  for  refined  or  raw  sugar  ? 

Mr.  GiLMOEE.  There  is  no  world's  market,  unless  you  find  it  in 
New  York. 

Mr.  Hinds.  Unless  you  find  it  in  New  York  ? 

Mr.  GiLMOEE.  And  I  do  not  think  it  is  embracing  the  world  at  all. 

Mr.  Hinds.  So  we  have  been  a  little  misled  in  assuming  that  Ham- 
burg as  a  market  was  the  world's  market  for  sugar?  ^ 

Mr.  GiLMOEE.  I  suppose  it  is  the  most  important  market  for  beets. 

Mr.  Hinds.  Before  you  have  any  dealings  in  sugar  in  New  York 
do  you  usually  want  to  know  what  the  Hamburg  market  is  ? 

Mr.  GiLMOEE.  No ;  we  get  the  London  quotations. 

Mr.  Hinds.  So  we  may  say  for  your  business  London  is  the  central 
point? 

Mr.  GiLMOEE.  That  is  where  we  get  our  information  on  European 
beets. 
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Mr.  Hinds.  And  you  have  to  take  that  into  account  very  closely  in 
your  business ?  j.  j 

Mr.  GiLMORE.  Yes,  sir. 

Mr.  Hinds.  In  London,  how  are  those  sales  usually  made?  Are 
they  made  in  auction  rooms,  or  by  private  arrangement? 

Mr.  GiLMORE.  They  are  made  in  the  exchange:  they  have  an  ex- 
change. 

Mr.  Hinds.  They  have  a  sugar  exchange  ? 

Mr.  GiLMORE.  Yes,  they  have ;  and  they  have  a  curb,  too. 

Mr.  Hinds.  And  a  curb? 

Mr.  GxLMORE.  Yes. 

Mr.  Hinds.  And  that  is  practically  an  auction  place,  is  it  not? 

Mr.  GiLMOEE.  I  think  not. 

Mr.  Hinds.  I  am  a  little  ignorant  about  markets.  It  is  an  open 
competition  in  price  ? 

Mr.  GiLMORE.  Oh,  yes ;  undoubtedly. 

Mr.  Hinds.  That  is  where  the  man  who  goes  in  and  bids  knows 
what  the  other  man  is  bidding? 

Mr.  GiLMORE.  They  are  all  open  and  above  board  and  involve  com- 
petition.   It  is  a  houseful  of  brokers,  you  know. 

Mr.  Hinds.  It  is  a  houseful  of  brokers  ? 

Mr.  GiLMORE.  Yes. 

Mr.  Hinds.  And  their  trades  are  made  publicly,  are  they  not, 
within  hearing  of  one  another? 

Mr.  GiLMORE.  Yes. 

Mr.  Hinds.  In  other  words,  it  is  an  auction  room  in  a  sense  ? 

Mr.  GiLMORE.  I  suppose  in  a  sense  it  is. 

Mr.  Hinds.  Different  from  private  trades,  where  you  go  around 
and  see  one  man  in  his  office  and  give  him  one  price,  and  see  another 
man  in  another  office,  possibly,  and  give  him  another  price,  without 
informing  him  as  to  the  first  price  you  have  given?  I  do  not  mean 
you  would  do  that,  of  course;  but  that  is  the  distinction,  is  it  not?    , 

Mr.  GiLMORE.  There  is  a  great  deal  of  dealing  done  there  in  which 
the  actual  article  does  not  pass.    Futures  are  sold,  and  all  that. 

Mr.  Hinds.  But,  after  all,  the  world's  market  for  sugar  is  fixed 
by  an  open  publicity  competition? 

Mr.  GiLMORE.  Oh,  there  is  no  secret  about  it.  Of  course,  it  is 
open  and  above  board. 

Mr.  Hinds.  That  is  what  I  mean. 

Mr.  GiLMORE.  It  is  open  and  above  board. 

Mr.  Hinds.  And  the  market  where  this  sort  of  transactions  go  on 
would  be  the  market  for  other  people,  that  other  people  will  look 
to  for  guidance  in  their  buying  and  selling  of  the  commodity;  is 
that  so  ? 

Mr.  GiLMORE.  Quite  so ;  quite  so. 

Mr.  Hinds.  Is  there  any  such  market  for  sugar  in  New  York  as 
that? 

Mr.  GiLMORE.  No,  sir. 

Mr.  Hinds.  That  is,  you  go  around  privately  with  brokers  there? 

Mr.  GiLMORE.  Yes,  sir ;  that  is  the  only  way  we  have. 

Mr.  Hinds.  So  that  is  the  great  distinction  between  the  market 
in  America  and  what  you  may  call  the  world's  market  ? 

Mr.  GiLMORE.  That  is  a  great  distinction. 
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Mr.  Hinds.  That  is  a  great  distinction? 

Mr.  GiLMORE.  Yes. 

Mr.  Hinds.  So  it  is  the  habit  of  mankind  in  their  business  affairs, 
looking  for  precedents  to  guide  their  steps,  to  look  toward-  these 
open  competitive  markets  where  commercial  undertakings  are  car- 
ried on  on  the  auction  principle,  is  it  ? 

Mr.  GiLMOEE.  We  look  for  the  truth  there? 

Mr.  Hinds.  You  look  for  the  truth  there  ? 

Mr.  GiLMORE.  Yes. 

Mr.  Hinds.  And  that  is  the  reason  for  the  great  influence  of  those 
markets  on  commercial  transactions,, is  it?    . 

Mr.  GiLMOHE.  In  so  far  as  they  give  us  accurate  information. 

Mr.  Hinds.  Of  course,  they  are  subject  to  some  fluctuations  at 
times — wash  sales,  as  they  call  them,  and  things  of  that  kind? 

Mr.  GiLMORE.  Yes. 

Mr.  Hinds.  But  that  is  the  best  guide  you  can  get  for  what  you 
Ought  to  pay  ?  , 

Mr.  GiLMOEE.  That  is  the  best  source  of  information  we  know  of. 

Mr.  Hinds.  When  it  comes  to  New  York,  do  I  understand  you  fol- 
low absolutely  the  information  you  get  from  that  world's  market? 

Mr.  GiLMOEE.  From  the  London  market,  you  mean  ? 

Mr.  Hinds.  Yes. 

Mr.  GiLMOEE.  Oh,  no;  we  only  use  it  as  a  precaution. 

Mr.  Hinds.  As  a  precaution? 

Mr.  GiLMORE.  Yes. 

Mr.  Hinds.  In  other  words,  if  you  know,  for  instance,  that  there 
are  three  arrivals  of  unsold  raws  in  New  York  Harbor,  you  go  a 
little  slow  about  paying  the  full  price  they  say  they  are  paying  in 
"London,  do  you? 

Mr.  GiLMOEE.  London  does  not  entirely  guide,  you  know.  We  take 
all  the  commercial  advantages  that  any  house  or  any  people  can,  of 
course.  , 

Mr.  Hinds.  In  other  words,  you  use  your  own  judgment  within  the 
limited  field  in  which  you  operate? 

Mr.  GiLMOEB.  We  do;  we  have  to. 

Mr.  Hinds.  And  you  use  prudence  and  caution  ? 

Mr.  GiLMOEE.  Yes,  sir. 

Mr.  Hinds.  But,  on  the  whole,  the  guiding  thing  you  look  to  prin- 
cipally is  this  world's  market  for  this  great  general  trend  of  sugar 
prices  ? 

Mr.  GiLMOEE.  That  we  must  take  into  account,  because  other  things 
may  be  only  temporary,  but  that  will  probably  be  stable. 

Mr.  Hinds.  I  simply  want  to  get  at  what  is  the  practical  operation 
of  your  business  in  that  regard. 

Mr.  GiLMOEE.  Yes,  sir. 

Mr.  Hinds.  That  is  all  I  have  on  that  particular  branch.  If  Mr. 
Malby  has  another  branch,  I  will  yield. 

Mr.  Malby.  No;  not  at  present. 

The  Chaieman.  Just  go  right  on,  Mr.  Hinds. 

Mr.  Hinds.  I  have  a  few  other  things  I  would  like  to  go  into,  Mr. 
Gilmore.  What  is  the  ordinary  price  ruling  for  raw  sugar  now  in 
New  York? 

Mr.  GiLMOEE.  The  last  I  knew  was  $3.98,  duty  paid. 
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Mr.  Hinds.  What  price  are  you  getting  for  the  refined  article  that 
you  refine  out  of  that  $3.98  sugar— if  that  is  a  proper  question? 

Mr.  GiLMOEE.  I  do  not  know  what  the  price  is  to-day. 

Mr.  Hinds.  Do  you  know  what  it  has  been  within  a  few  days  ? 

Mr.  GiLiMOEE.  I  think  it  was  5  cents,  less  5,  less  2.  That  is  what  I 
think  it  was. 

Mr.  Hinds.  That  would  be  4  and  a  fraction  ? 

Mr.  GiLMOEE.  We  will  take  5  off,  and  we  have  4.95,  and  we  take  2 
per  cent  off  that. 

Mr.  HiNES.  About  4.93  cents  ? 

Mr.  GiLMOEE.  Yes. 

Mr.  Hinds.  About  4.93  cents  you  sell  it  for  ? 

Mr.  GiLMOBE.  Yes. 

Mr.  Hinds.  Is  there  a  world's  market  for  coffee,  as  for  sugar? 

Mr.  GiLMOEB.  In  the  green  state ;  yes. 

Mr.  Hinds.  Where  is  that  world's  market  ? 

Mr.  GiLMOEE.  That  would  be  in  Rio  de  Janeiro. 

Mr.  Hinds.  Can  you  give  me  some  idea  of  what  the  price  of  coffee 
is,  in  the  green  state,  in  the  Rio  de  Janeiro  market  ? 

Mr.  GiLMOEE.  I  could  not  give  you  an  approximation,  because  I 
have  given  no  attention  to  the  coffee  business  for  a  year  or  two.  I 
do  not  know. 

Mr.  Hinds.  Do  you  know  how  much  cuffee  costs  laid  down  in  New 
York,  in  the  raw  state,  or  about  how  much?  ■ 

The  Chairman.  How  is  that  relevant,  Mr.  Hinds  ? 

Mr.  Hinds.  I  want  to  get  at  what  the  distribution  is. 

Mr.  GiLMOEE.  I  can  not  help  you  on  that. 

The  Chaibman.  It  is  a  pretty  broad  field,  to  take  every  article  there 
is.    Don't  you  think  we  had  better  confine  it  to  sugar  ? 

Mr.  Hinds.  I  do  not  want  to  trespass  on  the  patience  of  the  com- 
mittee. I  will  state  what  I  was  after  was  this :  There  was  some  tes- 
timony before  a  committee  of  this  House  last  winter  that  the  cost  of 
coffee,  laid  down  in  New  York  and  roasted,  was  about  10  cents  a 
pound,  and  I  wanted  to  see  if  that  was  a  correct  basis. 

You  have  no  information  on  that,  you  say,  Mr.  Gilmore  ? 

Mr.  GiLMOEB.  No,  sir;  I  have  not. 

Mr.  Hinds.  I  will  go  on  with  sugar,  then.  Do  you  know  anything 
about  the  retail  price  in  your  vicinity  or  throughout  the  country? 

Mr.  GiLMOEE.  Only  by  common  rumor. 

Mr.  Hinds.  What  would  you  say  was  a  fair  retail  price  ? 

Mr.  GiLMOEE.  As  it  exists  in  our  vicinity  there? 

Mr.  Hinds.  Yes. 

Mr.  GiLMOEE.  They  sell  it  for  about  ^^'hat  it  costs  them — what  they 
buy  it  at  from  tlieir' wholesale  grocer — which  would  possibly  be  not 
inore  than  10  points  more  than  the  wholesale  grocer  pays  the  refiner. 

Mr.  Hinds.  That  would  be  about  5.2  cents? 

Mr.  GiLMOEE.  The  chances  are  that  plenty  of  them  are  selling  it  at 
5  cents  now.    That  means  a  loss  on  that  jDarticular  item  to  the  grocer. 

Mr.  Hi2nds.  How  are  they  able  to  distribute  that  sugar  by  truckage 
and  freight  in  the  vicinity  of  New  York  with  so  little  advance  from 
3'our  price  to  the  price  at  which  they  sell  it  ? 

Mr.  GiLMOEE.  You  are  speaking  of  the  retailer,  are  you  not  ? 

Mr.  Hinds.  Yes. 
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Mr.  GiLMORE.  The  one  that  sells  to  the  consumer  ? 

Mr.  Hinds.  Yes. 

Mr.  GelmOhe.  His  sugar  is  delivered  to  him  by  the  wholesale  grocer 
from  whom  he  buys  it. 

Mr.  Hinds.  But  it  costs  the  wholesale  grocer  to  deliver  it? 

Mr.  GiLMOEE.  Yes ;  but  the  wholesale  grocer  is  not  getting  rich. 

Mr.  Hinds.  The  wholesale  grocer  is  not  getting  rich  ? 

Mr.  GiLMOEE.  No;  not  on  sugar. 

Mr.  Hinds.  Why  does  the  wholesale  grocer  omit  to  take  the  proper 
recompense  for  his  acti\ity  and  his  capital  out  of  sugar  ?  _ 

Mr.  GiLMOKE.  I  can  only  account  for  it  by  saying  that  it  has  been 
the  habit  for  years  and  years  of  the  grocer  to  sell  sugar  as  a  leader, 
both  as  to  the  wholesale  man  and  as  to  the  retail  man.  Where  their 
compensation  comes  in,  I  do  not  know. 

Mr.  Hinds.  That  is  habit? 

Mr.  GiLMOEE.  Yes,  sir.  _     ; 

Mr.  Hinds.  Then  we  have  another  element  in  prices  besides  the 
tariif  and  cost  of  production,  and  that  is  habit  ? 

Mr.  GiivMOEE.  As  applied  to  sugar. 

Mr.  Hinds.  If  I  may  ask  you  something  you  do  not  know,  you  can 
easily  tell  me.  Are  there  other  commodities  to  which  that  habit  ap- 
plies, within  the  range  of  your  experience? 

Mr.  GiLMOEE.  My  range  would  be  only  in  the  grocery  line. 

Mr.  Hinds.  Well,  in  .the  grocery  line  ? 

Mr.  GiLMORE.  Yes.  There  are  some  identified  or  proprietary 
goods  that  are  sold  for  no  profit. 

Mr.  Hinds.  For  instance,  this  committee  which  investigated  last 
winter  found  that  coffee,  ready  for  the  trade,  stood  at  about  10  cents 
in  New  York.  We  are  familiar  with  the  fact  that,  from  the  retailer, 
it  cost  us  from  30  to  35  cents.  Do  you  have  any  knowledge  as  to 
whether  habit  comes  in  upon  the  question  of  coffee  ? 

Mr.  GiLMOEE.  I  would  not  call  it  habit.  I  would  rather  think 
they  are  endeavoring  to  compensate  themselves  for  such  articles  as 
sugar,  that  they  sell  for  nothing. 

Mr.  Hinds.  In  other  words,  you  think  in  that  coffee  situation  they 
are  compensating  themselves  for  the  lack  of  profit  on  sugar  ? 

Mr.  GiLMOEE.  And  other  things. 

Mr.  Hinds.  Do  you  know  whether  there  is  a  tariff  on  coffee  or  not? 

Mr.  GiLMOEE.  There  is  not. 

Mr.  Hinds.  There  is  no  tariff  on  coffee  ? 

Mr.  GiLMOEE.  No,  sir. 

Mr.  Hinds.  Free  trade  absolutely? 

Mr.  GiLMOEE.  Yes,  sir. 

Mr.  Hinds.  Then  these  systems —  if  you  object  to  the  word  "  habit "— 
these  systems  of  compensation  are  in  some  instances  more  powerful 
and  effective  as  to  results  than  the  tariff  laws  or  anything  of  that 
sort,  are  they? 

Mr.  GiLMOEE.  I  do  not  know  that  I  can  answer  that,  Mr.  Hinds. 

_Mr.  Hinds.  It  would  seem  so,  and  I  will  leave  it  right  there.  I 
will  not  try  to  put  a  conclusion  into  your  mouth. 

Do  you  have  any  knowledge,  from  jpur  knowledge  as  a  dealer  in 
sugar,  of  the  proportion  of  sugar  used  in  the  United  States,  the  pro- 
portion used  in  manufactures,  and  what  proportion  is  bought  by  the 
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householder  or,  the  consumer  other  than  the  householder,  who  buys 
in  small  quantities  ? 

Mr.  GniMORE.  I  have  no  division  of  figures.    I  do  not  know. 

Mr.  Hinds.  You  do  not  know  that? 

Mr,  GiLMOEE.  No,  sir. 

Mr.  Hinds.  Could  you  hazard  any  conjecture? 

Mr.  GiLMOEE.  It  might  be  a  very  wild  one. 

Mr.  Hinds.  It  has  been  represented  that  out  of  81  pounds  of  sugar 
supposed  to  be  used  by  the  individual  in  the  United  States  all  but 
about  30  pounds  are  used  by  manufacturers. 

Mr.  GiLMOEE.  I  do  not  believe  that  statement. 

Mr.  Hinds.  You  think  that  is  an  extreme  statement? 

Mr.  GiLMOEE.  I  think  if  they  put  it  the  other  way  and  put  it  with 
larger  figures  for  the  householder  and  a  smaller  figure  for  the  manu- 
facturers it  would  be  pretty  nearly  right. 

Mr.  Hinds.  The  English  Board  of  Trade,  in  their  investigation 
here,  came  to  the  conclusion  that  it  was  about  55  pounds  a  year  as  the 
amount  bought  by  the  consumer  from  the  grocer  and  taken  home. 

Mr.  GiLMOEE.  That  would  coincide  with  my  judgment. 

Mr.  Hinds.  That  would  leave  a  little  less  than  30  pounds  for  the 
manufacturers  ? 

Mr.  GiLMOEE.  Yes. 

Mr.  Hinds.  That  would  be  your  judgment? 

Mr.  GiLMOEE.  That  would  be  my  judgment ;  yes,  sir. 

Mr.  Hinds.  How  much  experience  and  how  much  care  have  you 
taken  in  forming  that  judgment? 

Mr.  GiLMOEE.  Perhaps  my  time  for  getting  educated  in  that  is  a 
little  old  now,  but  I  used  to  be  out  among  these  people  myself  for  10 
years  on  the  road  representing  the  Arbuckle  Bros. 

Mr.  Hinds.  How  many  years  ago  was  that? 

Mr.  GiLMOEE.  That  was  20  years  ago. 

Mr.  Hinds.  In  20  years  has  there  been  any  great  increase  in  the 
manuliicturing,  for  instance,  of  condensed  milk? 

Mr.  GiLMOEE.  Oh,  yes. 

Mr.  Hinds.  And  biscuits,  confectioneries,  chewing  gum,  and  to- 
bacco?   Perhaps  I  had  better  leave  out  tobacco. 

Mr.  GiLMOEE.  I  Yes ;  it  does  not  amount  to  anything,  anyway.  There 
has  been  a  large  increase  in  the  condensing  of  milk. 

Mr.  Hinds.  So  the  relative  amount  of  sugar  used  in  the  manufac- 
tures may  be  larger  now  than  20  years  ago  ?  , 

Mr.  GiLMOEE.  Yes;  but  20  years  ago  I  would  not  have  set  the  fig- 
ures I  have  set  now. 

Mr.  Hinds.  As  to  the  condensed  milk;  by  whom  is  that  manu- 
factured? 

Mr.  GiLMOEE.  I  do  not  know  all  of  them.  There  are  a  great  many 
of  them  in  the  West.    It  used  to  be  Gail  Borden  that  had  it. 

Mr.  Hinds.  Do  you  know  whether  they  are  a  trust  or  not,  or 
whether  they  have  an  association  ? 

Mr.  GiLMOEE.  No ;  I  do  not ;  I  do  not  know  whether  they  have  any 
organization, 

Mr,  Hinds.  Have  the -confectioners  an  organization? 

Mr.  GiLMOEE.  I  do  not  think  so.    I  never  heard  of  it. 

Mr.  Hinds.  Is  it  not  so  that  the  confectioners  have  an  association 
•which  keeps  a  minute  control  of  their  business  ? 
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Mr.  GiLMORE.  Not  to  my  knowledge.  They  might  have  it  and  I 
not  know  it. 

Mr.  Hinds.  In  other  words,  have  you  ever  investigated  this  sub- 
ject? 

Mr.  GiLMOEE.  No ;  and  it  never  came  to  rne  as  common  knowledge, 
«ither. 

Mr.  Hinds.  I  was  told  of  a  case  where  such  an  organization  was 
forced  to  come  to  time  before  the  Department  of  Justice,  but  it  is 
not  of  record,  and  my  knowledge  is  as  slight  as  yours  about  it.  How 
about  the  chewing-gum  people?  Do  you  know  whether  they  are  a 
trust  or  not? 

Mr.  GiLMOEE.  No,  sir;  I  do  not  laiow  of  my  own  knowledge  at  all. 

Mr.  Hinds.  The  tobacco  people — are  they  a  trust? 

Mr.  GiLMOEE.  That  is  what  they  call  them. 

Mr.  Hinds.  They  are  supposed  to  be? 

Mr.  GiLMOEE.  There  are  some  decisions  that  look  that  way  how. 

Mr.  Hinds.  In  fact,  you  feel  safe  in  saying  you  think  they  are  a 
trust? 

Mr.  GiLMOEE.  Yes. 

Mr.  Gaeeeti.  An  unreasonable  trust? 

Mr.  GiLMOEE.  Yes. 

Mr.  Hinds.  As  a  prudent  witness,  you  hesitate  to  venture  any  opin- 
ion unless  you  have  the  Supreme  Court  back  of  you  as  to  these  other 
people? 

Mr.  GiLMOEE.  I  feel  very  much  strengthened  thereby.    [Laughter.] 

Mr.  Hinds.  Do  you  know  how  much  sugar  goes  into  a  can  of  con- 
densed milk  ? 

Mr.  GiLMOEE.  No,  sir. 

Mr.  Hinds.  Do  you  know  whether  it  is  large  or  small  ? 

Mr.  GiLMOEE.  No,  sir.  I  do  not  know  anything  about  the  manu- 
facture of  milk  at  all.  I  can  say  they  are  very  large  buyers  and 
consumers  of  granulated  sugar. 

Mr.  Hinds.  You  do  not  know  whether  a  cheapening  of  sugar  in 
this  country  would  make  condensed  milk  any  cheaper  or  anything 
of  that  kind  ? 

Mr.  GiLMOEE.  No,  sir ;  I  could  not  give  any  such  conclusion. 

Mr.  Hinds.  I  do  not  know  as  I  need  to  pursue  this  any  further. 
I  think  I  have  nothing  further,  Mr.  Gilmore. 

The  Chaieman.  Has  any  other  gentleman  of  the  committee  any 
questions  to  ask  ? 

Mr.  Madison.  I  have,  Mr.  Chairman. 

Mr.  Gilmore,  the  evidence  before  the  committee  indicates  that  in 
the  early  stages  of  the  business  in  this  country  of  refining  sugar, 
particularly  after  the  American  Sugar  Refining  Co.  and  its  parent  in- 
stitution, the  Sugar  Refineries  Co.,  came  into  existence,  there  were 
numerous  trade  wars.  There  was  a  trade  war  made  on  Spreckels  out 
in  California;  there  was  a  trade  war  made  on  the  Philadelphia  re- 
fineries; there  was  a  trade  war  made  with  you  and  with  various  per- 
sons that  engaged  in  the  business.  It  is  reasonable  to  assume  that 
the  purpose  of  that  was  to  either  drive  these  persons  out  of  business 
or  to  compel  them  to  capitulate  and  consolidate  and  combine  with 
the  American  Sugar  Refining  Co.  I  say  that  from  the  evidence,  as 
it  is  now,  without  drawing  any  conclusion  that  would  be  binding 
so  far  as  I  am  individually  concerned  when  we  come  to  make  our 
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final  conclusion.  I  understand  from  you,  as  I  have  understood  from 
other  gentlemen  who  have  testified,  that  that  condition  has  dis- 
appeared ? 

Mr.  GrLMOEE.  The  trade  wars  ? 

Mr.  Madison.  The  actual  trade  wars  that  involved  fierce  and 
destructive  competition  have  disappeared? 

Mr.  GiLMOEE.  That  is  true,  as  I  understand  it. 

Mr.  Madison.  As  an  economic  proposition,  I  assume  you  would 
say  that  the  destructive  trade  war  was  not  beneficial  in  the  ultimate 
analysis,  either  to  the  consumer  or  to  the  refiner  ? 

Mr.  GiLMORE.  That  would  be  my  conclusion. 

Mr.  Madison.  In  other  words,  you  would  say  that  the  condition 
now  existent  in  the  United  States  is  perhaps  an  ideal  condition,  so  far 
as  competition  is  concerned,  between  refiners  or  persons  engaged  in 
the  sugar  business  ? 

Mr.  Dykman.  Refinement  of  cane  sugar  ? 

Mr.  Madison.  I  am  referring  to  the  whole  trade.  I  am  not  making 
assertions  of  that,  although  I  sometimes  apparently  do  that.  My  as- 
sertions are  to  be  taken  as  interrogatories  now  from  one  seeking 
information. 

Mr.  GiLMOEE.  My  answer  to  that  is  that,  so  far  as  our  interests  are 
concerned,  while  they  are  not  ideal,  they  are  so  much  better  than 
they  have  been  that  we  are  thankful. 

Mr.  Madison.  The  ideal,  of  course,  may  not  be  attained.  I  per- 
haps ought  not  to  have  used  that  expression.  In  other  words,  the 
best  possible  condition  that  can  be  attained  in  the  trade,  you  would 
say,  is  existent  now? 

Mr.  GiLMOEE.  Not  the  best,  possibly,  but  very  fair  conditions 
obtain. 

Mr.  Madison.  Wherein  would  you  say  the  condition  falls  short  of 
the  best  possible  condition? 

Mr.  GiLMOEE.  The  refiner  of  cane  sugar  is  not  making  enough 
money. 

Mr.  Madison.  That  even  extends  to  the  matter  of  salaries  of  Mem- 
bers of  Congress.  It  seems  to  be  a  common  ailment  among  mankind, 
that  they  are  not  getting  enough  money. 

Mr.  GiLMOKE.  You  gentlemen  have  that  in  your  own  hands  and  we 
have  not. 

Mr.  Madison.  I  can  not  exactly  agree  with  you  that  that  is  true. 
[Laughter.]  Why  are  you  not  making  enough  money  ?  What  is  the 
difficulty?    What  is  the  trouble? 

Mr.  GiLMORE.  I  really  think  that  the  root  of  the  matter  or  the  crux 
of  it  is  that  there  is  overproduction. 

Mr.  Madison.  Where  is  the  overproduction?    What  is  the  source 

of  it? 

Mr.  GiLMOEE.  There  is  too  much  refining  capacity. 

Mr.  Dykman.  And  the  beet-sugar  industry 

Mr.  Madison  (interrupting).  Would  you  adopt  the  suggestion  of 
the  gentleman  as  to  the  beet-sugar  industry? 

Mr.  GiLMORE.  The  home  beet-sugar  industry  of  course  is  curtail- 
ing the  sale  of  the  cane-sugar  products.    You  can  not  sell  it  twice. 

Mr.  Madison.  In  other  words,  if  they  were  out  of  the  way,  you 
would  make  more  money? 
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Mr.  GiLMOEE.  We  would  have  more  employment,  I  suppose,  for 
our  output,  for  our  capacity — our  refining  capacity. 

Mr.  Madison.  And  the  ultimate  conclusion  is  you  would  make 
more  money? 

Mr.  GiLMOEE.  I  think  we  would. 

Mr.  Madison.  I  was  very  much  interested  in  your  expression  a 
while  ago,  that  the  beet-sugar  people  got  into  the  New  England 
trade  at  one  time,  and  while  the  gentleman  minimized  it,  you  seemed 
to  feel  that  they  caused  some  damage.  When  was  that,  and  what  was 
the  extent  of  the  injury? 

Mr.  GiLMORE.  The  actual  injury  was  not  as  great,  perhaps,  as'the 
fright.  It  was  an  unheard  of  condition  and  we  thought  an  untoward 
condition.  If  they  had  margin  enough  to  land  and  absorb  the  dif- 
ferential in  freight  and  bring  it  from  the  source  of  its  produclion 
into  New  England,  we  thought  that  was  a  very  fat  margin  that 
would  stand  that. 

Mr.  Madison.  What  effect  did  it  have  on  prices? 

Mr.  GiLMOEE.  It  did  not  have  any  effect,  except  that  it  displaced 
that  much  eastern  sugar. 

Mr.  Madison.  Suppose  as  a  matter  of  fact  they  get  to  a  point 
where,  instead  of  producing  about  600,000  tons  of  sugar  a  year,  they 
actually  produce  a  million  and  a  half  tons  of  sugar,  what  effect 
would  that  have? 

Mr.  GiLMOEE.  It  would  shut  down  most  of  the  eastern  refineries 
for  a  part  of  the  season. 

Mr.  Madison.  You  would  have  to  quit  the  business  ? 

Mr.  GiLMOEE.  Yes. 

Mr.  Madison.  Then,  as  a  matter  of  fact,  do  you  regard  them  as  a 
very  serious  element  of  competition  in  this  country  ? 

Mr.  GiLMOBE.  As  they  are  now  protected? 

Mr.  Madison.  As  they  are  now  protected. 

Mr.  GiLMOEE.  Yes. 

Mr.  Madison.  Suppose  we  just  went  to  work  and  took  the  duty  off, 
then  what  would  occur? 

Mr.  GiLMOEE.  There  would  be  cheaper  sugar. 

Mr.  Madison.  What  would  be  the  effect  as  to  you  people  ?  Benefi- 
cial or  otherwise? 

Mr.  GiLMOEE.  It  would  be  beneficial  in  so  much  that  we  would 
have  only  about  half  the  money  invested  in  the  job. 

Mr.  Madison.  It  would  be  beneficial  inasmuch  as  it  would  de- 
stroy the  beet-sugar  people  ? 

Mr.  GiLMOEE.  It  would  keep  them  at  home. 

Mr.  Madison.  Keep  them  in  a  limited  locality  ? 

Mr.  GiLMOEE.  Yes. 

Mr.  Madison.  And  leave  the  field  to  you  people  that  is  naturally 
■yours,  as  you  feel? 

Mr.  GiLMOEE.  Our  natural  field ;  yes. 

Mr.  Madison.  In  other  words,  you  feel  that  all  east  of  the  Mis- 
sissippi Eiver,  where  they  can  not  very  well  produce  sugar  beets,  is 
the  natural  field  of  the  cane-sugar  refiner,  while  the  plains  and . 
mountain  States,  where  conditions  are  favorable  to  the  production 
■of  beet  sugar,  is  the  natural  field  for  the  beet-sugar  people  ? 

Mr.  GiLMOEE.  Yes ;  I  think  so. 
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Mr.  Madison.  And  you  think  they  ought  to  stay  there  ? 

Mr.  GiLMORE.  I  do  not  object  to  their  coming  on  as  they  are  able 
to  do  on  a  commercial  basis,  but  when  they  come  with  hothouse  pro- 
tection and  invade  my  territory  I  do  not  like  it. 

Mr.  Madison.  That  is  the  thing  that  causes  you  a  feeling  of  re- 
sentment against  them? 

Mr.  GiLMORE.  Of  course  I  would  feel  that  way  about  it ;  yes. 

Mr.  Madison.  In  other  words,  you  think  the  thing  to  do  is  to  take 
off  the  duty,  and  that  it  would  be  to  your  advantage  to  take  it  off  as 
a  refiner  of  cane  sugar  ? 

Mr.  GiLMORE.  Yes,  sir. 

Mr.  Madison.  And  you  would  advocate  the  taking  off  of  the  duty  ? 

Mr.  GiLMORE.  I  would  personally.  I  am  only  speaking  now  per- 
sonally. 

Mr.  Madison.  Oh,  certainly. 

Mr.  GiLMORE.  I  am  not  involving  any  other  of  my  associates  in 
business. 

Mr.  Madison.  Certainly;  I  understand  that.  You  are  answering 
as  one  student  of  the  proposition. 

Mr.  GiLMORE.  As  an  individual;  yes,  sir. 

Mr.  Madison.  That  would  leave  these  people  in  their  territory, 
and  would  leave  you  east  of  the  Mississippi  River  in  possession  of 
the  field? 

Mr.  GiLMORE.  Yes. 

Mr.  Madison.  Now,  Mr.  Gilmore,  this  condition  that  has  grown 
up  in  this  country,  where  is  a  fair  condition,  whereby  ruinous  com- 
petition has  ceased  and  a  condition  that  is  agreeable,  or  rather  agree- 
able, has  taken  place — that  condition  has  existed  for  about  how 
many  years? 

Mr.  GiLMORE.  That  has  been  going  on  now,  I  should  think,  for 
five  years,  nearly — four  years,  perhaps,  I  had  better  say ;  but  it  has 
been  off  and  on  in  that  time ;  it  has  not  been  continuous. 

Mr.  Madison.  Under  Mr..  Havemeyer's  control  of  affairs  these 
trade  wars  occurred.  Has  there  been  any  disposition  to  precipitate 
trade  were  by  the  present  regime  in  control  of  the  American  Sugar 
Refining  Co.? 

Mr.  GiLMORE.  Noj  sir ;  we  have  not  been  able  to  observe  anything 
of  the  sort. 

Mr.  Madison.  You  have  had  reason  to  complain  somewhat  of  un- 
fair treatment  by  the  American  Sugar  Refining  Co.  ? 

Mr.  GiLMORE.  Yes. 

Mr.  Madison.  You  thought  their  methods  of  warfare  and  of  attack 
were  unfair? 

Mr.  GiLMORE.  Yes. 

Mr.  Madison.  And  injurious  to  you,  as  well  as  to  the  people  at 
large? 

Mr.  GiLMORE.  Yes ;  we  thought  it  was  unfair  warfare. 

Mr.  Madison.  They  took  advantage  of  railroad  rebates,  did  they 
not? 

Mr.  GiLMORE.  That  developed  afterwards.  We  did  not  know  that 
at  the  time. 

Mr.  Madison.  But  they  were  obtaining  unfair  railroad  rebates? 

Mr.  GiLMORE.  Yes. 
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Mr.  Madison.  They  were  reducing  unduly  the  cost  of  sugar.  They 
went  into  your  auxiliary  business,  and,  as  I  understand  from  your 
testimony,  not  for  the  purpose  of  carrying  on  the  business,  but  fop 
the  purpose  of  discrediting  it  ? 

Mr.  GiLMOEE.  For  the  purpose  of  whipping  us  out  of  our  best- 
paying  business. 

Mr.  Madison.  I  rather  got  the  idea  that  they  actually  sold  poor 
coffee  in  package  form  in  order  that  the  package  trade  might  be  dis- 
credited.    Is  that  true  ? 

Mr.  GiLMOEE.  I  do  not  know  that  that  was  the  sole  purpose  at  all, 
but  it  had  that  as  a  consequence,  and  maybe  it  was  contemplated  by 
them. 

Mr.  Madison.  From  all  that  you  know  about  the  matter,  do  you 
not  believe  as  a  matter  of  fact  that  one  of  the  unfair  methods  that 
was  resorted  to  for  the  purpose  of  driving  you  out  of  the  business 
generally — and  because  you  had  got  into  the  sugar  business — was  to 
discredit  a  peculiar  kind  of  trade  that  you  had  built  up,  known  as  the 
package  coffee  trade? 

Mr.  GiLMOEE.  Yes;  there  was  something  in  that. 

Mr.  Madison.  They  actually  sold  poor  coffee  in  order  that  the 
average  purchaser  would  say,  "  If  you  want  to  get  good  coffee,  you 
don't  want  to  buy  it  in  the  package." 

Mr.  GiLMOEE.  That  is  right. 

Mr.  Madison.  That  was  one  of  the  methods  actually  resorted  to  by 
them? 

Mr.  GiLMOEB.  Yes;  you  hit  the  nail  there. 

Mr.  Madison.  Have  you  any  reason  to  believe — and  if  you  have,  do 
you  feel  that  you  ought  to  disclose  it  to  us — ^that  any  unfair  methods 
of  attack  have  been  made  upon  you  by  the  present  regime  in  control 
of  the  American  Sugar  Refining  Co.  ? 

Mr.  GiLMOEE.  No;  we  have  no  knowledge  of  anything  unfair  or 
untradelike  that  we  know  of.  Of  course,  they  are  not  long  in  the 
new  chair. 

Mr.  Madison.  You  are  keeping  a  cautious  eye  upon  them,  in  other 
words  ? 

Mr.  GiLMOEE.  Yes;  very  watchful. 

Mr.  Madison.  They  are  now,  to  some  extent,  in  sackcloth  and 
ashes?     Would  you  not  say  that? 

Mr.  GiLMOEE.  That  is  a  good  simile. 

Mr.  Madison.  The  extraction  of  some  $2,000,000  from  their  fund' 
by  the  Government  and  the  disclosures  made  with  regard  to  the 
customs  frauds  has  had  at  least  a  taming  effect,  has  it  not? 

Mr.  GiLMOEE.  You  see,  they  have  new  officers  altogetherj  men  who 
were  not  involved  ,in  that  matter ;  and  I  do  not  know  why  they  should 
feel  any  of  the  compunctions,  because  they  are  not  guilty  of  anything 
that  I  know  of.  They  have  not  been  tried  or  questioned  in  the  mat- 
ter.   Of  course,  these  are  new  men. 

Mr.  Madison.  And  you  feel  they  should  not  be  at  all  charged  with 
any  of  the  reprehensible  conduct  of  the  past  ? 

Mr.  GiLMOEE.  I  feel  these  are  very  good  men.  They  have  men  of 
good  reputation  who  are  now  in  power  there. 

Mr.  Madison.  And  they  are  not  precipitating  any  trade  war  on 
the  Arbuckles? 
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Mr.  GiLMORE.  We  do  not  know  of  any,  but  we  are  watching,  as  I 
said  before. 

Mr.  Madison.  You  said  a  moment  ago  there  was  a  condition  of 
armed  neutrality. 

Mr.  GiLMORE.  Yes,  sir. 

Mr.  Madison.  I  assume  what  you  mean  was  there  was,  in  fact, 
an  armistice? 

Mr.  GiLMOKE.  No;  I  would  say  an  armed  neutrality  is  a  man 
watching,  with  his  hands  up. 

Mr.  Madison.  An  armed  neutrality  is  a  case  where  two  other  fel- 
lows are  fighting  and  you  are  kind  of  standing  by,  watching  the 
fight,  with  gun  in  hand,  not  making  any  fight,  but  ready  to  junip  in 
if  you  think  it  is  to  your  interest  or  that  you  ought  to  do  it  under 
all  the  circumstances.    That  is  armed  neutrality. 

Mr.  GiLMORE.  I  am  glad  to  have  your  definition. 

Mr.  Madison.  That  is  as  I  understand  it. 

Mr.  GiLMORE.  Thank  you. 

Mr.  Madison.  You  are  not  really  watching  a  conflict  between  two 
other  persons 

Mr.  GiLMORE  (interrupting).  I  do  not  know  exactly  the  attitude 
of  the  other  fellow.  Perhaps  my  simile  falls  by  reason  of  the  fact 
I  do  not  know  his  attitude,  because  if  I  had  his  attitude  and  it  was 
with  hands  up,  and  I  was  looking,  that  would  be  armed  neutrality, 
inasmuch  as  it  takes  two  sides  to  make  it  as  you  have  defined  it. 

Mr.  Madison.  Just  at  the  present  time  they  are  conducting  them- 
selves nicely,  and  you  feel  that  they  are  nice  people  ? 

Mr.  GiLMORE.  So  far  as  I  know,  there  is  nothing  to  the  front 
that  would  look  like  a  breach  of  ordinary  trade  stability. 

Mr.  Madison.  They  are  treating  you  very  nicely,  and  to-day,  as 
you  said  awhile  ago,  there  is  a  very  fair  condition  existent  in  the 
United  States  from  the  standpoint  of  the  refiner.  That  is  reitera- 
tion, of  course. 

Mr.  GiLMORE.  Yes. 

Mr.  Madison.  You  have  no  relation  with  them,  except  that  of 
watchfulness. 

Mr.  GiLMORE.  That  is  all. 

Mr.  Madison.  You  are  just  simjDly  watching  to  see  what  they  xnay 
do,  and  are  ready  to  meet  them  if  they 

Mr.  GiLMORE.  Keady  to  defend  ourselves. 

Mr.  Madison.  You  also  watch  the  prices  at  which  they  are  buying 
and  selling  sugar? 

Mr.  GiLMORE.  We  do,  and  others  as  well. 

Mr.  Madison.  Having  a  28,000-barrel  capacity  in  their  own  refin- 
eries and  a  9,000-barrel  capacity  in  the  National,  which  has  never 
operated  in  hostility  to  them,  but  in  harmony — you  believe  that, 
don't  you? 

Mr.  GiLMORE.  It  is  usually  so.  There  have  been  some  acts  done 
you  could  hardly  say  were  in  harmony. 

Mr.  Madison.  Yet  they  have  never  gone  to  the  point  of  any  actual, 
open,  real  competition,  have  they? 

Mr.  GiLMORE.  It  has  been  very  competitive,  it  seems  to  me,  in  the 
matter  of  distribution  of  their  product. 
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Mr.  Madison.  Was  that  true  during  the  time  of  Henry  O.  Have- 
meyer  ? 

Mr.  GiLMOEE.  Yes. 

Mr.  Madison.  That  they  were  competitive  there? 

Mr.  GiLMOHE.  Yes.  Mr.  Post,  who  has  been  before  you,  is  the 
manager  of  that. 

Mr.  Madison.  Would  you  say  that  was  because  of  the  fact  that 
Henry  O.  Havemeyer  had  very  little  stock  in  the  American  Sugar 
Eefining  Co.,  while  he  had  $10,000,000  bi  stock  and  absolute  control 
in  the  National? 

Mr.  GiLMOEE.  I  do  not  know  what  was  the  purpose.  That  might 
be  an  explanation ;  I  do  not  Itnow. 

Mr.  Madison.  Is  it  a  natural  and  reasonable  one,  and  one  that  you 
have  arrived  at  in  your  mind  ?  Your  opinion  is  so  much  better  than 
ours  that  it  is  real  information  for  us  for  you  to  give  it. 

Mr.  GiLMOEE.  That  would  be  the  explanation. 

Mr.  Dykman.  Could  not  he  be  asked • 

Mr.  Madison  (interrupting).  Just  a  moment,  now. 

Mr.  GiLMOEE.  Of  course,  at  this  time  I  have  no  knowledge  of  the 
holdings  of  Mr.  Havemeyer  in  the  American  Sugar  Eefining  Co. 
No  person  was  more  surprised  than  I  was  to  read  of  his  holdings. 

Mr.  Madison.  Looking  back  at  the  events  now,  in  the  light  of 
present-day  information,  would  you  not  say  that  was  probably  the 
explanation  ? 

Mr.  GiLMORE.    No ;  I  do  not  think  I  would  like  to  say  that.    It 
might  furnish  an  explanation  to  some  minds.    I  do  not  think  I  ought . 
to  pronounce  anything  on  that. 

Mr.  Madison.  You.  would  not  want  to  draw  that  conclusion  ? 

Mr.  GiLMOEE.  No,  sir. 

Mr.  Madison.  However,  you — but  that  is  a  matter  of  deduction 
which  the  rest  of  us  can  make  as  well  as  yourself. 

I  think,  in  the  light  of  facts  that  have  been  developed,  it  might 
not  be  a  bad  idea  for  me  to  ask  you  just  a  question  or  two  about  the 
manner  and  the  method  of  fixing  prices,  although  that  has  been 
gone  into,  but  I  will  promise  to  be  very  brief. 

Assuming  that  to-day  you  are  wishing  to  determine  at  what  price 
you  will  put  your  product  upon  the  market,  just  tell  me  briefly  what 
things  you  would  take  into  consideration  in  fixing  the  price  of  your 
product  ?    That  gets  it  all  together  in  one  answer. 

Mr.  GiLMOEE.  The  first  thing  I  would  necessarily  take  into  con- 
sideration would  be  what  my  competitors  were  doing,  because  if  I 
wanted  to  raise  my  price  and  my  competitors  did  not  follow  me,  I 
would  be  out  of  the  market.  I  would  cease  to  be  a  merchant  and 
cease  to  sell  goods. 

Mr.  Madison.  What  would  be  your  next  step  ? 

Mr.  GiLMORB.  The  next  thing  I  would  take  notice  of  ? 

Mr.  Madison.  Yes. 

Mr.  GiLMOEE.  The  next  thing  I  would  take  notice  of  would  be  the 
amount  of  raw  material  that  we  owned,  whether,  if  it  were  large  and 
I  wanted  to  get  it  disposed  of,  I  would  cut  the  price. 

Mr.  Madison.  What  else  would  you  take  into  consideration? 

Mr.  GiLMOEE.  I  would  also  take  into  consideration  the  demand  for 
refined  sugar.  I  would  have  to  do  that  because  I  would  have  to 
calculate  how  much  I  might  dispose  of. 
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Mr.  Madison.  What  else  would  you  take  into  consideration? 

Mr.  GiLMOEE.  The  amount  of  refined  sugar  that  I-  had  already 
refined  and  unsold  would  be  a  factor.    Those  are  all  I  can  think  oi. 

Mr.  Madisok.  The  first  and  major  proposition  is  to  find  out  the 
condition  of  the  market  on  that  day — in  other  words,  what  your 
competitors  are  selling  at  ? 

Mr.  GiLMOEE.  Yes ;  I  have  to  consider  that  the  first  thing. 

Mr.  Madison.  Where  do  you  go  to  get  that  information  ? 

Mr.  GiLMOEE.  We  know  it  from  our  brokers. 

Mr.  Madison.  You  know  it  from  your  brokers? 

Mr.  GiLMOEE.  From  the  refined  sugar  brokers. 

Mr.  Madison.  They  tell  you  what  the  other  fellows  are  selling  their 
sugar  at? 

Mr.  GiLMOEE.  Yes ;  and  they  tell  the  other  fellow  what  we  are  sell- 
ing ours  at. 

Mr.  Madison.  Now,  as  a  matter  of  fact  and  as  a  rule  of  trade,  is  it 
not  true  as  a  general  propostion  that  in  the  absence  of  a  trade  war  the 
general  prices  will  largely  be  determinel  by  the  price  at  which  the 
largest  producer  is  selling  his  sugar  ? 

Mr.  GiLMOEB.  Yes;  the  largest  producer  would  have  a  greater 
effect  than  the  smallest  producer. 

Mr.  Madison.  Then,  in  the  final  analysis,  is  it  not  true  that  be- 
cause of  the  vast  aggregation  that  is  now  comprehended  under  the 
American  Sugar  Refining  Co.,  this  vast  amount  of  capital,  its  vast 
amount  of  purchase  of  raw  sugar,  its  output  of  refined  sugar,  its  in- 
fluence on  the  beet-sugar  trade,  and  all  those  different  elements,  that 
naturally  and  logically  they  are  the  principal  factors  in  fixing  the 
price  of  the  sugar  ? 

Mr.  GiLMOEE.  Allow  me  to  correct  one  thing  in  that,  if  you  please, 
before  I  answer. 

Mr.  Madison.  All  right. 

Mr.  GiLMOEE.  Their  large  purchases  of  raw  sugar  give  them  no 
advantage  of  any  kind. 

Mr.  Madison.  All  right ;  but  the  fact  that  they  are  the  persons  who 
are  putting  the  vast  amount,  the  greater  amount  of  the  refined  prod- 
uct upon  the  market— are  they  not  the  persons  ^yho,  in  the  first 
instance,  assuming  the  absence  of  trade  war  or  injurious  competition, 
but  natural,  ordinary  conditions,  that  naturally  determine  and  largely 
determine  the  selling  price  of  sugar;  and  is  it  not  the  natural  or 
logical  and  ordinary  thing  that  those  who  producer  smaller  amount 
of  the  product  will  "follow  them  in  the  matter  of  price? 

Mr.  GiLMOEE.  Perforce. 

Mr.  Madison.  As  a  natural  condition? 

Mr.  GiLMOEE.  Yes. 

Mr.  Madison.  So  then  we  get  down  to  this  fact,  as  an  interesting 
and  as  a  natural  result  of  ordinary  laws  and  forces  of  trade,  that 
under  conditions  as  builded  by  Mr.  Havemyer  and  the  American 
Sugar  &  Eefining  Co.,  and  the  men  who  made  it,  they  have  obtained 
a  dominant  place  in  the  trade  of  this  country,  and  unless  trade  wars 
are  precipitated  they  laregly  fix  the  price  of  refined  sugar— I  mean 
to  the  wholesaler  and  not,  of  course,  the  retail  price.    That  is  true, 

is  it  not?  .  ,"  ,  n     -J. 

Mr.  GiLMOKE.  I  do  not  think  they  can  fax  it. 
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Mr.  Madison.  I  said  as  a  general  proposition,  following  the  state- 
ments which  you  made  a  moment  ago,  as  the  next  natural  and  logical 
step,  they  dominate  the 

Mr.  GiLMORE  (interrupting).  In  the  absence  of  all  fight  and  trouble 
ajid  everything  of  that  sort,  the  large  producer  will  sawy  the  greater 
influence. 

Mr.  Madison.  In  other  words,  the  natural  thing  for  you  to  do, 
when  you  get  up  in  the  morning  and  go  to  business  and  figure  on 
the  price  you  are  to  put  sugar  on  the  market  at  on  that  day,  the  most 
natural  inquiry  for  you  to  make  under  conditions  existing  on  the 
market  at  that  time  is  to  find  out  what  the  American  Sugar  &  Refin- 
ing Co.  is  selling  it  for? 

Mr.  GiLMORE.  We  would  ask  that  first  question,  and  ask  the  others 
in  series  in  which  they  appear  in  importance. 

Mr.  Madison.  But  you  would  understand  they  were  the  persons ; 
who  were  largely  masters  of  the  situation,  unless  you  wanted  to  get 
into  an  actual  conflict  with  them  ? 

Mr.  GiLMORE.  Yes. 

Mr.  Madison.  You  sell  different  kinds  of  sugar  ? 

Mr.  GiLMOEE.  Yes,  sir. 

Mr.  Madison.  While  you  have  competition  from  the  beet  trade,  so 
far  as  granulated  sugar  is  concerned,  you  do  not  have  competition 
so  far  as  the  other  kinds  or  grades  of  sugar  are  concerned,  do  you? 

Mr.  GiLMORE.  Not  from  the  beet  people,  because  they  make  no  soft 
sugar. 

Mr.  Madison.  In  other  words,  they  only  produce  granulated  sugar? 

Mr.  GiLMORE.  Yes. 

Mr.  Madison.  You  have  a  lump-sugar  trade,  do  you  not  ? 

Mr.  GiLMORE.  Yes. 

Mr.  Madison.  Is  that  important  and  considerable  ? 

Mr.  GiLMORE.  Oh,  it  is  considerable,  but  not  so  very  important. 

Mr.  Madison.  What  relation  does  it  bear  to  the  granulated  sugar? 

Mr.  GiLMORE.  Granulated  is  72.75  per  cent  of  the  whole  output. . 

Mr.  Madison.  That  is  a  fact  I  am  glad  to  learn.  Wliat  about  your 
soft  sugars  ?    What  do  you  call  soft  sugars  ? 

Mr  GiLMORE.  All  that  are  below  confectioner's  "A,"  and  that 
means  16  different  kinds. 

Mr.  Madison.  Sixteen  different  kinds? 

Mr.  GiLMORE.  Of  soft  sugar ;  yes. 

Mr.  Madison.  What  per  cent  of  the  entire  sugar  business  is  the 
soft-sugar  business? 

Mr.  GiLMORE.  I  suppose  it  would  have  to  be  nearly  25— perhaps  20 
would  be  better. 

3Ir.  Madison.  About  20  per  cent  ? 

Mr.  GiLMORE.  Yes. 

Mr.  Madison.  And  the  lump  sugar  only  about  5  per  cent,  or  some- 
where f)!ong  there? 

Mr.  GiLMORE.  I  suppose  we  would  do  all  of  that,  nearly.  We  have 
a  bttle  more  than  our  share  of  lump  sugar. 

j\[r.  Madison.  I  mean  taking  into  consideration  the  trade  generally, 
wh-^t  amount  is  granulated  sugar,  what  amount  is  soft  sugar,  and 
Avhat  amount  is  lump  sugar? 

Mr.  GiLMORE.  I  would  say  the  granulated  sugar  would  be  70  per 
cent  and  the  lump  sugar  would  be  8  per  cent— I  think  that  is  about 
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all — and  the  balance  you  would  have  to  make  up  from  these  various 
grades  of  soft  sugar.  Of  course  there  is  the  powdered  sugar,  but 
that  we  call  in  the  granulated  class.     It  is  a  hard  sugar. 

Mr.  Madison.  Is  there  any  competition  in  the  purchase  of  raw 
sugar — real  active  competition  in  the  purchase  of  raw  sugar? 

Mr.  GiLMOEE.  The  competition  does  not  amount  to  anything,  for 
the  reason  that  you  have  to  pay  what  the  other  fellow  wants. 

Mr.  Madison.  You  have  to  pay  what  the  other  fellow  wants? 

Mr.  GiLMOEE.  Yes ;  or  go  out  of  it. 

Mr.  Madison.  That  is  what  the  planter  asks? 

Mr.  GiLMOEE.  Yes. 

Mr.  Madison.  At  the  same  time,  the  other  fellow  has  to  take  what 
he  can  get,  and  those  are  the  two  forces  of  trade  that  operate  to  fix 
prices  ? 

Mr.  GrLMOEB.  But  it  is  a  question  of  how  long  you  can  stand 
him  off. 

Mr.  Madison.  In  other  words,  you  try  to  stand  him  off? 

Mr.  GiLMOEB.  Certainly;  that  is  competition. 

Mr.  Madison.  You  stand  him  off  until  he  agrees  to  take  what  you 
will  give,  unless  he  has  the  point  of  advantage  and  can  hold  out 
longer  than  you? 

Mr.  GiLMOEE.  Yes ;  that  is  about  it. 

Mr.  Madison.  Are  you  competing  and  is  there  any  actual  compe- 
tition between  you  and  the  American  Sugar  Refining  Co.  and  the 
Federal  Co.  and  all  the  others,  in  the  matter  of  buying  raw  sugar  ? 

Mr.  GiLMOEE.  We  have  to  buy  from  the  same  source,  and  we  buy 
it  without  knowledge  of  what  the  other  fellow  is  doing  or  anything 
about  it.     We  buy  for  our  wants  and  what  we  need. 

Mr.  Madison.  Do  you  go  to  Cuba  and  buy  of  the  planter? 

Mr.  GiLMOEE.  Oh,  no. 

Mr.  Madison.  You  buy  of  the  broker  in  New  York? 

Mr.  GiLMOEE.  The  representative  of  the  planter. 

Mr.  Madison.  Is  it  true — briefly  stated,  now— that  you  first  buy 
of  a  broker,  so  far  as  your  raw  sugar  is  concerned,  and  second  that 
in  disposing  of  your  refined  product,  you  sell  to  a  broker? 

Mr.  GiLMOEE.  Through  a  broker,  not  to  him. 

Mr.  Madison.  Through  a  broker? 

Mr.  GiLMOEE.  Yes,  sir. 

Mr.  Madison.  You  sell  to  the  trade  through  a  broker  ? 

Mr.  GiLMOEE.  Yes,  sir. 

Mr.  Madison.  And  he  of  course  takes  a  commision  for  his  compen- 
sation in  passing  the  sugar  along  from  you  to  the  wholesaler  ? 

Mr.  GiLMOEE.  Yes,  sir.     He  is  a  servant  of  the  purchaser. 

Mr.  Madison.  An  agent  of  the  purchaser? 

Mr.  GiLMOEE.  Yes. 

Mr.  Madison.  Not  your  agent? 

Mr.  GiLMOEE.  No. 
'  Mr.  Madison.  Is  there  an  association  of  brokers? 

Mr.  GiLMOEE.  There  is — of  refined  sugar  brokers. 

Mr.  Madison.  Those  who  sell  to  the  wholesale  trade? 

Mr.  GiLMOEE.  Yes. 

Mr.  Madison.  All  the  brokers  in  New  York,  as  a  matter  of  fact, 
are  combined  in  that  association,  are  they  not? 

Mr.  GiLMOEE.  I  do  not  know  whether  they  are  all  in  it  or  not. 
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Mr.  Madison.  Do  you  deal  with  the  association  brokers  or  with 
others  ?  '  . 

Mr.  GiLMOEE.  We  do  not  know  anything  about  that,  any  differ- 
ence between  an  association  broker  and  another  broker.  We  do  not 
know  one  from  the  other.     We  have  an  open  shop. 

Mr.  Madison.  You  do  not  know  whether  a  given  man  is  an  asso- 
ciation broker  or  not  ?_ 

Mr.  GiLMOKE.  No,  sir. 

Mr.  Madison.  But  they  are  associated  together  for  the  purpose 
of  protecting  themselves  ? 

Mr.  GiLMOEE.  I  have  been  told  by  certain  brokers  that  there  was  an 
association. 

Mr.  Madison.  Do  you  know  what  effect  it  has  had,  if  any,  upon  the 
trade? 

Mr.  GiLMOEE.  I  have  no  knowledge  of  any  effect.  I  think  it  has 
been  entirely  ineffective. 

Mr.  Madison.  What  was  the  design  of  it,  if  you  know  ? 

Mr.  GiLMOEE.  That  I  do  not  know. 
.     Mr.  Madison.  Was  it  for  the  purpose  of  increasing  their  commis- 
.sions? 

Mr.  GiLMOEE.  I  never  heard  of  it. 

Mr.  Madison.  You  never  heard  that  was  their  design  or  their 
purpose? 

Mr.  GiLMOEE.  No. 

Mr.  Madison.  But  you  deal  through  them  in  the  first  instance,  and 
they  dispose  of  your  sugar  ? 

Mr.  GiLMOEE.  It  is  not  voluntary ;  we  have  to. 

Mr.  Madison.  You  have  gone  around  them  in  some  instances  ? 

Mr.  GiLMOEE.  That  would  be  in  the  case  where  the  purchaser 
would  come  direct. 

Mr.  Madison.  Take,  for  instance,  the  Boston  case.  There  is  an  in- 
stance where  you  went  around  them  and  around  the  wholesaler? 

Mr.  GiLMOEE.  There  was  no  broker  in  there  at  all.  There  was 
neither  broker  nor  wholesale  grocer  there,  not  in  that  transaction. 

Mr.  Madison.  You  went  around  both  of  them  ? 

Mr.  GiLMOEE.  No ;  they  refused  the  business. 

Mr.  Madison.  They  actually  refused  the  business? 

Mr.  GiLMOEE.  Yes,  sir. 

Mr.  Madison.  Dominated  by  the  American  Sugar  Refining  Co.  ? 

Mr.  GiLMOEE.  Certainly  it  was;  yes. 

Mr.  Madison.  How  long  ago  was  that? 

Mr.  GiLMOEE.  I  do  not  remember  the  year,  but  it  must  have  been 
10  years  back. 

Mr.  Madison.  Have  they  done  anything  of  that  kind  since  that 
time  in  the  way  of  dominating  the  brokers? 

Mr.  GiLMOEE.  No — well,  they  dominated  not  the  brokers  then,  but 
they  dominated  the  wholesale  grocers  of  Boston. 

Mr.  Madison.  Were  there  a  number  of  instances  of  them  domi- 
nating the  wholesale  grocers  through  the  country  to  your  detriment  ? 

Mr.  GiLMORE.  No;  there  was  no  successful  domination.  There 
was  an  attempt  in  Ohio  and  West  Virginia,  as  you  heard  in  my  testi- 
mony here  before. 

Mr.  Madison.  But  there  were  instances  of  them  attempting  to  do 
that? 
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_  Mr.  GiLMOEE.  Yes ;  thos«  were  conspicuous  instances  in  those  two 
fetates  and  in  Boston.  Outside  of  that  I  have  no  recollection  of 
any  other  attempt. 

Mr.  Madison.  You  stated  a  very  interesting  matter  a  moment  ago 
in  response  to  some  member  of  the  committee,  I  think  it  was  the 
chairman,  about  influences  of  the  American  Sugar  Eefining  Co,  over 
Willett  &  Gray.  ^ 

Mr.  GiLMORE.  That  was  in  Havemeyer's  time. 

Mr.  Madison.  That  was  during  the  Havemeyers' time? 

Mr.  GiiiMOKB.  Yes. 

Mr.  Madison.  They  ran  the  great  sugar-trade  journal  of  the  coun- 
try, did  they  not  ? 

Mr.  GiLMOEE.  Not  a  very  great  one.  It  was  a  statistical  journal. 
It  was  thought  to  be  good  authority  on  figures  and  arithmetical  cal- 
culations that  came  up. 

Mr.  Madison.  They  also  did  more  than  that;  they  expressed  opin- 
ions and  conclusions? 

Mr.  GiLMOEE.  Yes;  they  did  that. 

Mr.  Madison.  As  indicated  by  the  very  illuminating  things  which 
the  chairman  read  ? 

Mr.  GiLMOEB.  They  were  not  considered  as  highly  authoritative 
in  deductions  and  opinions  as  they  were  in  their  figures. 

Mr.  Madison.  Because  it  was  thought,  as  a  matter  of  fact,  they 
were  to  some  extent  dominated  by  the  American  Sugar  Refining  Co.  ? 

Mr.  GiLMOEE.  Yes;  and  because  there  was  some  one  or  both  of 
them  that  had  had  some  lucrative  employment,  it  was  thought  then, 
from  the 

Mr.  Madison  (interrupting).  Have  they,  to  your  knowledge,  any 
such  employment  to-day  ? 

Mr.  GiLMORE.  They  have  not  had  ever  to  my  knowledge,  only,  as 
I  say,  rumor. 

Mr.  Madison.  Of  course  there  has  been  some  positive  evidence 
before  us  here  that  Mr.  Willet  was  the  man  who  went  out  to  the 
Mormons  and  got  them  into  the  pool. 

Mr.  GiLMOEE.  I  did  not  know  about  that.  The  rumor  was  in  New 
York  that  he  occupied  a  very  confidential  position  with  Mr.  Have- 
meyer,  and  we  know  that  reports  with  respect  to  ourselves  were  col- 
orded  and  that  the  coloring  was  in  the  interest  of  the  American 
Sugar  Refining  Co. 

Mr.  Madison.  Now,  what  is  their  course  of  treatment  toward  you  ? 

Mr.  GiLMOEE.  It  seems  to  be  fair.  There  does  not  seem  to  be  any 
coloring  or  disposition  to  color. 

Mr.  Madison.  In  other  words,  the  substance  of  your  testimony 
would  be  that  so  far  as  the  sugar  trade  in  New  York  is  concerned  to- 
day the  white  dove  of  peace  hovers  over  it  ? 

Mr.  GiLMOEE.  The  white  dove? 

Mr.  Madison.  Yes. 

Mr.  GiLMORE.  That  is  a  strong  simile. 

Mr.  Madison.  You  would  state  it,  would  you  not?  I  do  not  say 
that  either  in  sarcasm  or  levity. 

Mr.  GiLMOEE.  I  am  not  facetious  about  it,  I  assure  you. 

Mr.  Madison.  Nor  am  I.    I  want  to  be  entirely  fair. 

Mr'.  GiLMOEE.  If  you  will  allow  for  the  watchfulness  of  each  other 
and  readiness  to  defend  ourselves  or  to  assail,  if  necessary 


1178  AMERICAN   SUGAR  EEFINIITG   CO. 

Mr.  Madison.  Eef erring  to  my  simile,  I  did  not  say,  you  will  no- 
tice, that  the  dove  has  as  yet  alighted.    [Laughter.] 

Mr.  Hinds.  I  have  one  or  two  questions,  Mr.  Chairman,  if  you 
please. 

The  Chairman.  Go  ahead,  Mr.  Hinds. 

Mr.  Hinds.  Is  your  company — Arbuckle  &  Co. — a  corporation  or 
a  firm? 

Mr.  GiLMORE.  A  firm. 

Mr.  Hinds.  Is  the  coffee  business  and  the  sugar  business  all  to- 
gether as  one  or  are  there  separate  organizations? 

Mr.  GiLMOEE.  There  are  separate  organizations;  yes,  sir;  but  the 
same  ownership. 

Mr.  Hinds.  Can  you  give  me  an  estimate  of  about  how  much 
capital  you  have  devoted  to  the  sugar  business  ? 

Mr.  GiLMOKE.  Yes ;  I  can  give  it  to  you  approximately,  Mr.  Hinds. 
It  is  not  always  the  same,  you  know. 

Mr.  Hinds.  In  other  words 

Mr.  Dykman  (interrupting) .  Pardon  me  a  moment.  May  I  enter 
my  protest  to  the  question? 

The  Chairman.  What  is  the  question? 

Mr.  Dykman.  He  is  inquiring  what  is  the  capital  in  the  sugar 
business.  We  really  feel  that  the  committee  ought  to  leave  us  as 
much  alone  in  our  condition 

Mr.  Hinds  (interrupting).  I  will  explain  my  question  a  little 
more.  Perhaps  you  will  not  then  have  an  objection.  What  I  want 
to  get  at  is  about  how  much  capital  is  required  for  your  production 
of  sugar,  the  production  of  the  sugar  which  you  put  out? 

The  Chairman.  Do  you  think  that  would  be  unfair  to  your  cli- 
ents to  answer  that  question? 

Mr.  Dykman.  I  had  hoped  the  committee  would  not  ask  what 
capital  Arbuckles  have  employed.  It  varies  from  day  to  day,  as  a 
great  deal  of  capital  is  in  the  raw 

Mr.  Hinds  (interrupting).  Let  me  approach  it  in  a  little  different 
way  and  see  if  that  excites  your  circumspection.  Is  it  as  much  as 
$18,000,000? 

Mr.  Dykman.  I  do  not  object  to  that,  but  I  hope  you  will  not 
run  it  down  ? 

Mr.  GiLMORE.  No. 

Mr.  Hinds.  I  do  not  care  to  make  trouble  or  anything  of  that  sort, 
but  may  I  ask  another  question  ?     Is  it  half  tliat  ? 

Mr.  Dykman.  There  is  a  game  which  I  remember  playing  as  a 
boy  where  you  say,  "  You  are  getting  warm." 

Mr.  GiLJMOEE.  Yes. 

Mr.  Hinds.  Not  over  half  ?  I  will  not  go  any  finer  than  that.  It 
is  not  over  half,  is  it? 

Mr.  Dykman.  No. 

Mr.  Hinds.  Not  over  $9,000,000? 

Mr.  Dykman.  No. 

Mr.  Hinds.  That  is  all  I  care  about  capital.  Now,  Mr.  Gilmore, 
your  production  of  sugar,  as  given  in  the  statement  put  out  by  the 
American  Sugar  Refining  Co.,  which  I  have  had  here  and  which  is 
in  evidence,  is  about  one-fifth  as  much  sugar  as  the  trust  produces? 

Mr.  GiLMORE.  About  that. 
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Mr.  Hinds.  They  credit  you  with  8.71  per  cent  of  the  total  pro- 
duction of  the  United  States,  as  I  understand  ? 

Mr.  GiiiMOEE.  That  is  last  year  ? 

Mr.  Hinds.  That  was  in  1909  or  1908. 

Mr.  GiLMOKE.  Eight  and  three-fourths? 

Mr.  HxKTDS.  Eight  and  seventy-one  one  hundredths  per  cent.  -Per- 
naps  you  would  like  to  see  the  figures  ?  You  are  familiar  with  tijem, 
I  suppose  ? 

Mr.  GiLMOKE.  I  think  that  is  probably  correct. 

Mr.  Hinds.  About  one-fifth,  or  8.71  per  cent,  and  they  that  year 
produced  about  43.14  per  cent,  according  to  their  figures. 

Mr.  GiLMORE.  They  know  best  about  that. 

Mr.  Hinds.  That  would  be  about  one-fifth  of  their  production, 
wouldn't  it? 

Mr.  GillMoee.  Yes ;  8|  per  cent  of  the  entire  production. 

Mr.  Hinds.  Tlie  inquiry  I  want  to  make  of  you  now  involves  some 
figures,  and  perhaps  your  friend  beside  you  [Mr.  Dykman]  would 
keep  a  little  check  on  what  I  ask,  because  I  am  not  myself  very  good 
at  figures,  and  yet  I  do  want  to  get  at  a  certain  fact  here  at  to  capital. 

The  Sugar  Trust  has  an  actual  capital  of  $90,000,000,  according  to 
their  statement.     I  would  not  ask  you  to  testify  about  that. 

Mr.  GiLMOEE.  Perhaps  that  is  right. 

Mr.  Hinds.  They  pay  7  per  cent  on  that.  As  I  make  that  out, 
that  is  630,000,000  cents. 

Mr.  GiLMOEE.  $6,800,000. 

Mr.  Hinds.  Yes;  or  630,000,000  cents. 

Mr.  Dykman.  $6,300,000  they  pay  out  at  7  per  cent  on  $90,000,000? 

Mr.  Hinds.  They  give  their  production  at  1,383,386  tons  of  sugar  a 
year.  That  is  about  43  per  cent  of  the  whole  production  of  the 
United  States.  I  think  if  I  can  read  figures  right,  that  was  their 
production  for  1910,  and  it  is  a  little  less  than  that  for  1909.  There 
are  2,000  pounds  in  a  ton  of  sugar  ? 

Mr.  GiLMOEE.  The  long  ton  is  always  used  in  sugar. 

Mr.  Hinds.  Was  not  the  testimony  here  that  it  was  a  short  ton  ? 

Mr.  Malby.  They  use  both.     In  what  connection  I  do  not  recall. 

Mr.  Hinds.  It  is  always  the  long  ton,  is  it  not  ? 

Mr.  GiLMOEE.  In  speaking  of  raw  sugar. 

Mr.  Malbt.  When  imported  ? 

Mr.  PIiNDS.  You  do  not  know,  in  their  statistical  statement,  whether 
they  use  the  short  or  long  ton?  I  think  the  testimony  was  short 
tons.  With  the  qualification  that  I  may  be  in  error,  I  will  pursue 
this  on  that  basis.  As  I  remember  their  testimony,  it  was  that  in 
their  estimates  they  used  short  tons,  but  I  may  be  wrong. 

Mr.  Malby.  I  think  they  did  as  to  refined  sugar. 

Mr.  GiLMOBE.  Refined  sugar  would  always  be  given  in  terms  of 
short  tons.  _  • 

Mr.  Hinds.  That  is  the  impression  I  had.     That  production  re- 
duceci  to  pounds,  as  I  make  it,  would  be  about  2,767,000,000.     That 
is  about  right,  is  it  not  ? 
Mr.  GiLMOEE.  Yes. 

Mr.  Hinds.  Then  am  I  right  in  saying  they  have  to  pay  a  divi- 
dend of  633,000,000  cents  on  the  production  of  2,767,000,000  pounds? 
Mr.  GiLMOBE.  That  is  their  own  statement. 
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Mr.  Young.  You  have  lost  track  of  the  fact  that  a  great  deal  of 
their  income  comes  from  investments  and  not  from  sugar  they 
make — their  beet-sugar  investments. 

Mr.  Hinds.  But  they  had  no  means  of  piling  up  those  investments 
except  out  of  the  sugar  business,  had  they  ? 

Mr.  Young.  No;  but  they  did  not  get  all  that  money  from  the 
profits  on  those  pounds  of  sugar  they  had  refined. 

Mr.  Hinds.  But  it  would  have  to  come  from  profits  on  all  they 
had  refined  from  the  beginning  ? 

The  Chairman.  That  is  cumulative  profits. 

Mr.  Young.  You  are  speaking  about  a  current  situation,  and  the 
7  per  cent  is  a  current  payment.  The  profits  which  enabled  them 
to  pay  that  7  per  cent  came  only  in  part  from  their  refining  business, 
and  in  very  large  part  from  their  investments  in  beet  sugar  and  in 
other  directions,  where  they  are  pure  investments,  and  really  that 
part  ought  to  be  excepted. 

Mr.  Hinds.  I  have  not  carried  out  the  reckoning,  but  ultimately 
all  these  things  came  out  of  the  sugar  business. 

Mr.  Young.  The  general  sugar  business,  yes ;  but  they  do  not^ 

Mr.  Hinds  (interrupting) .  With  the  qualification  that  you  put  in, 
let  me  pursue  the  question  a  little  further.  You  have  entered  that 
qualification,  and  that  is  a  fair  one  to  be  entered.  I  would  not  say 
just  now  how  it  would  work  out. 

On  these  figures,  as  I  make  it  out,  they  must  make  for  their  divi- 
dend about  1  cent  on  every  4.3  pounds  of  sugar  that  they  sell,  with 
the  qualification  made,  assuming  that  they  pay  the  dividends  out  of 
the  sugar  they  make. 

Mr.  GiLMOEE.  It  would  be  21^  cents  a  hundred;  do  you  mean  that? 

Mr.  Hinds.  About  one-fourth  of  a  cent  per  pound. 

Mr.  GiLMOKE.  It  is  less  than  a  quarter  of  a  cent  a  pound. 

Mr.  Hinds.  Something  less  ?  It  is  1  cent  on  4.3  pounds,  as  I  make 
it.    It  would  be  from  one-fifth  to  one- fourth  of  a  cent  a  pound. 

Mr.  GiLMOEE.  That  would  be  a  fair  deduction  on  the  race  of  it. 

Mr.  Hinds.  You,  in  your  business,  to  make  a  similar  dividend, 
would  have  to  make  about  one-half  of  that  ? 

Mr.  GiLMOEE.  How  is  that  ? 

Mr.  Hinds.  Your  ratio  of  capital  to  production  is  about  one-half 
of  the  trust's  ratio ;  so  you  would  make  about  one-half,  I  suppose,  as 
much  to  pay  a  fair  dividend  on  the  capital  you  employ  in  the  business. 

Mr.  GiLMOEE.  I  know  we  did  not  make  a  quarter  of  a  cent. 

Mr.  Hinds.  On  a  pound  of  sugar? 

Mr.  GiLMOEE.  Yes. 

Mr.  Hinds.  One-eighth  of  a  cent  or  one-tenth  of  a  cent? 

Mr.  GiLMORE.  We  have  to  make  more  than  one-tenth. 

Mr.  Hinds.  To  pay  a  dividend  ? 

Mr.  GiLMORB.  Yes. 

Mr.  Hinds.  Of  course  if  you  were  capitalized  on  the  basis  of  the 
Sugar  Trust  on  the  basis  of  your  production,  I  reckon  you  would  be 
capitalized  for  about  $18,000,000,  and  producing  about  one-fifth  as 
much  as  .they  produce.  You  have  stated  half  $18,000,000,  or 
$9,000,000,  would  be  a  fair  estimate  of  the  capital  you  employ.  What 
I  want  to  get  at — a  thing  which  I  think  is  often  overlooked — is  how 
much  of  the  charge  for  capital  enters  into  the  cost  of  the  product. 
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It  has  been  said  that  the  people,  the  American  people,  are  loaded 
down  to  pay  for  this  extensive  capitalization.  What  I  want  to  get 
at  is  about  what  that  actually  is.  Of  course  I  will  admit  that  these 
figures  may  be  misleading ;  there  are  certain  qualifications  to  be  taken 
into  consideration.  The  gentleman  beyond  you  [Mr.  Young]  has 
said  part  of  these  dividends  are  paid  out  of  investments.  Of  course 
if  we  were  going  into  that,  we  would  want  to  know  also  whether  they 
are  not  at  the  present  time  laying  aside  surpluses  for  other  invest- 
mentSj  and  all  that.  There  are  a  great  variety  of  questions  that  would 
enter  into  that.  But  I  am  asking  you,  in  the  margin  on  which  you  do 
business,  whether  one-fifth  of  a  cent  or  one- fourth  of  a  ceitt  a  pound 
of  charge  for  dividend  on  capital  would  be  a  considerable  margin  in 
affecting  competition  ?  In  other  words,  when  you  meet  a  competitdr 
who  troubles  you  in  your  field,  about  what  percentage  does  he  cut 
the  price? 

Mr.  GiLMOEE.  The  cut  would  not  amount  to  perhaps  more  than 
maybe,  in  percentage  in  money,  in  percentage.  2  per  cent  or  lii  per 
cent. 

Mr.  Hinds.  That  is  two  one-hundredths  ? 

Mr.  GiLMCiJK.  No;  that  would  be  on  an  invssivnent  in  a  pound  of 
sugyr. 

llr.  Hinds.  I  mean  when  an  absolute  competitor  cotups  iiilo 
your  territory,  ycu  sell  sugar  in  competition  with  him;  Loav  much 
does  he  shave  the  price  under  you  to  trouble  you  in  the  market  ? 

Mr.  Gil jioKE.  To  trouble  us  ? 

Mr.  Hinds.  Yes. 

Mr.  GiiiiMOKE.  Five  points,  or  5  cents  a  hundred  will  make  all  the 
trouble. 

Mr.  Hinds.  That  would  be  one-twentieth  of  1  cent  ? 

Mr.  Gn.MORE.  Yes. 

Mr.  Hinds.  In  other  words,  one-twentieth  of  a  cent  is  a  trouble- 
some difference  in  competitive  markets,  is  it? 

Mr.  GiLMOEE.  That  just  puts  one  man  out  and  the  other  one  in. 

Mr.  Hinds.  So  that  whether  the  capital  charge  is  one-fourth  of  a 
cent  a  pound  or  one-eighth  of  a  cent  a  pound,  or  whether  it  is  one- 
fifth  or  one-tenth  of  a  cent  a  pound,  makes  a  difference  in  competi- 
tion? 

Mr.  GiLMOEE.  If  it  is  allowed  to  show  in  the  competition. 

Mr.  Hinds.  It  is  a  complicated  question— that  is  all,  Mr.  Chair- 
man. 

Mr.  GiLMOBE.  Can  I  be  excused  now  to  go  away  i 

The  Chairman.  Not  unless  the  committee  has  finished  with  you. 
Have  you  anything  further,  Mr.  Hinds? 

Mr.  Hinds.  I  will  waive  any  further  examination  on  my  part. 

Mr!  Mabbt.  I  have  just  two  questions,  Mr.  Chairman. 

Mr.  Raker.  Remember  to  furnish  me  those  figures  I  asked  for. 

Mr.  GiLMOEE.  Yes;  I  am  taking  a  memorandum  along  and  will 
see  that  you  get  them.  j     ,       i,     ' 

Mr.  Malbt.  Do  the  sugar  brokers  of  New  York  and  elsewhere 
sell  the  products  of  your  factories  as  well  as  that  of  others? 

Mr.  GiLMOEE.  Oh,  yes,  sir. 

Mr.  Malby.  They  are  general  brokers? 

Mr  GiLMOEE.  They  are  general  sugar  brokers,  usually. 
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Mr.  Mauby.  There  was  a  time  when  the  American  Sugar  Re- 
fining Co.  had  what  they  called  factors. 

Mr.  GiLMORE.  The  broker  was  employed  just  the  same  then. 

Mr.  Malby.  The  factors  were  really  wholesalers,  were  they  not? 

Mr.  GiLMORE.  They  were  wholesale  grocers. 

Mr.  Malby.  Do  you  know  whether  they  have  the  factors  now 
or  not? 

Mr.  GiLMORE.  They  were  all  blotted  out.  I  was  the  author  of  the 
factor  plan. 

Mr.  Malbt.  You  could  not  sell  to  a  factor  at  that  time,  one  of 
ifcheir  factors? 

Mr.  GiLMOEE.  Oh,  yes.  The  factor  was  not  bound  at  any  time 
to  one  man. 

Mr.  Malby.  Did  not  they  compel  the  factor  to  enter  into  a  writ- 
ten agTeement  at  that  time  that  he  would  not  deal  in  anybody  else's 
•sugar  ? 

Mr.  GiLMORE.  No. 

Mr.  Malby.  I  think  there  is  evidence  of  that? 

Mr.  GiLMORE.  No.  I  am  the  author  of  the  factor  plan,  and  I 
ought  to  know. 

Mr.  Malby.  Yes ;  you  ought  to  know. 

Mr.  GiLMOEE.  That  would  have  been  too  raw  even  then. 

Mr.  Malby.  I  think  there  is  some  testimony  before  the  New  York 
State  committee,  stating  that  was  so.    That  was  in  1898,  however. 

I  think  that  is  all,  Mr.  Chairman. 

The  Chairman.  Does  any  other  gentleman  desire  to  ask  any 
■questions  ? 

Mr.  Garrett.  I  have  none,  Mr.  Chairman,  because  I  am  sure  the 
next  withness  will  know  all  I  want  to  know,  and  I  will  waive  my 
-questions  which  I  had  intended  to  ask  Mr.  Gilmore,  in  order  that  he 
may  get  away. 

The  Chairman.  Very  well ;  we  will  excuse  you,  Mr.  Gilmore,  with 
"thanks  for  your  attendance  and  your  courteous  replies  to  the  ques- 
tions of  the  committee. 

The  committee  will  take  a  recess  at  this  time  until  2.30  o'clock,  at 
which  time  we  will  examine  Mr.  Jamison. 

(Thereupon,  at  1.15  o'clock  p.  m.,  the  committee  took  a  recess  until 
•2.30  o'clock  p.  m.) 

after  recess. 

The  committee  reconvened,  pursuant  to  the  taking  of  recess,  at  2.30 
•o'clock  p.  m. 

TESTIMONY  OF  MU.  WILLIAM  A.  JAMISON. 

(The  witness  was  duly  sworn  by  the  chairman.) 
The  Chairman.  Judge  Eaker,  you  may  proceed  with  the  exam- 
ination. 

Mr.  Eaker.  State  your  name,  please. 

Mr.  Jamison.  William  A.  Jamison. 

Mr.  Eaker.  And  your  age. 

Mr.  Jamison.  Forty-seven. 

Mr.  Eaker.  And  your  residence,  Mr.  Jamison. 

Mr.  Jamison.  Laliewood,  N.  J. 
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Mr.  Raker.  What  is  your  present  business  ? 
Mr.  Jamison.  Sugar  refining  and  coffee  merchant. 
Mr.  Rakee.  Where? 

Mr.  Jamison.  New  York — that  is,  our  principal  offices  are  in  New 
York.  I-    ,    i- 

Mr.  Raker.  How  long  has  that  been  your  business? 

Mr.  Jamison.  Thirty  years.  I  have  been  in  the  business  thirty 
years. 

Mr.  Raker.  Who  did  you  start  with? 

Mr.  Jamison.  The  same  firm — Arbuckle  Bros.  Arbuckles  & 
Co. 

Mr.  Raker.  And  you  are  with  them  at  the  present  time  ? 

Mr.  Jamison.  Yes ;  Arbuckles  &  Co.  was  the  Pittsburg  firm. 

Mr.  Raker.  When  jo\i  started  it  was  known  as  Arbuckle  Bros.  ? 

Mr.  Jamison.  Arbuckles  &  Co.  That  was  the  Pittsburg  wholesale" 
grocery  house. 

Mr.  Raker.  And  now  it  is  known  as  the  Arbuckle  Co.  ? 

Mr.  Jamison.  No  ;  it  still  retains  the  same  name.  That  branch  re- 
tains that  name. 

Mr.  Raker.  "WTiere  is  the  business  located  in  New  York  ?  At  what 
place  ? 

Mr.  Jamison.  The  offices  are  at  71  Water  Stret. 

Mr.  Raker.  And  your  refinery? 

Mr.  Jamison.  In  Brooklyn,  on  the  water  front — East  River. 

Mr.  Raker.  That  is,  the  sugar  refinery? 

Mr.  Jamison.  The  sugar  refinery  and  the  coffee  mills,  the  ware- 
houses, and  so  forth. 

Mr.  Raker.  They  are  all  together? 

Mr.  Jamison.  All  together. 

Mr.  Raker.  You  originally  went  with  them  when  they  were  at 
Philadelphia,  you  say? 

Mr.  Jamison.  At  Pittsburg. 

Mr.  Raker.  At  Pittsburg? 

Mr.  Jamison.  Yes,  sir. 

Mr.  Raker.  You  first  worked  there? 

Mr.  Jamison.  Yes,  sir. 

Mr.  Raker.  Then  from  there  you  went  to  New  York? 

Mr.  Jamison.  Yes,  sir. 

Mr.  Raker.  How  early  did  you  go  to  New  York  ? 

Mr.  Jamison.  I  left  the  Pittsburg  house,  I  think,  in  188T. 

Mr.  Raker.  And  then  continued  with  them  m  New  York  ever 
since  ? 

Mr.  Jamison.  Yes,  sir.  ,^      .    ,      ,  i   o 

Mr.  Raker.  What  relation  are  you,  if  any,  to  Mr.  Arbuckle  i 

Mr.  Jamison.  Nephew. 

Mr.  Raker.  -Nephew  to  John  Arbuckle? 

Mr.  Jamison.  Yes,  sir.  ■,    ■    ■,    a 

Mr.  Raker.  The  other  brother  is  dead,  is  he  i 

Mr.  Jamison.  Yes;  he  died  in  1891. 

Mr.  Raker.  Who  are  the  members  of  the  partnership  ? 

Mr.'  Jamison.  Mr.  John  Arbuckle  and  myself. 

Mr!  Raker.  Just  the  two  of  you  ? 

Mr.  Jamison.  Yes,  sir. 
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Mr.  Rakee.  Do  you  know  anything  about  when  you  first  com- 
menced to  go  into  the  refining  of  sugars    What  date  was  it? 

Mr.  Jamison.  We  started  to  refine  sugar  in  August,  1898. 

Mr.  Eakee.  1898? 

Mr.  Jamison.  Yes,  sir. 

Mr.  Raker.  Do  you  remember  the  deal  with  the  Woolsey — is  it? 

Mr.  Jamison.  The  Woolson  Spice  Co. 

Mr.  Rakee.  The  \^^oolson  Spice  Co.     Do  you  remember  that  cir-  ; 
cumstance? 

Mr.  JiMisoN.  Yes,  sir. 

Mr.  Rakee.  Do  you  remember  the  occasion  of  it? 

Mr.  Jamison.  W'ell,  it  was  supposed  to  be  for  retaliation. 

Mr.  Rakee.  Did  it  have  that  effect? 

Mr.  Jamison.  It  surely  did. 

Mr.  Rakee.  Where  were  they  located? 

Mr.  Jamison.  At  Toledo,  Ohio.  ' 

Mr.  Rakee.  After  you  bought  this  1  share  in  that  company,  what 
became  of  the  company? 

Mr.  Jamison.  Sixty-one  shares. 

Mr.  Rakee.  But  you  first  had  1  share? 

Mr.  Jamison.  We  first  had  1  share  and  then  acquired  60  more. 

Mr.  Rakee.  ^Vhat  became  of  the  company? 

Mr.  Ja3iison.  They  continued  on  aggressivelj'^  in  business  for  some 
years  and  then  not  quite  so  aggressively.  There  was  a  little  change 
]n  their  general  procedure,  and  I  guess  they  turned  their  attention 
more  to  coffees. 

Mr.  Raker.  Is  that  the  same  firm  that  the  American  Sugar  Refin- 
ing Co.  took  up  and  continued? 

Mr.  Jamison.  Yes,  sir. 

Mr.  Rakee.  They  bought  them  out? 

Mr.  Jamison.  They  bought  an  interest  in  it.  I  do  not  know 
whether  they  had  the  entire  interest  or  not. 

Mr.  Rakee.  They  bought  an  interest  in  it,  and  it  ^'as  practicallj'.a 
controlling  interest,  was  it  not? 

Mr.  Jamison.  Yes. 

Mr.  Rakee.  Then  they  commenced  to  go  into  the  coffee  business  ? 

Mr.  Jamison.  Y'es,  sir. 

Mr.  Rakee.  Do  you  remember  the  circumstance  of  Mattison — is 
that  the  way  you  pronounce  his  name  ?    SI attison  or  Matthiessen  ? 

Mr.  Jamison.  In  what  connection? 

Mr.  Rakee.  That  Matthiessen  came  and  talked  with  your  people 
in  regard  to  the  fact  that  if  you  did  not  cease  building  your  factory — 
you  were  then  preparing  to  build  your  factory  to  refine  sugar — and 
if  you  did  not  cease  building  that  factory  they  would  go  into  the 
coffee  business  ? 

Mr.  Jamison.  No;  I  have  no  recollection  of  that. 

Mr.  Rakee.  You  were  not  one  of  the  participants  in  that  transac- 
tion? 

Mr.  Jamison.  I  was  one  of  the  firm. 

Mr.  Rakee.  They  then  tried  to  buy  one  of  your  packing  machines  ? 

Mr.  Jamison.  Yes. 

Mr.  Rakee.  Originally  your  business,  before  you  went  into  refining, 
was  buying  sugar  from  the  American  Sugar  Refining  Co.  and  others 
and  then  packing  it  in  2-pound  packages  ? 
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Mr.  Jamison.  Yes ;  we  controlled  a  machine  for  packaging  sugars. 

Mr.  Eakeh.  You  had  a  patent  on  it  ? 

Mr.  Jamison.  Well,  we  controlled  it. 

Mr.  Rakek.  That  was  the  way  you  handled  sugar  ? 

Mr.  Jamison.  Yes. 

Mr.  E.AKEE.  And  after  you  handled  it  that  way  awhile  you  con- 
ceived the  idea  of  building  a  refinery,  in  1897  and  1898,  in  Brooklyn  ? 

Mr.  Jamison.  That  was  back  in  1896. 

Mr.  Eakee.  You  commenced  in  1896  ? 

Mr.  Jamison.  That  was  decided  on  approximately  about  that  date. 

Mr.  Raker.  Was  there  any  such  circumstance  as  Mattison,  repre- 
senting the  American  Sugar  Refining  Co.,  coming  to  you  and  telling 
j'ou  that  if  you  went  into  the  sugar  business  they  would  go  into  the 
coffee  business? 

Mr.  Jamison.  I  do  not  recall  that  particular  feature. 

Mr.  Raker.  You  do  not  remember  that  circumstance,  if  it  did 
occur  ? 

Mr.  Jamison.  No,  sir. 

Mr.  Raker.  Do  you  remember  the  circumstance  that  you  did  go 
on  with  your  factory? 

Mr.  Jamison.  Yes. 

Mr.  Raker.  And  they  did  go  into  the  coffee  business? 

Mr.  Jamison.  Certainly.    Yes,  sir;  that  is  quite  correct. 

Mr.  Raker.  And  after  competing  in  that  line  for  several  years 
they  practically  withdrew  from  the  coffee  business?  That  is  right, 
is  it  not? 

Mr.  Jamison.  Well,  I  do  not  think  it  had  been  profitable,  and  they 
did  not  push  it. 

Mr.  Raker.  Leaving  that  as  it  may  be,  they  practically  withdrew 
from  the  coffee  business  and  left  it  to  you  people  ? 

Mr.  Jamison.  I  hardly  think  that  is  the  correct  way  to  put  it. 

Mr.  Raker.  How  would  you  put  it? 

Mr.  Jamison.  They  are  still  aggressively  in  the  coffee  business, 
to-day. 

Mr.  Raker.  Where? 

Mr.  Jamison.  At  the  same  place. 

Mr.  Raker.  The  American  Sugar  Refining  Co.  ? 

Mr.  Jamison.  Not  the  American  Sugar  Refining  Co.,  but  the  same 
company,  though. 

Mr.  Raker.  But  the  American  Sugar  Refining  Co.  sold  out  their 
interest  in  the  coffee  business,  did  they  not  ? 

Mr.  Jamison.  Only  latterly. 

Mr.  Raker.  Only  latterly  ? 

Mr.  Jamison.  Yes;  within  a  year  and  a  half,  I  should  imagine. 

Mr.  Raker.  Is  that  all  ? 

Mr.  Jamison.  I  do  not  think  it  is  much  over  that. 

Mr.  Raker.  At  this  same  time,  when  they  started  into  the  coffee 
business,  the  Arbuckle  people  had  a  large  establishment  in  handling 
sugar  in  Pittsburg? 

Mr.  Jamison.  They  had  a  wholesale  distributing  house  there. 

Mr.  Raker.  And  they  bought  from  the  American  Sugar  Refin- 
ing Co.  ? 

Mr.  Jamison.  In  the  regular  way,  just  as  any  other  wholesale 

grocer  would. 
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Mr.  Kakee.  They  sold  to  you  just  as  they  did  to  other  people? 

Mr.  Jamison.  Yes.  . 

Mr.  Eaker.  But  vour  business  in  New  York,  m  Brooklyn,  was 
buying  by  the  barrel  and  putting  it  in  2-pound  packages,  and  then 
returning  the  barrels  to  the  company,  for  which  they  allowed  you  22 
cents  for  each  barrel  that  was  returned  ?  ,  •    t      t  j 

Mr.  Jamison.  There  was  some  allowance  of  that  kind.  1  do  not 
remember  just  what  it  was.  ,     ,      •  t 

Mr.  Eakee.  That  was,  practically,  the  way  the  business  was  done, 
was.it  not? 

Mr.  Jamison.  Yes. 

Mr.  Raker.  Do  you  remember  reading  the  testimony  o±  John  Ar- 
buckle,  given  before  the  Senate  committee? 

Mr.  jAaiisoN.  No ;  I  never  read  it. 

Mr.  Raker.  You  never  read  it  ? 

Mr.  Jamison.  No,  sir ;  not  that  I  recall. 

Mr.  Raker.  Did  you  ever  read  the  testimony  given  before  that 
same  committee,  at  New  York,  by  Henry  O.  Havemeyer? 

Mr.  Jamison.  I  have  nO  recollection  of  it. 

Mr.  Raker.  Did  you  read  the  testimony  given  by  Mr.  Jarvey — 
that  is  his  name,  is  it  not — James  Jarvey  ? 

Mr.  Jamison.  I  recollect  the  testimony  of  Mr.  Jarvey,  given  here, 
when  he  was  in  Washington. 

Mr.  Raker.  I  mean  at  New  York,  before  the  Senate  committee, 
known  as  the  Lexow  investigating  committee  ? 

Mr.  Jamison.  No  ;  I  do  not  recall  that  at  all. 

Mr.  Raker.  Did  you  ever  discuss  that  with  your  uncle  ? 

Mr.  Jamison.  No,  sir ;  not  that  I  remember  of. 

Mr.  Raker.  Or  with  any  member  of  the  firm  ? 

Mr.  Jamison.  No. 

Mr.  Raker.  Who  did  the  buying  of  the  sugar  back  in  1898  and 
1899? 

Mr.  Jamison.  Mr.  Jarvey  was  the  party  who  superintended  that 
part,  and  looked  after  it. 

Mr.  Raker.  How  early  did  you  start  in  that  line  of  business? 

Mr.  Jamison.  I  beg  your  pardon. 

Mr.  Raker.  How  early  did  you  start  in  that  line  of  business — 
buying?     Or  did  you  never  take  that  branch  up? 

Mr.  Jamison.  Yes ;  I  had  that  at  one  time. 

Mr.  Raker.  What  time  was  that? 

Mr.  Jamison.  1903  or  1904 ;  somewhere  along  there. 

Mr.  Raker.  That  is  the  earliest  you  had  the  duty  of  buying 
sugar — that  is,  raw  sugar? 

Mr.  Jamison.  Yes;  except  probably  in  Mr.  Jarvey's  absence.  He 
and  I  were  the  active  partners,  and  in  his  absence  I  did  it. 

Mr.  Raker.  Mr.  Jarvey  was  simply  an  employee,  was  he  not? 

Mr.  Jamison.  No;  he  was  a  member  of  the  firm,  and  he  retired 
four  years  ago. 

Mr.  Raker.  He  was  a  member  of  the  firm  until  four  years  ago? 

Mr.  Jamison.  Five  years  ago — 1906. 

Mr.  Raker.  Did  you  ever  have  any  discussion  or  talk  that  you 
can  remember  of  in  regard  to  the  reason  that  you  built  your  refinery  ? 
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The  Chairman.  There  is  some  complaint  in  some  parts  of  the 
room  that  the  witness  can  not  be  heard.  I  think,  Judge  Raker,  if 
you  will  raise  your  own  voice  and  speak  a  little  more  distinctly  the 
witness  will  do  likewise. 

Mr.  Kaker.  Did  you  get  that  last  question  ? 
Mr.  Jamison.  No. 

Mr.  Raker.  Do  you  remember  of  any  discussion  of  the  reason  that 
the  Arbuckles  built  their  refinery  at  Brooklyn? 

Mr.  Jamison.  The  American  Sugar  Refining  Co.  had  declined  to 
supply  our  needs  in  the  way  of  sugar  for  packages. 

Mr.  Raker.  What  do  you  mean  by  that?  Just  explain  that  to  the 
committee. 

Mr.  Jamison.  Well,  we  had  been  purchasing  sugars  from  them 
continually,  for  packages,  and  they  finally  notified  us  that  thej> 
would  not  receive  our  orders  any  further,  and  any  further  orders 
from  Arbuckle  Bros,  would  not  be  entertained. 

Mr.  Raker.  There  was  plenty  of  sugar  in  the  market,  was  there 
not? 

Mr.  Jamison.  Oh,  yes;  we  had  no  trouble  in  getting  sugar  after 
that. 

Mr.  Raker.  No.    Before  you  built  your  factory  to  refine  sugar? 

Mr.  Jamison.  We  had  these  machines  to  exploit,  for  one  very  good 
reason. 

Mr.  Raker.  What  difference  would  it  make  that  they  would  not  sell 
you  any  more  sugar?  They  did  not  seel  you  any  sugar,  anyhow,  did 
they,  as  a  matter  of  fact?  They  did  not  deal  with  you  directly,  did 
they  ? 

Mr.  Jamison.  The  American  Sugar  Refining  Co.  dealt  with  us 
directly  when  they  supplied  us  with  sugar. 

Mr.  Raker.  They  were  selling  it  in  the  open  market,  were  they 
not? 

Mr.  Jamison.  Yes;  but  they  declined  to  sell  us  any  further. 

Mr.  RAker.  Who  did  that? 

Mr.  Jamison.  I  have  always  understood  it  was  Mr.  Havemeyer. 

Mr.  Raker.  Who  did  he  put  that  up  to,  as  to  your  firm  ? 

Mr.  Jamison.  It  came  through  a  broker,  I  believe. 

Mr.  Raker.  Throug^h  whom  ? 

Mr.  Jamison.  I  think  it  was  through  a  broker  by  the  name  of 
Taylor.    That  is  my  recollection  of  it. 

Mr.  Raker.  Taylor  did  the  selling? 

Mr.  Jamison,  l^o;  Taylor  is  a  sugar  broker  in  New  York,  and  my 
recollection  is  that  the  word  came  back  from  Mr.  Taylor  that  our 
orders  would  not  be  filled  by  the  American  Sugar  Refining  Co.  for 
any  further  sugar.  .      .    t^  ,         o 

Mr.  Raker.  Who  was  Taylor  representing  ?    Do  you  know  ( 

Mr.  Jamison.  He  was  representing  himself.  It  was  the  firm  of 
Taylor  &  Taube  at  that  time. 

Mr.  Raker.  You  bought  your  sugar,  then,  through  the  broker  and 

not  direct? 

Mr.  Jamison.  No. 

Mr  Raker.  They  sold  it  through  the  broker  and  not  directly  ? 

Mr!  Jamison.  Yes.    They  billed  it  to  us,  simply.    The  broker  acted 
in  his  function  as  a  broker.    They  billed  it  to  us,  as  usual. 
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■   Mr.  Rakee.  And  that  fact  determined  the  question  of  your  going 
into  the  business? 

Mr.  Jamison.  That  was  one  of  the  controlling  reasons. 

Mr.  Raker.  Was  there  any  other  ingredient  involved  in  starting  it? 

Mr.  Jamison.  Well,  we  had  always  been  in  touch  with  the  same 
trade  that  the  sugar  people  were  selling,  and  I  had  understood  for 
years'  that  our  firm  had  considered  going  into  the  sugar  business 
before  that,  but  it  never  had  taken  the  move  or  made  the  move.  We 
had  the  property  and  the  money,  and  that  was  all  that  was  necessary. 

Mr.  Rakee.  What  was  the  size  of  your  plant  when  you  started? 
What  was  its  capacity  in  barrels  per  day  ? 

Mr.  Jamison.  Approximately  about  1,500  barrels. 

Mr.  Rakee.  That  is  when  you  first  started  ? 
«  Mr.  Jamison.  Yes. 

Mr.  Rakee.  When  did  you  next  increase  its  capacity  ? 

Mr.  Jamison.  I  could  not  give  you  the  exact  date,  but  it  was 
within  a  year  or  a  year  and  a  half  probably. 

Mr.  Rakee.  It  was  increased  to  about  what  size  ? 

Mr.  Jamison.  I  think  the  next  amount  was  about  2,500  or  3,000 
barrels. 

Mr.  Rakee.  Can  you  remember  when  that  was? 

Mr.  Jamison.  No ;  I  could  not  give  you  the  date. 

Mr.  Rakee.  When  did  you  next  increase  it  and  to  what  size? 

Mr.  Jamison.  I  should  think  it  was  probably  a  year  later. 

Mr.  Rakee.  And  it  was  then  increased  to  what  capacity  ? 

Mr.  Jamison.  Five  thousand  barrels,  approximately. 

Mr.  Rakee.  Then  you  again  increased  it? 

Mr.  Jamison.  Yes. 

Mr.  Rakee.  To  its  present  capacity? 

Mr.  Jamison.  Yes. 

Mr.  Rakee.  Seven  thousand  five  hundred  barrels? 

Mr.  Jamison.  Yes. 

Mr.  Rakee.  Did  you  have  any  difficulty  in  getting  ra;w  sugar 
to  run  that  factory  ? 

Mr.  Jamison.  None  whatever. 

Mr.  Rakee.  How  did  you  buy  it  ? 

Mr.  Jamison.  It  is  bought  through  raw-sugar  brokers,  from  the 
various  merchants  offering  it. 

Mr.  Rakee.  Have  you  any  record  that  shows  the  cost  of  refining 
sugar  and  placing  it  on  the  market — that  is,  ready  to  ship  from  the 
factory — when  your  factory  had  the  capacity  of  1,500  barrels  a  day? 

Mr.  Jamison.  I  hardly  imagine  that  those  records  would  be  avail- 
able to-day.. 

Mr.  Rakee.  Have  you  any  records  showing  what  the  cost  was  when 
your  factory  had  a  capacity  of  2,500  barrels  a  day? 

Mr.  Jamison.  I  could  not  tell  you  that. 

Mr.  Rakee.  Have  you  any  when  it  was  5,000  barrels  a  day  ? 

Mr.  Jamison.  It  is  possible,  but  I  question  it  very  much. 

Mr.  Rakee.  Did  you  go  into  that  matter  by  virtue  of  an  investiga- 
tion to  know  the  cost  of  refining  the  sugar  and  placing  it  on  the 
market  ? 

Mr.  Jamison.  No  ;  that  was  the  duty  of  the  superintendent  of  the 
refinery. 
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Mr.  Eaker.  You  did  not  take  any  part  in  that  at  all  ? 

Mr.  Jamison.  No. 

Mr.  Raker.  Can  you  tell  us  the  man  who  attended  to  that? 
_  Mr.  Jamison.  Mr.  Stillman  was  the  manager  of  the  refinery  at  that 
time. 

Mr.  Eakeb.  "What  is  his  first  name? 

Mr.  Jamison.  Joseph  F.  Stillman. 

Mr.  Eaker.  Who  is  the  manager  at  the  present  time  ? 

Mr.  Jamison.  J.  W.  Scott. 

Mr.  Eaker.  How  long  has  he  been  in  it  ? 

Mr.  Jamison.  He  has  been  with  us  since  last  January  a  year. 

Mr.  Eaker.  How  long  was  Mr.  Stillman  with  you  ? 

Mr.  Jamison.  He  came  with  us  when  we  were  building  the  refinery. 

Mr.  Eaker.  And  he  quit  a  year  ago  ? 

Mr.  Jamison.  Yes. 

Mr.  Eaker.  Where  is  he  now  ? 

Mr.  Jamison.  I  believe  he  is  with  the  Warner  Co. 

Mr.  Eaker.  Up  in  Michigan? 

Mr.  Jamison.  No;  in  New  York — the  Warner  Sugar  Eefining  Co. 

Mr.  Eaker.  You  do  not  know,  then,  what  it  cost  you  to  refine 
sugar  during  any  of  that  time  ? 

Mr.  Jamison.  I  could  not  give  you  those  figures ;  no. 

Mr.  Eaker.  And  you  cart  not  give  the  amount  of  the  difference 
between  the  price  that  you  paid  for  the  raw  material  and  what  you 
sold  the  finished  product  at? 

Mr.  Jamison.  Do  you  mean  the  difference  between  the  raw  and  the 
refined  ? 

Mr.  Eaker.  Yes. 

Mr.  Jamison.  Well,  that  data  is  very  easily  acquired;  I  have  not 
it  at  hand. 

Mr.  Eaker.  Would  your  books  show  it  ? 

Mr.  Jamison.  Oh,  yes. 

Mr.  Eaker.  Can  you  give  any  estimate  as  to  that  now,  in  any 
particular  year  ? 

Mr.  Jamison.  Well,  I  heard  Mr.  Hardwick  reading  it  off  seventy, 
eighty,  ninety-odd  points  difference  in  the  various  years  this  morning. 

Mr.  Eaker.  You  do  not  keep  track  of  those,  do  you  ?  Do  you  not 
have  separate 

Mr.  Jamison.  Yes;  but  you  asked  if  I  could  give  that  to  you. 
Those  are  what  I  heard  Mr.  Hardwick  reading  this  morning. 

Mr.  Eaker.  That  was  what  it  was,  generally. 

Mr.  Jamison.  That  was  pretty  nearly  accurate,  I  guess. 

Mr.  Eaker.  Would  that  coincide  with  what  yours  was? 

Mr.  Jamison.  It  would  be  pretty  close  to  it. 

Mr.  Eaker.  And  in  case  the  raw  material  was  given,  would  that 
be  the  same  that  you  paid  if  it  was  a  general  statement  from  Willett 
&  Gray? 

Mr.  Jamison.  It  would  not  necessarily  follow  that  that  was  the 
price  we  paid. 

Mr.  Eaker.  That  is  what  I  am  trying  to  get,  you  know. 

Mr.  Dtkman.  That  is  an  approximation. 

Mr.  Eaker.  I  want  it  as  nearly  as  he  can  give  it. 

Mr.  Dykman.  That  would  be  a  dose  approximation. 

Mr.  Jamison.  I  can  give  you  those  figures. 
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Mr.  Eakek.  You  have  them  in  the  office,  in  the  books,  and  you  can 
furnish  a  statement  ? 
Mr.  Jamison.  Yes,  sir. 
Mr.  Eakee.  In  selling  your  sugar  that  you  refine,  where  does  it 

go  to?  ,  ,        T,  1 

Mr.  Jamison.  Our  principal  territory  is  out  through  Pennsyl- 
vania, Ohio,  West  Virginia,  Indiana,  Illinois,  some  little  into  Michi- 
gan 


Mr.  Eaker.  What? 

Mr.  Jamison.  Some  little  into  Michigan,  and  New  York  State. 

Mr.  Eakee.  Very  little  into  Michigan  ? 

Mr.  Jamison.  Not  a  great  deal  into  Michigan. 

Mr.  Eakek.  One  hundred  barrels  a  year  ? 

Mr.  Jamison.  Oh,  yes. 

Mr.  Eakee.  How  many? 

Mr.  Jamison.  I  can  not  tell  you  exactly,  but 

Mr.  Eakee.  A  thousand  barrels? 

Mr.  Jamison.  Yes ;  a  good  deal  more  than  that. 

Mr.  Eaker.  Is  all  of  this  sugar  that  is  sold  from  your  refinery 
sold  by  a  broker  ? 

Mr.  Jamison.  Not  all  of  it. 

Mr.  Eakee.  Well,  practically  all? 

Mr.  Jamison.  Practically  all  of  it  is  sold  by  brokers. 

Mr.  Eaker.  Is  practically  all  of  the  sugar  that  is  sold  from  the 
American  Sugar  Eefining  Co.  sold  by  a  broker  ? 

Mr.  Jamison.  I  should  imagine  so. 

Mr.  Eakee.  Now,  in  regard  to  the  prices  at  which  you  sold  your 
sugar,  do  you  know  how  that  was  arranged?  Do  you  know  how 
he  arranged  the  price  that  you  got  for  your  refined  sugar  ? 

Mr.  Jamison.  I  always  knew  at  the  time  the  price  was  made. 

Mr.  Eakee.  How  did  you  know? 

Mr.  Jamison.  It  was  based  on  the  cost  of  the  raw  material.  That 
was  the  principal  item  that  was  used  in  making  the  price. 

Mr.  Eaker.  If  you  bought  a  number  of  cargoes  of  raw  sugar  and 
manufactured  it ;  if  you  bought  it  cheap  and  refined  it,  and  then  raw 
sugar  went  up,  you  did  not  give  those  people  the  benefit  of  it,  did  you  ? 

Mr.  Jamison.  Not  always. 

Mr.  Eaker.  You  took  the  rise  and  fall  of  the  market? 

Mr.  Jamison.  We  usually  took  the  market  price  for  making  a  basis 
of  calculation. 

Mr.  Eaker.  And  not  the  cost  of  refining  it,  as  compared  to  what  it 
cost  you  in  the  raw  state? 

Mr.  Jamison.  There  might  be  exceptional  cases,  such  as  you  have 
named,  but  that  would  be  rare. 

Mr.  Eakee.  Would  not  that  be  the  universal  way  you  sold  your 
sugar?  If  you  bought  a  carload  or  a  cargo  cheap  and  then  the  raw 
material  rose,  and  in  consequence  the  price  of  the  refined  sugar  rose 
10  or  15  points,  you  would  sell  your  refined  sugar  that  you  had  made 
out  of  this  law  cost  in  the  raw  material,  at  the  same  price  it  was  sell- 
ing at  at  the  time,  as  the  market  then  stood  ? 

Mr.  Jamison.  Certainly. 

Mr.  Eaker.  And  you  did  not  figure  on  the  cost  of  the  raw  material 
as  to  those  sales,  did  you  ? 
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Mr.  Jamison.  But  that  would  be  an  exceptional  case  that  you  have 
just  mentioned. 

Mr.  Raker.  Is  that  exceptional? 

Mr.  Jamison.  I  should  think  it  would  be  exceptional.  The  ordi- 
nary routine  is  simply  to  take  the  market  for  the  raw  sugar  as  the 
basis  for  making  the  selling  price. 

Mr.  Raker.  How  could  we  find  out  just  what  it  costs  you  people  to 
refine  the  raw  material? 

Mr.  Jamison.  We  can  give  you  those  figures.  You  can  see  the 
figures  if  you  will  come  down.  • 

Mr.  Dtkman.  He  is  being  asked  to  make  a  record  liere 

Mr.  Raker.  We  do  not  care  so  much  for  the  record  as  we  do  for 
the  facts. 

Mr.  Dtkman.  There  is  no  objection  to  the  committee  seeing  any- 
thing they  want  to  see,  but  there  is  an  objection  to  having  the  Amer- 
ican Co.  or  the  beet-sugar  people  or  any  of  our  competitors  knowing 
what  we  consider  to  be  our  private  trade  secrets ;  and  the  cost  of  re- 
fining  

The  Chairman.  I  must  beg  your  pardon,  but  I  did  not  hear  the 
question,  and  therefore  I  can  not  understand  the  objection. 

Mr.  Dtkman.  I  would  not  state  it  as  a  formal  objection.  I  under- 
stood the  Congressman  to  ask  where  he  could  get  the  cost  to  us  of 
refining  sugar. 

Mr.  Raker.  Yes. 

Mr.  Dykman.  He  has  asked  Mr.  Jamison  to  furnish  something 
along  that  line,  and  I  hope — and  it  is  not  an  objection,  but  rather  a 
hope — that  the  committee  will  not  ask  Mr.  Jamison  or  any  of  the 
firm  of  Arbuckle  Bros,  to  furnish  the  cost,  because  that  would  be  very 
important  information  to  our  trade  adversaries. 

Mr.  Garrett.  Mr.  Gilmore  gave  himself  a  statement  of  what  the 
cost  was,  did  he  not? 

The  Chairman.  He  said  65  points  would  about  be  it. 

Mr.  Jamison.  Sixty-five  or  sixty-six. 

Mr.  Dtkman.  Sixty-five  or  sixty-six  points.  As  I  remember,  it 
was  65.  Now,  the  Congressman  wants  the  exact  figure  from  year  to 
year. 

Mr.  Raker.  Yes. 

Mr.  Dtkman.  That  is  what  I  hope  the  committee  will  not  ask. 

Mr.  Raker.  The  trouble  is  that  we  have  been  in  that  condition  all 
the  time.  We  have  not  had  any  facts.  When  a  witness  takes  the 
stand,  you  can  go  right  in  and  try  to  dig  up  the  facts,  but  as  he  tes- 
tifies he  generalizes ;  and  that  has  been  the  case  for  10  da,ys,  until  I 
am  getting  a  sort  of  an  idea  that  we  are  not  getting  anything. 

Mr.  Dtkman.  You  are  getting  it  very  close  to  the  cost,  and  there 
would  be  no  objection  to  your  getting  it  all. 

Mr.  Raker.  As  you  state  now  that  is  one  of  the  conditions — it 
must  be— as  to  the  price  that  they  can  afford  to  sell  this  sugar  for 
in  the  market.    Is  not  that  right  ?  „     '      . 

Mr.  Dtkman.  Of  course;  the  cost  of  refining  is  one  of  the  con- 
trolling elements.  .        .  „  i  -j.  ^i  , 

Mr.  Raker.  That  is  the  situation  exactly;  and  it  they  can  make 
us  believe  by  general  statements  that  it  costs  them  so  much,  when 
as  a  matter  of  fact  it  does  not 
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The  Chairman.  Let  me  suggest  this  to  you.  We  have  not  under- 
tafken,  and  have  not  power  to  undertake  to  require  any  memorandum 
or  document  to  be  furnished.  We  can  only  request  it  of  the  witness. 
The  witness  might  say :  "  I  will  take  the  advice  of  my  counsel  on 
that  point."  Then  if  we  were  to  undertake  to  do  it,  unless  it  was  a 
voluntary  proceeding  on  the  part  of  the  witness 

Mr.  Dykman.  I  want  to  save  the  committee  all  that  trouble.  I 
do  not  want  it  to  come  to  that  point  with  the  committee.  I  am  ex- 
pressing the  hope,  rather  than  making  any  legal  objection. 

The  Chairman.  Possibly  we  shall  be  able  to  get  along  without 
that ;  but  of  course  unless  the  witness  consents  voluntarily  to  do  that, 
we  can  not  force  the  testimony.  If  we  were  to  determine,  as  a  mat- 
ter of  right  and  a  matter  of  future  proceeding,  that  we  would  en- 
deavor to  get  that  information,  then  we  would  do  it  in  the  way  laid 
down  by  the  law. 

Mr.  Dtkman.  I  do  not  think  we  will  ever  get  to  that  point.  _ 

The  Chairman.  If  Judge  Kaker  would  like  to  have  that  point  set- 
tled now 

Mr.  Eakee.  Not  right  now.     I  am  willing  to  go  on  a  little  further. 

The  Chairman.  We  can  not  force  that  evidence  in  that  way. 

Mr.  Eaker.  I  appreciate  that. 

The  Chairman.  So  you  had  better  bring  it  up  later. 

Mr.  Eaker.  The  witness  seems  very  frank  to  me. 

Mr.  Jamison.  I  am  very  willing  to  testify. 

The  Chairman.  Before  it  is  settled,  if  Mr.  Dykman  wants  to  be 
heard ;  he  would  probably  have  the  right  to  submit  some  remarks 
on  that  question  if  he  thinks  it  would  injure  his  client. 

Mr.  Eakee.  But  do  you  not  think  before  we  get  through  that  is 
one  of  the  things  we  must  have  if  we  can  get  it  ? 

The  Chairman.  If  you  want  my  opinion 

Mr.  Eaker.  Yes. 

The  Chairman.  If  you  want  my  opinion,  there  is  a  good  deal 
that  could  be  said  on  both  sides  of  it,  and  I  think  if  that  question  is 
raised  later  we  had  better  settle  -it  in  executive  session  and  send  a 
subpoena  for  it. 

Mr.  Eaker.  I  see. 

The  Chairman.  In  a  number  of  instances  that  has  been  done 
where  witnesses  have  expressed  full  willingness  to  do  it. 

Mr.  Eaker.  The  witness  is  pretty  frank. 

The  Chairman.  I  did  not  mean  to  imply  that  he  was  not;  but 
his  counsel  seemed  to  think  that  this  was  improper. 

Mr.  Madison.  It  is  probably  directly  within  the  purview  of  our 
investigation,  if  I  may  express  my  own  opinion,  because  we  are 
asked  to  make  certain  findings  with  regard  to  prices  to  the  con- 
sumer ;  and  of  course  one  of  the  most  elemental  things  that  we  must 
find  in  determining  whether  or  not  the  consumer  has  been  imposed 
upon  is  the  cost  of  production  in  this  country,  at  least  under  all 
circumstances;  but  I  think  the  desire  of  all  the  members  of  the 
committee  would  be  to  avoid  embarrassment  just  as  much  as  possi- 
ble. I  think  the  chairman  has  expressed,  rather  directly,  the  senti- 
ment of  the  committee;  that  is,  that  probably  something  could  be 
said  on  both  sides,  and  that  we  want  to  be  fair  in  considering  it. 
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Mr.  Dykman.  I  hope  the  committee  will  consider  our  peculiar 
position.  We  are  between  the  devil  and  the  deep  sea.  You  can 
call  the  American  either  one  you  want  to,  and  the  beet  sugar  people 
the  other.  Distribute  the  honors  in  any  way  the  committee  thinks 
they  ought  to  be  awarded. 

The  Chairman.  If  you  will  pardon  me,  Judge,  I  think  we  might 
as  well  hear  briefly  from  Mr.  Dykman  on  the  question  now  a?  to 
whether  or  not  they  ought  to  be  required 

Mr.  Dykman;  I  would  very  much  rather  defer  that  and  go  on 
with  the  examination,  and  get  away  this  afternoon.  I  do  not  want 
to  make  any  extended  argument. 

The  Chairman.  Do  you  want  to  submit  a  written  brief  on  it? 

Mr.  Dykman.  Yes;  after  consultation.  I  have  not  had  any  op^ 
portunity  to  consult  about  it.  We  have  not  come  here  prepared 
to  raise  objections.  We  have  come  to  give  what  evidence  we  can^ 
without  any  idea  of  raising  objections.  I  would  rather  defer  that 
until  I  can  consult  with  Mr.  Jamison.  There  may  be  some  differ- 
ence between  us.  I  may  not  be  representing  his  idea  in  the  matter, 
and  I  ask  that  he  be  excused  from  that. 

The  Chairman.  On  that  particular  line? 

Mr.  Dykman.  Yes.     We  may  be  willing  to  give  it. 

Mr.  Raker.  If  we  get  through  generally  with  the  witness  ana 
then  the  matter  is  undisposed  of  and  we  eventually  determine  that 
we  ought  to  have  it  and  that  under  the  resolution  it  is  our  duty 
to  go  into  it,  it  will  necessitate  bringing  Mr.  Jamison  back  again. 

Mr.  Jamison.  I  will  take  my  chances  on  that. 

Mr.  Raker.  All  right ;  that  is  perfectly  satisfactory  to  me,  then. 

Mr.  Jamison.  Any  time  you  want  me,  I  will  come. 

The  Chairman.  Proceed,  then. 

Mr.  Raker.  In  buying  the  raw  material,  then,  it  is  practically 
bought  in  the  open  market? 

Mr.  Jamison.  In  the  open  market. 

Mr.  Raker.  Is  there  not  a  company,  or  an  aggregation  of  men^ — 
call  it  anything  you  want  to,  by  a  nice  name — who  handle  the  buy- 
ing of  the  raw  material ;  the  raw-sugar  brokers  ? 

Mr.  Jamison.  There  is  not  any  combination  that  I  know  of. 

Mr.  Raker.  I  did  not  say  there  was  any  combination,  you  know. 
I  left  that  out. 

Mr.  Jamison.  Any  term  you  choose. 

Mr.  Dykman.  You  are  avoiding  any  statutory  phrase. 
Mr.  Raker.  That  is  what  I  am  trying  to  do.     Do  not  the  rawi- 
sugar  brokers  handle  that? 

Mr.  Jamison.  The  raw-sugar  brokers  handle  raw  sugar.  Yes; 
that  is  their  business. 

Mr.  Raker.  And  practically  nothing  else? 

Mr.  Jamison.  Correct. 

Mr.  Raker.  And  in  the  same  way  you  spoke  about  selling  the  re- 
fined sugar.     There  are  refined-sugar  brokers? 

Mr.  Jamison.  Yes. 

Mr.  Raker.  And  they  practically  sell  all  the  sugar  that  you  people 
manufacture  ? 

Mr.  Jamison.  Yes;  practically^ 

Mr.  Raker.  And  as  you  understand  it,  it  is  the  same  with  relation 
to  the  American  Sugar  Refining  Co.'s  output? 
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Mr.  Jamison.  I  so  understand  it;  yes. 

Mr.  Eakee.  As  well  as  the  National? 

Mr.  Jamison.  Yes. 

Mr.  Eakee.  And  the  Revere?     Or  the  Eevere  is  the  National ? 

Mr.  Jamison.  No. 

Mr.  Eakee.  That  is  about  right,  is  it  not? 

Mr.  Jamison.  The  National,  the  Federal,  and  the  Warners  are  all 
the  same. 

Mr.  Eaker.  Now,  Mr.  Jamison,  of  course  I  do  not  hesitate  in  ad- 
mitting some  things  myself,  but  I  claim  to  have  just  ordinary  horse 
sense  in  these  matters.  I  do  not  understand  this  brokerage  business, 
and  I  know  that  the  country  does  not.  I  am  assuming  that,  I  myself 
not  understanding  it,  after  giving  it  some  thought  and  attention. 
You  have  had  a  good  deal  of  experience  in  this  matter.  Now,  these 
men  handle  this  business.  Will  you  just  explain  to  the  committee 
how  it  is  done  in  as  clear  a  manner  as  you  can,  knowing  it  as  thor- 
oughly as  you  do? 

Mr.  Jamison.  The  refined-sugar  brokers  are  simply  brokers,  plain 
and  simple,  who  act  for  the  buyer  in  placing  the  orders  for  whatever 
sugars  he  may  want.     That  is  all  there  is  to  it. 

Mr.  Eakee.  It  is  just  as  simple  as  that? 

Mr.  Jamison.  Just  as  plain  as  that. 

Mr.  Eakee.  And  it  is  just  as  simple  as  that  on  raw  sugar,  too? 

Mr.  Jamison.  It  is  just  as  simple  as  that  on  raw  sugar,  too.  They 
simply  offer  the  sugars  and  sell  them  whenever  they  can. 

Mr.  Eakee.  This  broker  business,  then,  is  more  of  a  myth  than  a 
reality,  is  it  not? 

Mr.  Jamison.  I  had  not  supposed  there  was  any  myth  about  it.  It 
is  simple. 

Mr.  Eakee.  Yes;  it  has  a  sort  of  a  hazy  sound  to  the  public  gen- 
erally. 

Mr.  Jamison.  It  is  just  as  simple  at  A,  B,  C. 

Mr.  Eakee.  If  it  is  as  simple  as  that,  does  it  not  look  easy  that 
the  men  who  are  in  the  broker  business  could  easily  get  together  and 
liandle  the  sugar  business  themselves? 

Mr.  Jamison.  No;  because  we  would  not  sell  them. 

Mr.  Eakee.  Why? 

Mr.  Jamison.  We  would  have  to  sell  them  for  a  name,  in  all  prob- 
ability, and  we  would  not  do  that.  We  choose  our  customers.  If  a 
broker  made  a  purchase  of  sugar,  he  would  have  to  buy  it  for  a  name, 
in  all  probability,  and  he  would  become  a  competitor  with  us  when 
he  had  to  dispose  of  it ;  and  for  that  reason  we  would  not  sell. 

Mr.  Eakee.  These  men  are  thoroughly  posted  upon  the  markets, 
and  they  must  have  a  direct  interlacing  way  of  doing  business,  so 
that  they  know  exactly  what  each  one  is  selling  at,  do  they  not? 

Mr.  Jamison.  They  are  right  on  the  market  all  the  time. 

Mr.  Eakee.  And  as  you  people  handle  this  sugar  business,  if  one 
goes  up  the  other  goes  up,  and  if  one  comes  down  the  other  comes 
down.     It  has  been  so  for  the  last  five  yeai*s? 

Mr.  Jamison.  That  is  usually  so,  so  far  as  the  posted  rates  go. 

Mr.  Eakee.  What  is  that? 

Mr.  Jamison.  That  is  usually  so,  so  far  as  posted  rates  go. 

Mr.  Eakee.  I  did  not  quite  understand  that.    ' 
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Mr.  Jamison.  I  say  that  is  usually  so,  so  far  as  the  public  fig- 
ures go. 

Mr.  Raker.  Is  there  anything  outside  that  the  public  does  not  get 
hold  of? 

Mr.  Jamison.  It  would  naturally  follow  that  sugars  may  be  sold 
at  other  prices  than  the  posted  rates  ? 

Mr.  Raker.  Do  you  think  they  are? 

Mr.  Jamison.  I  know  they  are. 

Mr.  Raker.  Just  explain  that  to  us,  will  you  ? 

Mr.  Jamison.  For  instance,  if  any  one  of  the  refiners  should  make 
a  change,  an  advance,  in  his  price,  he  would  continue,  in  all  prob- 
ability, taking  orders  for  sugar  at  the  old  price  until  he  had  what 
he  considered  a  sufficient  amount.  Some  of  them  might  run  for  a 
day,  24  hours.  Some  of  them  might  run  48  hours,  until  they  con- 
sidered that  they  had  their  quota.  If  they  had  a  stock  of  goods  that 
they  wanted  to  get  rid  of,  they  would  equalize  conditions. 

Mr.  Raker.  You  people  are  not  affected  in  any  way  by  the  sugar- 
beet  industry  in  the  West,  are  you?  Leave  out  Michigan  to  start 
with.    I  mean  out  in  Utah,  Colorado,  and  California. 

Mr.  Jamison.  We  are  only  affected  so  far  as  they  come  East  to 
interfere  with  the  distribution  of  sugar  in  the  fall  and  spring.  They 
come  pretty  well  East. 

Mr.  Raker.  Are  you  in  anywise  affected  by  the  cane-sugar  people 
in  Louisiana  and  Texas  so  far  as  prices  are  concerned  ? 

Mr.  Jamison.  We  are  a  competitor  with  New  Orleans. 

Mr.  Raker.  To  what  territory? 

Mr.  Jamison.  Chicago  is  the  principal  point. 

Mr.  Raker.  The  Louisiana  cane  sugar  goes  to  Chicago? 

Mr.  Jamison.  Yes;  at  times. 

Mr.  Raker.  There  is  not  much,  though,  is  there? 

Mr.  Jamison.  I  think  the  rate  is  the  same  to  both  points.  Cin- 
cinnati  

Mr.  Raker.  Michigan  sugar,  you  say,  competes  with  yours  in  New 
York? 

Mr.  Jamison.  Yes;  the  Michigan  sugar  has  been  down  to  New 
York  State  and  all  through  there.  I  has  interfered  with  us  very 
largely  in  sales  in  Ohio  and  Pennsylvania. 

Mr.  Raker.  And  West  Virginia? 

Mr.  Jamison.  Yes. 

Mr.  Raker.  How  would  it  affect  you  if  there  was  no  tax  on  the 
importation  of  sugar — ^raw  sugar? 

Mr.  Jamison.  I  think  it  would  enable  us  to  run  more  constantly. 

Mr.  Raker.  What  do  you  mean  by  that,  now  ? 

Mr.  Jamison.  To  keep  up  the  capacity. 

Mr.  Raker.  Will  you  explain  it? 

Mr.  Jamison.  I  mean  we  would  be  able  to  sell  more  sugar. 

Mr.  Raker.  Do  you  not  have  a  supply  all  the  time? 

Mr.  Jamison.  Well,  we  are  not  able  to  run  full  at  all  times. 

Mr.  Raker.  Because  of  the  way  raw  sugar  is  shipped  into  the 
United  States? 

Mr.  Jamison.  Oh,  no;  on  account  of  the  beet  product.  If  there 
was  no  duty,  I  do  not  think  the  beet  would  be  so  prosperous,  and  we 
would  probably  sell  more  sugar.  If  the  duty  was  removed,  I  mean 
to  say. 
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Mr.  Eakek.  Suppose  the  duty  was  taken  off.  Where  would  the 
beet-sugar  man  land? 

Mr.  Jamison.  Some  of  them,  I  suppose,  would  still  be  able  to  com- 
pete.    Others  would  have  to 

Mr.  Rakee.  Have  you  investigated  that  subject  so  as  to  be  able 
to  inform  the  committee  on  it  from  a  fairly  close  analysis  of  the 
matter  ? 

Mr.  Jamison.  No  ;  I  hardly  think  I  could  give  you  much  informa- 
tion on  that  subject. 

Mr.  Raker.  You  are  not  prepared  to  give  us  any? 

Mr.  Jamison.  No. 

Mr.  Raker.  You  do  not  know  whether  that  is  simply  a  clear  bonus 
or  not,  and  whether  or  not  they  could  get  along  just  as  well  without 
it  as  with  it,  do  you  ? 

Mr.  Jamison.  I  do  not  think  they  could. 

Mr.  Rakee.  You  do  not  think  they  could  ? 

Mr.  Jamison.  No,  sir. 

Mr.  Rakee.  Have  you  anything  on  which  you  could  base  that 
statement?  I  am  seeking  information.  Of  course  several  men  have 
said  so,  but  when  you  get  right  down  to  asking  them  to  expla,in  it, 
they  say  "  You  can  not  do  it  because  you  can  not."  That  may  be  a 
good  explanation,  but  it  never  appeals  to  me  very  strongly. 

Mr.  Jamison.  I  do  not  think  I  could  give  any  information  that 
would  be  authentic  or  that  would  help  the  committee  in  any  way, 

Mr.  Rakee.  Then  we  shall  have  to  leave  it  at  that.  Do  you  know 
anybody  that  could  ? 

Mr.  Jamison.  I  guess  a  good  many  beet-sugar  men  would  be  able 
to  give  you  all  the  inside  information  you  want. 

Mr.  Rakee.  But  that  comes  from  an  interested  source,  you  know. 
I  wanted  some  one  who  had  made  a  study  of  the  sugar  business,  but 
was  not  interested  in  that  particular  line. 

Mr.  Jamison.  Well,  we  certainly  believe  that  they  do  not  need  the 
protection  that  they  have  to-day. 

Mr.  Raker.  Well,  from  your  investigation  and  analysis  of  the 
subject,  from  a  clean-cut  business  point  of  view,  considering  not  only 
the  manufacturer  but  the  consumer — and  I  think  both  of  them  ought 
to  be  treated  fairly — with  that  idea  in  view,  what  would  you  think 
would  be  a  fair  compensation  ? 

Mr.  Jamison.  I  think  there  should  be  a  cent  a  pound  taken  off  at 
the  present  time  at  least ;  and  later 

Mr.  Rakee.  A  little  more  ? 

Mr.  Jamison.  Yes ;  until  it  is  entirely  removed. 

Mr.  Rakee.  Can  the  sugar-beet  men  come  back  and  say  that  you 
make  this  statement  because  you  are  not  interested  in  the  beet-sugar 
industry,  and  therefore  are  prejudiced  against  them? 

Mr.  Jamison.  I  do  not  think  that  would  be  the  correct  way  of 
putting  it. 

Mr.  Rakee.  I  put  it  strongly,  in  that  way,  so  as  to  give  you  a 
chance  to  explain  it.    That  is  the  reason  I  do  that. 

Mr.  Jamison.  An  industry  that  does  not  promise  to  be  able  to  take 
care  of  itself,  as  I  have  gathered  from  them  they  would  not  be,  with 
free  sugar,  is  not  worthy  of  saddling  on  the  American  people  to  the 
extent  of  the  enormous  amount  they  have  to  pay  in  the  way  of  duties. 
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Mr.  Eakee.  You  mean,  then,  that  the  American  consumer  is  pay- 
ing entirely  too  much  of  giving  a  few  men  an  opportunity  to  be  en- 
gaged in  one  small  business  ? 

Mr.  Jamison.  That  is  exactly  it. 

Mr.  Rakee.  Do  I  use  that  word  offensively  in  any  way  ? 

Mr.  Jamison.  No. 

Mr.  Eakee.  Is  it  small  compared  to  the  amount  of  sugar  produced 
and  used  ?       ' 

Mr.  Jamison.  About  450,000  tons,  approximately,  I  guess. 

Mr.  Eakee.  Mr.  Chairman,  I  think  I  will  let  you  take  the  witness. 

The  Chairman.  Does  some  other  member  of  the  committee  desire 
to  take  up  the  examination  of  this  witness? 

Mr.  SuLZEE.  I  would  like  to  ask  a  few  questions. 

The  Chairman.  Mr.  Sulzer. 

Mr.  Stilzee.  How  long  have  Arbuckle  Bros,  been  engaged  in  the 
manufacture  of  sugar  ? 

Mr.  Jamison.  Since  1898. 

Mr.  Stilzee.  What  is  your  product  annually,  about? 

Mr.  Jamison.  Our  capacity  is  about  7,500  barrels  a  day. 

Mr.  Stjlzee.  How  does  that  compare  with  the  American  Sugar 
Eefining  Co.  ? 

Mr.  Jamison.  Oh,  it  is  only  a  very  small  proportion  of  theirs. 

Mr.  Stjlzee.  How  does  it  compare  with  the  National  Sugar  Refinr 
ingCo.? 

Mr.  Jamison.  It  is  less  than  the  National's.  '■ 

Mr.  SiTLZEE.  You  come  in  about  third  or  fourth  as  sugar  manu- 
facturers in  the  United  States  ? 

Mr.  Jamison.  Third,  I  should  say,  in  the  East. 

Mr.  SuiiZEE.  Where  is  your  factory  ? 

Mr.  Jamison.  In  Brooklyn,  on  the  North  Eiver,  right  above  the 
Brooklyn  Bridge. 

Mr.  Dtkman.  The  East  Eiver. 

Mr.  Jamison.  The  East  Eiver,  I  should  say. 

Mr.  SiTLZEE.  Where  are  your  terminals? 

Mr.  Jamison.  They  are  located  a  couple  of  blocks  above,  on  the 
river  front. 

Mr.  Stjlzee.  Have  you  ever  had  any  difficulty  with  the  American 
Sugar  Eefining  Co.  regarding  terminal -facilities  in  New  York? 

Mr.  Jamison.  With  the  American  Sugar  Eefining  Co.  ? 

Mr.  Stjlzee.  Yes. 

Mr.  Jamison.  No. 

Mr.  Stjlzee.  Have  you  ever  had  any  trouble  with  any  other  of  your 
competitors  regarding  terminal  facilities  in  the  city  of  New  York  ? 

Mr.  Jamison.  Some  of  our  competitors  have  made  trouble  with  us. 

Mr.  Sulzer.  That  is  what  I  refer  to. 

Mr.  Jamison.  Yes. 

Mr.  Dykman.  They  have  their  own  terminals. 

Mr.  Stjlzee.  I  understand ;  but  they  have  had  trouble  with  others  ? 

Mr.  Jamison.  Yes. 

Mr.  Sulzer.  Tell  us  about  that  Mr.  Jamison. 

Mr.  Jamison.  We  have  a  terminal  under  the  name  of  the  Jay 
Street  terminal.  It  is  a  separate  firm  from  Arbuckle  Bros.,  and  is 
composed  of  the  same  partners,  Mr.  Arbuckle  and  myself.     It  is 
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located  several  blocks  from  the  sugar  refinery.  The  Federal  Sugar 
Refining  Co.  made  a  complaint  against  the  trunk  line,  to  the  effect 
that  virtually  because  the  partners  were  the  same  in  the  two  firms 
that  the  Jay  Street  terminal  was  carrying — or,  virtually,  Arbuckle 
Bros.,  as  they  called  it,  were  carrying  their  own  sugars  for  which 
they  were  paid  by  the  railroad  companies  as  a  public  institution. 
The  case  is  now,  or  was,  before  the  Interstate  Commerce  Court,  in 
which  their  finding  was  in  our  favor.  I  believe  it  is  now  before  the 
Supreme  Court. 

Mr.  St7lzer.  Have  you  had  any  other  trouble? 

Mr.  Jamison.  None  but  that. 

Mr.  Sttlzee.  No  trouble  regarding  your  shipping  facilities? 

Mr.  Jamison.  I  do  not  believe  I  quite  understand  you.  In  what 
way  do  you  mean  trouble  in  shipping  facilities  ? 

Mr.  SuLZEE.  You  own  your  own  barges,  do  you  not  ? 

Mr.  Jamison.  Oh,  yes;  our  entire  equipment. 

Mr.  SuLZEE.  And  you  bring  raw  sugar  right  to  your  terminal  ? 

Mr.  Jamison.  No.  It  has  nothing  to  do  with  raw  sugar.  It  is 
aAvay  from  the  refinery  entirely.  It  is  simply  a  railway  proposition, 
where  we  act  as  the  agents  for  the  trunk  line,  the  steamships,  and  all 
the  other  public  carriers  around  the  harbor  of  New  York. 

Mr.  SuLZEE.  In  other  words,  you  are  equipped  to  dispose  of  jonr 
product  just  about  the  same  as  the  American  Sugar  Refining  Co.? 

Mr.  Jamison.  They  have  not  any  such  equipment,  as  I  understand 
it. 

Mr.  SuLZER.  What  I  am  trying  to  get  at  is  what  difficulty  you 
have  that  the  American  Sugar  Refining  Co.  does  not  have  in  dis- 
posing of  your  product. 

Mr.  Jahtson.  Well,  the  difference  is  this:  That  the  American 
Sugar  Refining  Co.  do  not  own  their  terminal.  It  is  owned,  I  be- 
lieve, b}'  an  outside  company,  the  Eastern  District  Terminal  Co., 
which  is  enlirely  separate  from  the  American  Sugar  Refining  Co., 
and  I  do  not  believe  the  American  Sugar  Refining  Co.  have  any 
interest  in  it.  At  least  that  was  the  testimony,  I  believe,  before  the 
Interstate.  We  are  different  from  that.  We  have  one  right  along- 
side, and  the  same  principals  are  the  principals  in  both. 

Mr.  SinvZEB.  Do  you  get  the  same  rates  on  the  railroads  ? 

Mr.  Jamison.  Oh,  yes. 

Mr.  StHLzER.  The  same  rates? 

Mr.  Jamison.  Yes. 

Mr.  SuLZEE.  So  you  have  every  advantage,  so  far  as  you  know 

Mr.  Jamison.  Yes. 

Mr.  SuLZEE.  That  the  American  Sugar  Refining  Co.  has? 

Mr.  Jamison.  I  think  so. 

Mr.  SuLZER.  Or  any  other  company  manufacturing  and  producing 
sugar? 

Mr.  Jamison.  Yes,  sir. 

Mr.  Sni.zEE.  You  can  manufacture  it  and  produce  it  just  as  cheap 
as  any  other  concern  in  the  country? 

Mr.  Ja-iiison.  I  should  think  we  ought  to  be  able  to.  . 

Mr.  Sdi,zee.  Have  your  prices  for  manufacture.!  sugar  differed 
any  from  the  prices  of  the  American  Sugar  Refining  Co.  ? 

Mr.  Jamison.  At  times  they  do. 

Mr.  SuLZER.  How  much  have  they  differed  in  any 'one  year? 
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Mr.  Jamison.  It  might  be  5  or  10  or  20  points,  just  as  the  occasion 
happened. 

Mr.  SuLZER.  What  year  was  it  as  much  as  20  points  ? 

Mr.  Jamison.  I  should  imagine  that  was  in  1903  or  1904.  1903,  I 
should  Hiink — 20  or  25  points. 

Mr.  SuLzEK.  Has  it  ever  been  more  than  that  ? 

Mr.  Jamison.  I  do  not  know  that  it  has. 

Mr.  SuLzER.  What  is  it  now  ? 

Mr.  Jamison.  The  prices  are  virtually  the  same. 

Mr.  SuLZER.  How  long  have  they  been  virtually  the  same  ? 

Mr.  Jamison.  Oh,  quite  some  time.  I  can  not  give  it  to  yoa 
exactly. 

Mr.  Stjlzer.  You  get  your  raw  sugars  from  Cuba,  principally,  do 
you  not? 

Mr.  Jamison.  Principally. 

Mr.  Stjlzer.  Do  you  get  them  from  any  other  country  ? 

Mr.  Jamison.  Java.  We  handle  a  good  many  Louisiana  sugars 
during  the  season. 

Mr.  Stjlzer.  Do  you  own  sugar  lands  in  Cuba? 

Mr.  Jamison.  None  whatever. 

Ml'.  SuLzER.  Or  in  any  other  part  of  the  world  ? 

Mr.  Jamison.  No. 

Mr.  SuLZER.  Do  you  buy  the  raw  sugar  in  New  York,  or  do  you 
buy  it  in 

Mr.  Jamison.  In  New  York. 

Mr.  Stjlzer.  You  buy  it  all  in  New  York  ? 

Mr.  Jamison.  Yes. 

Mr.  Stjlzer.  You  do  not  buy  any  in  Cuba  ? 

Mr.  Jamison.  No. 

Mr.  Stjlzer.  Or  Java? 

Mr,  Jamison.  No. 

Mr.  Stjlzer.  Or  in  Louisiana  ? 

Mr.  Jamison.  No.  We  have  bought  at  times  odd  lots  in  Louisiana, 
but  that  is  very  rare. 

Mr.  Stjlzer.  When  these  raw  sugars  reach  New  York  they  are 
put  on  the  wharf  at  the  dock,  and  how  long  are  they  allowed  to  re- 
main on  the  wharf  in  New  York  City  as  a  general  thing?  Twenty- 
four  hours? 

Mr.  Jamison.  They  usually  go  right  to  our  own  wharves. 

Mr.  Stjlzer.  Yours  do? 

Mr.  Jamison.  Yes. 

Mr.  Stjlzer.  You  take  yours  as  soon  as  you  can  to  your  own 
wharves? 

Mr.  Jamison.  Yes,  sir.  In  conditions  other  than  that  they  are 
loaded  on  lighters  and  brought  there  as  soon  as  they  can  be. 

Mr.  SuLZER.  If  you  buy  your  sugars  in  New  York,  do  you  buy 
them  through  brokers?  • 

Mr.  Jamison.  Yes,  sir. 

Mr.  Stjlzer.  You  have  no  difficulties  in  getting  any  privileges  that 
anybody  else  can  get  at  New  York  City  ? 

Mr.  Jamison.  None. 

Mr.  Stjlzer.  Have  you  ever  had  any  relation,  directly  or  indirectly, 
with  the  American  Sugar  Eefining  Co.  about  the  sale  of  sugar  ? 

Mr.  Jamison.  Nothing. 
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Mr.  SuLZER.  Or  the  National  Sugar  Eefining  Co.  ? 

Mr.  Jamison.  No,  sir. 

Mr.  SuLZER.  Or  the  American  Beet  Sugar  Co.  ? 

Mr.  Jamison.  No,  sir. 

Mr.  Stjlzee.  Or  any  other  company? 

Mr.  Jamison.  No,  sir. 

Mr.  SuLZER.  Have  you  ever  had  any  arrangement  with  any  of 
these  companies  regarding  traffic  rates  ? 

Mr.  Jamison.  No,  sir. 

Mr.  SuLZER.  Have  you  ever  had  any  agreement,  directly  or  indi- 
rectly, or  any  understanding,  directly  or  indirectly,  with  railroads 
regarding  transportation  rates  ? 

Mr.  Jamison.  What  do  you  mean  ?    How  do  you  mean  by  that  ? 

Mr.  SuLZEB.  Freight  rates. 

Mr.  Jamison.  I  do  not  quite  gather  the  import  of  your  question. 

Mr.  Stjlzer.  Have  you  ever  had  any  understanding  or  agreement, 
express  or  implied,  direct  or  indirct,  with  any  of  the  transportation 
companies  regarding  freight  rates  ? 

Mr.  Jamison.  Why,  I  do  not  know  but  we  have  at  various  times. 

Mr.  Stjlzer.  Have  you  now? 

Mr.  Jamison.  No. 

Mr.  Stjlzer.  When  was  that  discontinued  ? 

Mr.  Jamison.  Well,  the  only  time  I  recollect  of  having  anything 
of  that  kind  was  when — I  think  it  was  last  December  a  year,  probably, 
and  then  we  had  no  understanding ;  but  the  Illinois  Central  was  cut- 
ting rates  into  the  Central  States  very  largely,  and  some  of  the  trunk 
lines  in  New  York  were  very  much  interested  because  any  shipments 
of  sugar  from  New  Orleans  into  that  territory,  of  course,  cut  them 
out  of  their  through  rate,  and  some  of  them  were  willing  to  make  a 
rate  to  meet  that.    It  was  a  public  tariff,  j&led,  in  every  respect. 

Mr.  StiLZER.  How  is  that  ? 

Mr.  Jamison.  It  was  a  public  tariff,  filed  regularly.  That  is  the 
only  understanding  that  I  know  of,  and  we  simply  went  in  and  named 
a  rate  into  the  territory  by  taking  that  rate  and  absorbing  5  or  10 
points,  as  the  case  may  have  been,  so  as  to  be  able  to  compete. 

Mr.  SuLZER.  Compete  with  whom  ? 

Mr.  Jamison.  The  American  Refinery  in  New  Orleans. 

Mr.  Strr.zER.  Did  you  ever  get  any  rebates  on  your  shipments  from 
the  railroad  ? 

Mr.  Jamison.  I  suppose  we  did  when  everybody  else  did. 

Mr.  Stjlzer.  You  have  had  a  good  deal  of  trouble  about  it  in  past 
years? 

Mr.  Jamison.  We  never  had  any  trouble. 

Mr.  SuiJzER.  In  the  way  of  discriminations  between  your  shipments 
and  the  American  Sugar  Refining  Co.  shipments  ? 

Mr.  Jamison.  We  never  had  any  trouble. 

Mr.  SuLZER.  You  think  you  have  always  received  the  same  treat- 
ment from  the  railroad  companies  that  your  competitors  have  re- 
ceived ? 

Mr.  Jamison.  Well,  we  have  been  very  energetic  in  seeing  that  we 
would  get  the  same. 

Mr.  Stjlzer.  Do  you  know,  as  a  matter  of  fact,  that  you  have 
always  had  the  same  treatment,  the  same  rates,  the  same  rights,  and 
the  same  rebates  ? 
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Mr.  Jamison.  I  believe  as  a  rule  we  have  fared  about  the  same 
as  the  others. 

Mr.  SuLZER.  As  a  matter  of  fact,  as  a  sugar  producer  in  the  United 
States  you  have  no  complaint  to  make  from  any  source  whatever? 

Mr.  Jamison.  Yes ;  I  complain  of  the  tariff,  and  that  is  rather  an 
unusual  procedure  from  a  manufacturer. 

Mr.  SuLZEE.  I  am  very  glad  to  hear  that ;  but  other  than  the  tariff 
you  are  satisfied,  as  a  manufacturer  of  sugar,  with  the  existing  con- 
dition of  affairs? 

Mr.  Jamison.  Barring  that  I  do  not  see  any  particular  reason  to 
complain.  There  might  be  a  little  larger  profit,  but  we  have  to  be 
satisfied  with  what  we  get. 

Mr.  SuLZEE.  I  understood  you  to  say  that  you  believed  the  tariff 
on  raw  sugar  should  be  materially  reduced  ? 

Mr.  Jamison.  Yes. 

Mr.  SuLZEE.  Just  to  what  extent,  in  your  judgment,  should  it  be 
reduced  ? 

Mr.  Jamison.  I  should  think  it  should  certainly  be  reduced  1  cent 
a  pound. 

Mr.  SmLZEE.  One  cent  a  pound? 

Mr.  Jamison.  Yes. 

Mr.  SuLZEE.  If  it  were  reduced  by  legislation  1  cent  a  pound  what, 
in  your  opinion,  would  be  the  result  ? 

Mr.  Jamison.  Well,  I  think  it  would  confine  the  sale  of  beets  very 
largely  into  their  own  territory,  instead  of  permitting  them  to  absorb 
freight  rates  and  sell  their  product  about  10  or  20  points  under  the 
eastern  granulated  coming  into  this  territory.  It  costs  them  any; 
where  from  half  a  cent  to  three-quarters  of  a  cent  per  pound  freight 
to  get  it  here. 

Mr.  Stjlzee.  If  the  duty  were  reduced  1  cent  a  pound  upon  raw 
sugar,  how  much  would  the  price  to  the  consumer  be  reduced  on 
manufactured  sugar? 

Mr.  Jamison.  I  think  the  consumer  would  get  the  benefit  of  most 
of  the  reduction,  if  not  all. 

The  Chairman.  If  not  all,  or  not  all  ? 

Mr.  Jamison.  If  not  all. 

Mr.  SuLZEE.  Do  you  think  the  differential  should  be  eliminated  ? 

Mr.  Jamison.  I  would  rather  see  it  eliminated  than  conditions  as 
they  are  now. 

Mr.  SuLZEE.  If  the  differential  were  eliminated,  what  would  the 
result  be,  in  your  opinion  ? 

Mr.  Jamison.  It  would  simply  wipe  out  the  7^  points  protection 
that  you  have  to-day  against  the  European  granulated. 

Mr.  SuLZEE.  Do  you  manufacture  any  other  sugar  than  granulated 
sugar  now  ? 

Mr.  Jamison.  Oh,  yes;  we  manufacture  a  full  line  of  everything 
except  dominoes. 

Mr.  SuLZER.  Below  16  Dutch  standard  ? 

Mr.  Jamison.  Everything  except  dominoes  in  the  refining  line. 

Mr.  SuLZEE.  You  do  not  manufacture  any  sugars  below  the 
standard  ? 

Mr.  Jamison.  We  do  not  manufacture  anything  under  No.  16,  low- 
grade  soft  sugar. 
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Mr.  SuLZEE.  Suppose  the  16  Dutch  standard  was  eliminated,  what 
would  the  result  be  ? 

Mr.  Jamison.  It  would  not  make  very  much  difference. 

Mr.  SuLZEE.  Would  not  those  brown  sugars  from  Cuba  come  intoi 
the  market? 

Mr.  Jamison.  Some  of  them  might,  but  I  do  not  think  it  would 
make  very  much  difference. 

Mr.  SuLZEE.  Those  are  good  sugars — those  brown  sugars? 

Mr.  Jamison.  Yes;  but  I  do  not  think  you  would  want  to  use 
them. 

Mr.  SuLZEE.  I  used  to  use  them  when  I  was  a  boy  on  the  farm. 

Mr.  Jamison.  I  do  not  think  so. 

Mr.  Stjlzeb.  And  they  tasted  very  good  to  me. 

Mr.  Jamison.  There  is  some  difference. 

Mr.  Stjlzeb.  But  those  sugars  could  come  into  the  market,  could 
they  not,  if  the  Dutch  standard  was  eliminated? 

Mr.  Jamison.  Possibly  some  might  come  in. 

Mr.  Stjlzee.  But  they  all  could  come  in,  could  they  not  ? 

Mr.  Jamison.  They  could  come;  yes. 

Mr.  Stjlzee.  They  can  not  come  in  now? 

Mr.  Jamison.  No. 

Mr.  Stjlzee.  It  is  prohibited? 

Mr.  Jamison.  Yes. 

Mr.  Stjlzee.  If  you  strike  out  the  prohibition  they  can  come  into 
the  market? 

Mr.  Jamison.  Yes. 

Mr.  Stjlzee.  And  if  the  people  wanted  to  buy  them  they  could  buy 
them? 

Mr.  Jamison.  Yes,  sir. 

Mr.  Sulzee.  What,  in  your  opinion,  could  the  Cuban  planters  put 
sugar  below  the  16  Dutch  standard  on  the  market  for  in  the  United 
States? 

Mr.  Jamison.  I  could  not  tell  you  that.  That  is  a  matter  of  plant- 
ers' cost  entirely. 

Mr.  Sulzee.  It  would  make  considerable  difference  in  the  cost  to 
the  consumer,  would  it  not? 

Mr.  Jamison.  I  do  not  think  it  would. 

Mr.  Stjlzee.  What  do  you  pay  for  raw  sugar  in  New  York  ? 

Mr.  Jamison.  The  price  when  I  left  was  3.98. 

Mr.  Stjlzee.  3.98? 

Mr.  Jamison.  Yes,  sir.     That  includes  the  duty. 

Mr.  Stjlzee.  Including  the  duty,  of  course  ? 

Mr.  Jamison.  Yes. 

Mr.  Sulzee.  And  transportation? 

Mr.  Jamison.  Yes.     That  is  the  cost  and  the  freight  to  New  York. 

Mr.  Sulzee.  Everything? 

Mr.  Jamison.  Yes. 

Mr.  Sulzee.  What  is  the  cost  of  those  sugars  in  Cuba  ? 

Mr.  Jamison.  That  would  be  about  2^  or  something  of  that  kind — 
2i  to  2f . 

Mr.  Sulzee.  If  the  duty  were  removed  or  materially  decreased, 
and  the  Dutch  standard  prohibition  were  eliminated,  the  brown 
sugars  made  in  Cuba  could  be  sent  to  the  United  States  and  sold  here 
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for  from  2  to  3  cents  a  pound  cheaper  than  manufactured  granulated 
sugar,  could  they  not  ? 

Mr.  Jamison.  Yes;  they  could.  But  they  are  not  at  all  such  as 
you  would  want  to  use,  and  I  do  not  think  the  majority  of  consumers 
would  want  to  use  them.  They  are  dirty,  unattractive  sugars,  that 
you  would  not  think  of  using. 

Mr.  SuLZEE.  Before  the  law  prohibiting  their  importation,  they 
were  used  considerably  in  this  country,  were  they  not  ? 

Mr.  Jamison.  Have  you  not  got  confused  with  what  they  term 
open -kettle  sugar,  that  they  used  to  get  from  New  Orleans? 

Mr.  SxjLZEK.  No ;  I  do  not  think  so. 

Mr.  Jamison.  The  high-grade  ones  were  brought  over,  but  there 
were  very  few  low  grades  that  I  ever  remember. 

Mr.  Stilzee.  Sugar  came  from  Santo  Domingo,  too? 

Mr.  Jamison.  They  were  all  high-grade  open-kettle  sugars. 

Mr.  SuLZEE.  How  high  in  grade  were  those  Santo  Domingo  sugars?' 

Mr.  Jamison.  They  were,  I  imagine,  what  you  term  open-kettle 
sugars,  Avith  rather  large,  well-formed  grains. 

Mr.  SuLZEE.  What  standard  would  you  call  them? 

Mr.  Jamison.  I  could  not  tell  you. 

Mr.  Stjlzee.  Was  it  above  or  below  the  16  Dutch  standard? 

Mr.  Jamison.  Usually  above,  I  should  think. 

Mr.  Stjlzee.  Those  sugars  from  Cuba  which  have  been  sold  at 
different  times  in  this  country  and  other  countries — were  they  below 
or  above  the  16  Dutch  standard? 

Mr.  Jamison.  It  depends  altogether  on  the  color. 

Mr.  SixLZEE.  "V^T^iat  is  your  best  judgment  on  that? 

Mr.  Jamison.  I  could  not  give  an  expression- on  that;  I  would  not 
express  any  opinion  on  that  at  all. 

Mr.  StTLZEB.  Do  you  know  whether  they  were  above  or  below  ? 

Mr.  Jamison.  No. 

Mr.  Stjlzee.  Is  there  anything  deleterious  about  that  sugar  below 
16  Dutch  standard? 

Mr.  Jamison.  There  is  a  good  deal  of  refining  that  has  to  be  done' 
to  bring  them  up  to  what  is  salable  to-day. 

Mr.  SuLZEE.  We  will  take,  for  instance,  15  as  a  standard.  That  is 
commercial  sugar,  is  it  not? 

Mr.  Jamison.  You  are  now  speaking  of  No.  15  soft  sugar  ? 

Mr.  SuLZEE.  Yes. 

Mr.  Jamison.  Yes. 

Mr.  StTLZEE.  There  are  a  great  many  people  throughout  the  world 
who  use  No.  15,  are  there  not? 

Mr.  Jamison.  Not  very  many. 

Mr.  SuLZEE.  Where  is  that  sugar  principally  consumed  to-day  ? 

Mr.  Jamison.  I  imagine  No.  15  sugar  is  sold  principally  for  mak- 
ing fruit  butters  or  something  like  that.  It  is  a  low,  dark-colored 
sugar. 

Mr.  SuLZEE.  Is  it  not  used  for  tea  and  coffee  and  cake  and  sa  on  ? 

Mr.  Jamison.  Oh,  no;  I  do  not  think  so. 

Mr.  SuLZEE.  And  candy  manufacturing? 

Mr.  Jamison.  No,  sir.  The  sale  is  very  small  for  those  low-grade 
sugars,  and  only  in  the  fall— at  least,  largely  in^  the  faU; — when  the 
apples  are  plenty. 
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Mr.  Stjlzee.  Of  course,  you  are  familiar  with  the  complaint  of  the 
Santo  Domingo  sugar  planters,  the  Cuban  sugar  planters,  and  the 
Jamaica  sugar  planters,  and  the  Central  American  sugar  planters 
that  they  can  not  market  their  product  to  consumers  in  this  country 
on  account  of  this  16  Dutch  standard  ? 

Mr.  Jamison.  Yes ;  I  have  heard  such  complaints. 

Mr.  SuLZEE.  And  in  your  opinion,  as  a  fair-minded  man,  notwith- 
standing the  fact  you  are  a  manufacturer,  you  believe  it  would  be  a 
good  thing  for  this  country  if  the  16  Dutch  standard,  which  is  now 
prohibitive,  were  eliminated? 

Mr.  Jamison.  I  do  not  think  it  would  make  much  difference  to  the 
consumer. 

Mr.  SuLZEE.  These  sugars,  then,  would  come  in  ? 

Mr.  Jamison.  There  would  be  some  sugars  come  in,  but  they  would 
principally  be  the  higher  grades, 

Mr.  SuLZEE.  They  would  come  in? 

Mr.  Jamison.  They  might. 

Mr.  SuLZEE.  And  they  would  compete  here  with  high-grade 
manufactured  sugars  that  you  are  making  ? 

Mr.  Jamison.  Yes. 

Mr.  SuLZEE.  And  if  the  people  of  tl\is  country  wanted  to  buy 
those  low-grade  sugars  at  much  less  cost,  they  could  do  so  ? 

Mr.  Jamison.  Yes. 

Mr.  SuLZEE.  And  in  that  way  there  would  be  not  only  competi- 
tion here  between  the  manufacturers,  but  competition  between  the 
manufacturers  in  Central  America,  manufacturers  in  the  West  In- 
dies, and  manufacturers  in  South  America  ? 

Mr.  Jamison.  Yes. 

Mr.  SuLZEE.  And  that  would  make  a  market  in  the  United  States 
that  would  essentially  be  for  the  interests  of  the  consumer? 

Mr.  Jamison.  Yes. 

Mr.  SuLZEE.  That  is  all,  Mr.  Chairman. 

Mr.  Malby.  Mr  Jamison,  you  have  spoken  about  the  sugar  brokers 
from  whom  you  purchase  raw  sugar. 

Mr.  Jamison.  Yes. 

Mr.  Malby.  Do  you  buy  all  your  raw  sugar  from  brokers? 

Mr.  Jamison.  All  except  what  we  might  get  from  Louisiana,  out 
of  their  crop. 

Mr.  Malby.  All  import  sugar  you  buy  through  a  broker? 

Mr.  Jamison.  Yes. 

Mr.  Malby.  Do  other  refiners  of  sugar  also  buy  from  the  brokers? 

Mr.  Jamison.  I  believe  so. 

Mr.  Malby.  And  from  the  same  brokers  ? 

Mr.  Jamison.  Yes. 

Mr.  Malby.  At  least,  they  are  privileged  to  buy  from  the  same 
brokers  ? 

Mr.  Jamison.  It  is  an  open  field. 

Mr.  Malby.  That  is,  you  have  no  separate  brokers? 

Mr.  Jamison.  No. 

Mr.  Malby.  Eepresenting  separate  refineries  or  separate  interests? 

Mr.  Jamison.  No. 

Mr.  Malby.  Where  does  he  purchase  the  raw  sugar? 

Mr.  Jamison.  He  is  the  representative  of  the  owner  in  most  oaseS. 
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Mr.  Malby.  Tell  me,  does  he  buy  it  on  the  New  York  market  in 
New  York,  delivered  to  him  in  New  York,  or  at  the  place  of  produc- 
tion? 

Mr.  Jamison.  Sometimes  they  are  sold  in  Cuba,  or  they  might  be 
in  store  in  New  York.    It  depends  on  circumstances. 
•    Mr.  Maijby.  "V^Tiat  is  the  general  rule  about  that  ? 

Mr.  Jamison.  Sold  for  account  of  the  principal  in  Cuba. 
Mr.  Malby.  He  simply  represents  a  principal,  who  is  the  Cuban 
planter  or  person  who  then  owns  the  sugar;  is  that  the  idea? 
Mr.  Jamison.  That  is  the  idea. 
Mr.  Malby.  And  he  sells  on  commission  ? 
Mr.  Jamison.  I  believe  so. 

Mr.  Malby.  And  do  you  pay  him  a  certain  amount? 
Mr.  Jamison.  We  do  not  ever  pay  him  at  all.    His  principal  pays 
him. 

Mr.  Malby.  You  do  not  pay  him  at  all  ? 

Mr.  Jamison.  No  ;  we  do  not  pay  him  anything. 

Mr.  Malby.  You  do  not  pay  him  anything? 

Mr.  Jamison.  No,  sir. 

Mr.  Malby.  You  pay  his  principal? 

Mr.  Jamison.  No;  we  do  not. 

Mr.  Malby.  Whom  do  you  pay? 

Mr.  Jamison.  We  simply  buy  the  sugar  and  pay  for  it. 

Mr.  Malby.  But  whom  do  you  pay? 

Mr.  Jamison.  The  principal  pays 

Mr.  Malby  (interrupting).  You  do  not  pay  the  principal  and  you 
do  not  pay  the  broker;  whom  do  you  pay? 

Mr.  Jamison.  The  principal  would  make  a  sight  draft  on  us,  and 
we  pay  that  when  presented  by  the  New  York  bank. 

Mr.  Malby.  That  is  "  whipping  the  devil  around  the  post."    You 
really  pay  the  principal,  because  the  principal's  draft  on  you  for  that 
amount  is  drawn  and  you  pay  that  draft? 
Mr.  Jamison.  That  is  correct. 

Mr.  Malby.  The  commission  is  paid  by  the  importer? 
Mr.  Jamison.  The  seller  pays  the  commission. 
Mr.  Malby.  You  have  suggested  that  you  think  the  tariff  on  sugar 
might  be  reduced. 
Mr.  Jamison.  Yes. 

Mr.  Malby.  Was  that  statement  made  with  reference  to  your  own 
business  affairs  or  otherwise? 

Mr.  Jamison.  We  do  not  consider  anybody  else. 
Mr.  Malby.  That  is  a  fair  proposition.    Do  you  know  what  it  costs 
the  beet-sugar  manufacturer  in  the  United  States  to  manufacture  100 
pounds  of  sugar  ? 

Mr.  Jamison.  I  do  not  know  of  my  own  knowledge;  no.    I  have 
heard. 

Mr.  Malby.  Do  you  know  what  they  pay  the  farmer  ? 
Mr.  Jamison.  $5  a  ton,  I  have  heard. 
Mr.  Malby.  Is  that  a  gross  ton  ? 

Mr.  Jamison.  I  could  not  tell  you.  ■  •    . 

Mr.  Malby.  Do  you  know  what  it  costs  them  to  nianuf acture- the 
beet  into  sugar  after  they  get  it?  :  ,       .      . 

Mr.  Jamison.  Not  of  my  own  knowledge. 
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Mr.  Malby.  Do  you  know  what  the  percentage  of  saccharine  mat- 
ter is  in  the  average  beet  grown  in  the  United  States  ? 

Mr.  Jamison.  It  varies  veiy  materially,  depending  on  locality. 

Mr.  Malby.  What  is  the  average,  if  you  know  ? 

Mr.  Jamison.  I  should  imagine  about  15  per  cent. 

Mr.  Malby.  About  15  per  cent? 

Mr.  Jamison.  I  think  so. 

Mr.  Malby.  Do  you  know  the  quantity  of  beets  which  can  be  grown 
to  the  acre  on  the  average  in  this  country  ? 

Mr.  Jamison.  No. 

Mr.  Malby.  Do  you  knoAV  what  it  costs  them  to  market  their  goods 
after  they  have  been  manufactured? 

Mr.  Jamison.  I  know  nothing  about  that. 

Mr.  Malby.  So  you  have  no  knowledge  of  what  it  costs  the  beet- 
sugar  manufacturer  to  purchase  the  beets,  manufacture  them  into 
sugar,  and  put  the  sugar  on  the  market  ? 

Mr.  Jamison.  From  my  standpoint,  it  would  not  make  any  differ- 
ence what  it  cost  for  their — — 

Mr.  Malby  (interrupting).  Nevermind  about  that;  we  will  get  to 
that  later.  I  think  that  is  true,  but  I  will  ask  you  that  by  and  by. 
Do  you  know  what  it  has  cost? 

Mr.  Jamison.  No  ;  I  do  not. 

Mr.  Malby.  So  when  you  say  there  might  be  a  reduction  of  the 
tariff  of  1  cent  per  pound,  that  is  without  regard  to  the  effect  it  might 
have  upon  the  beet-sugar  industry  of  the  country,  is  it  not  ? 

Mr.  Jamison.  That  is  correct.  You  had  beter  pension  them /off. 
It  would  be  cheaper. 

Mr.  Malby.  Let  us  see  about  that.  Do  you  know  of  any  pro- 
tected industry  in  this  country  which  could  survive  without  the  pro- 
tective tariff? 

Mr.  Jamison.  I  am  not  very  well  posted  outside  of  our  own  busi- 
ness. 

Mr.  Malby.  Do  you  know  of  any  rule  which  would  make  one  rule 
of  tariff  apply  to  one  industry  and  not  to  another  ? 

Mr.  Jamison.  I  think  if  there  was  any  possibility  of  their  being 
able  in  time  to  stand  on  their  own  feet,  it  would  be  well  enough ;  but 
I  do  not  believe  that  condition  can  exist  from  what  I  have  managed 
to  gather  up. 

Mr.  Malby.  Is  it  based  upon  the  fact  you  can  not  produce  a  suf- 
ficient number  of  beets  in  this  country  to  satisfy  the  market  ? 

Mr.  Jamison.  No  ;  it  is  not  based  on  any  such  condition  as  that. 

Mr.  Malby.  I  thought  your  last  remark  was 

Mr.  Madison  (interposing).  What  is  that,  Mr.  Jamison? 

Mr.  Jamison.  Mr.  Malby  asked  if  my  statement  was  based  on  the 
fact  they  could  not  raise  a  sufficient  number  of  beets  in  this  country. 
They  can,  but  at  what  cost  ? 

Mr.  Malby.  Do  you  know  the  ratio  of  increase  during  the  last 
10  years  ? 

Mr.  Jamison.  It  started  in,  I  should  say,  the  first  or  second  year 
at  about  2  per  cent.    I  think  it  was  13  per  cent  last  year. 

Mr.  Malby.  That  is  quite  an  increase  since  they  first  commenced, 
is  it  not? 

Mr.  Jamison.  Yes. 
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Mr.  Malby.  If  the  present  prices  keep  up,  is  there  any  reason  why 
they  should  not  continue  to  increase? 

Mr.  Jamison.  No;  if  you  Iteep  up  the  cost  of  them  and  pay  the 
price. 

Mr.  Malby.  You  spoke,  however,  when  you  spoke  of  that,  as  if  they 
never  would  be  able  to  stand  on  their  own  feet. 

Mr.  Jamison.  I  mean  without  assistance.  That  would  be  the  in- 
ference. 

Mr.  Malby.  Dou  you  know  of  any  American  industry  that  can 
stand  on  its  feet  without  assistance  where  it  is  in  active  competition 
with  manufactured  products  from  abroad? 

Mr.  Jamison.  I  am  not  posted  in  other  lines  at  all. 

Mr.  Malby.  Do  you  know  any  reason  why  sugar  can  not  be  treated 
in  the  same  manner  other  manufacturing  industries  are  ? 

Mr.  Jamison.  No  ;  but  we  get  back  to  the  same  point. 

Mr.  Malby.  I  am  not  discussing  the  question  of  free  trade  and 
protection.  I  am  simply  asking  if  you  know  any  good  reason  why 
sugar  producers  should  not  be  placed  on  the  same  advantageous  basis 
that  other  industries  are? 

Mr.  Jamison.  I  would  concede  you  are  right  if  I  thought  eventu- 
ally they  would  be  able  to  take  care  of  themselves. 

Mr.  Malby.  But  we  get  back  to  the  proposition  that  none  of  the 
industries  will  ever  be  able  to  stand  on  their  own  feet. 

Mr.  Jamison.  I  think,  if  I  may  say  it,  you  are  a  little  mistaken; 
are  you  not? 

Mr.  Malby.  I  think  I  am  correct  about  it. 

Mr.  Jamison.  I  do  not  know,  then. 

Mr.  Malby.  I, do  not  thinli  the  time  will  ever  come  unless  you  re- 
duce the  cost  of  production,  which  means  the  reduction  of  cost  of 
labor.  . 

You  have  also  stated  that  you  did  have  real  active  competition  on 
the  part  of  the  beet-sugar  manufacturers. 

Mr.  Jamison.  Very  active. 

Mr.  Malby.  Very  active? 

Mr.  Jamison.  Yes. 

Mr.  Malby.  Do  you  think  your  prices  would  be  any  less  if  you 
did  not  have  the  competition  at  all?  , 

Mr.  Jamison.  I  can  not  conceive  any  such  condition. 

Mr.  Malby.  I  mean  any  beet-sugar  competition. 

Mr.  Jamison.  Ask  that  question  again,  please. 

Mr.  Malby.  Do  you  think  that  your  prices  would  be  any  less  if 
you  did  not  have  beet-sugar  competition? 

Mr.  Jamison.  Sure ;  they  will  be  less  if  you  have  no  duty. 

Mr.  Malby.  But  you  do  not  answer  my  question.  Suppose  there 
is  a  duty  to-day;  suppose  the  duty  remains  just  as  it  is  to-day,  and 
the  beet-sugar  industry  did  not  exist.  Do  you  think  sugar  would 
be  any  less  or  more  ? 

Mr.  Jamison.  I  could  not  tell  you. 

Mr.  Malby.  Sir? 

Mr.  Jamison.  I  could  not  express  any  opinion  on  that. 

Mr.  Malby.  Is  it  not  a  fact  it  would  be  more? 

Mr.  Jamison.  No  ;  I  do  not  think  that  would  be  a  fact. 

Mr.  Malby.  You  think  you  would  deliver  your  sugar  into  Colo- 
rado and  Utah  districts  as  cheaply  as  beet  sugar  is  now  sold  there? 
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Mr.  Jamison.  I  expect  they  would  get  it  for  less. 

Mr.  Malbt.  You  think  you  could  do  it  for  less  ? 

Mr.  Jamison.  Yes. 

Mr.  Malby.  Why  don't  you? 

Mr.  Jamison.  On  account  of  the  duty. 

Mr.  Malby.  You  can  not  do  it  with  the  duty? 

Mr.  Jamison.  No. 

Mr.  Malby.  I  am  assuming  that  the  duty  is  on,  and  I  am  asking, 
if  the  duty  remains  on,  whether  you  could  supply  the  districts  now 
supplied  by  the  Michigan  and  Colorado  and  Utah  group  of  beet- 
sugar  factories  as  cheaply  as  they  are  now  supplied.  What  is  your 
judgment  about  that? 

Mr.  Jamison.  I  do  not  know  as  I  know  anything  about  it  in  that 
section  of  the  country.    That  is  beyond  our  territory. 

Mr.  Malby.  The  freight  rates  are  much  larger  ? 

Mr.  Jamison.  Yes. 

Mr.  Malby.  Would  not  the  elimination  of  500,000,000  pounds  of 
sugar  have  some  effect  on  the  price  of  sugar  in  this  country? 

Mr.  Jamison.  Upon  the  world's  price,  comparatively  little. 

Mr.  Malby.  You  think  on  the  world's  price,  it  would  be  com- 
paratively little  ? 

Mr.  Jamison.  Yes. 

Mr.  Malby.  Of  course,  you  are  aware  of  the  fact  that  the  manu- 
facture of  beet  sugar  in  this  country  is  of  considerable  advantage  to 
the  farming  community  ? 

Mr.  Jamison.  I  am  not  quite  so  sure  of  that.  I  heard  Hon.  Champ 
Clark  bring  that  out  before  the  Ways  and  Means  Committee  two 
years  ago,  and  I  was  not  quite  so  sure  about  that  fact. 

Mr.  Malby.  You  were  not  sure  it  was  to  their  advantage? 

Mr.  Jamison.  I  did  not  know  but  that  he  might  do  just  as  well 
with  other  material — grain,  for  instance. 

Mr.  Malby.  You  discovered  the  fact  to  be  that  the  industry  is 
advancing  all  the  time  in  the  same  locality  ? 

Mr.  Jamison.  Certainly,  it  should,  under  protection. 

Mr.  Malby.  I  am  talking  about  existing  conditions. 

Mr.  Jamison.  Yes. 

Mr.  Malby.  It  is  advancing,  is  it  not,  upon  tjie  face  of  it  ? 

Mr.  Jamison.  Yes ;  it  is  advancing  very  rapidly.  I  am  willing  to 
concede  that. 

Mr.  Malby.  The  lighterage  charges  in  New  York  City  is  a  matter 
which  you  said  had  been  before  the  Interstate  Commerce  Commission  ? 

Mr.  Jamison.  Yes. 

Mr.  Malby.  And  you  said  the}'  decided  in  your  favor,  but  you  did 
not  say  what  that  was.    What  did  they  decide  ? 

Mr.  Jamison.  It  is  a  long  story,  Mr.  Malby. 

Mr.  Malby.  Did  they  decide  there  was  any  discrimination  between 
anybody  inside  or  out? 

Mr.  Jamison.  No. 

Mr.  Malby.  Did  they  decide  the  railroad  companies  had  a  right 
to  pay  for  lighterage  as  a  matter  of  transportation  or  a  part  of  trans- , 
portation? 

Mr.  Jamison.  As  a  part  of  transportation ;  yes. 

Mr.  Malby.  And  that  matter  has  been  appealed  to  the  courts,  you 
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Mr.  Jamison.  Yes. , 

The  Chairman.  As  a  matter  of  fact,  the  Interstate  Commerce 
Commission  decided  that  question  differently,  did  it  not?  There  were 
two  decisions,  I  believe.  They  decided  it  one  way,  and  then  the 
Commerce  Court  decided  it  otherwise,  as  I  understand. 

Mr.  Jamison.  No;  the  Interstate  Commerce  Commission  decided 
favorably  to  us,  and  then  it  was  brought  up  again  on  the  claim  of 
new  facts,  and  then  they  reversed  their  former  decision,  and  then  the 
Commerce  Court  reversed  them. 

The  Chairman.  That  is  on  appeal  now. 

Mr.  Garrett.  And  the  Commerce  Court  enjoined  them? 

Mr.  Jamison.  Yes. 

Mr.  Malby.  In  other  words,  the  Commerce  Court  concurred  in  the 
first  decision  of  the  Interstate  Commerce  Commission,  that  the  rail- 
road companies  had  the  right  to  consider  that  as  a  part  of  the  trans- 
portation charges? 

Mr.  Jamison.  Yes. 

Mr.  Dykman.  The  Interstate  Commerce  Commission  really  de- 
cided they  must  treat  the  Federal  people  and  Arbuckles  alike;  and 
that  if  they  paid  any  lighterage  to  one,  they  must  pay  for  lighterage 
to  the  other.  That  was  the  second  decision,  and  that  decision  of  the 
Interstate  Commerce  Commission  was  enjoined  by  the  Commerce 
Court,  which  granted  a  preliminary  injunction. 

The  Chairman.  There  has  been  no  final  hearing  in  the  Commerce 
Court? 

Mr.  Dtkman.  No;  but  a  preliminary  injunction  has  been  granted 
until  the  Commerce  Court  can  hear  the  evidence  and  make  its  deci- 
sion. 

The  Chairman.  Gentlemen,  are  there  any  other  que"stions? 

Mr.  Madison.  Yes;  I  have  a  few,  Mr.  Chairman. 

I  was  very  much  interested,  Mr.  Jamison,  in  your  reply  to  my 
friend  Mr.  Sulzer  about  the  effect  of  the  Dutch  standard  on  the  prices 
of  sugar,  and  so  forth,  and  the  character  of  sugar  that  would  come 
in.  Suppose,  as  a  matter  of  fact,  we  repeal  that  portion  of  our  tariff 
law  which  provides  for  the  Dutch  standard  test,  and  left  the  duty 
the  same  as  it  is  to-day,  the  only  test  being  that  of  the  polariscope :' 
in  that  event  to  what  extent  would  the  sugar  below  the  Dutch  stand- 
ard of  color  come  into  the  country  ? 

Mr.  Jamison.  I  have  not  any  idea  what  percentage  would  come  into 
the  countrj^ 

Mr.  Madison.  It  would  come  in? 

Mr.  Jamison.  Oh,  undoubtedly  some. 

Mr.  Madison.  It  A'^ould  then  simply  be  passed  upon  the  polar- 
iscope test? 

Mr.  Jamison.  Yes ;  if  the  Dutch  standard  were  removed. 

Mr.  Madison.  And  the  sugar  that  tests  below  Dutch  standard 

Mr.  Jamison  (interrupting).    In  quality,  that  is. 

Mr.  Madison.  Certainly;  simply  applying  the  color  test — that  is 
often  rich  in  saccharine  matter  ?  i 

Mr.  Jamison.  I  do  not  know  that  that  is  the  rule ;  I  do  not  think  so. 

Mr.  Madison.  That  is  the  fact  I  want  to  know,  but  I  am  asking 
purely  for  information. 

Mr.  Jamison.  I  do  noir  think  so.  Generally,  dark  low-grade  sugars 
test  low  from  a  polariscopic  test. 


1210  AMERICAN   SUGAR  REFINING   CO. 

Mr.  Madison.  Then,  I  want  to  ask  you  this  question:  Is  it  true 
that  the  presence  of  a  darl?:  color  indicates  impurities? 

Mr.  Jamison.  I  would  believe  that  was  a  fact,  although  I  am  not 
sugar  expert  enough  to  answer  that  question  authoritatively.  I 
believe  that  to  be  the  condition.  I  can  give  you  that  information  if 
you  want  it,  and  will  be  very  glad  to  furnish  any  information  on 
those  lines  that  you  may  want. 

Mr.  Madison.  I  wish  you  would  do  that. 

Mr.  Dtkman.  That  is  highly  technical,  Judge  Madison. 

Mr.  Madison.  Nevertheless  it  is  a  rather  important  proposition, 
because  it  is  a  matter  very  generally  discussed. 

Mr.  Jamison.  We  will  be  very  glad  to  get  the  information,  what- 
ever you  may  want. 

Mr.  Dykman.  Any  information  you  want  concerning  the  tariff,  we 
want  to  furnish  to  you,  because  we  are  on  record  as  to  what  we  want 
done  in  regard  to  the  tariff,  and  will  gi^e  any  information  or  aid  we 
can  on  that  subject. 

The  Chairman.  When  you  get  the  record  of  this  hearing  you  will 
know  what  information  is  to  be  furnished. 

Mr.  Dykman.  I  appreciate  fully  what  he  wants.  We  either  have 
or  can  get  and  will  furnish  the  information. 

Mr.  Madison.  You  say,  in  your  judgment,  if  we  take  off  all  the 
duty — I  mean  just  simply  admit  sugar  free  into  this  country  without 
any  duty  whatever  on  any  kind  or  any  grade — that  in  that  event 
you  think  there  would  not  be  a  considerable  consumption  of  this  low- 
grade  sugar? 

Mr.  Jamison.  I  do  not  believe  there  would  be. 

Mr.  Madison.  Do  you  think,  as  a  matter  of  fact,  it  is  a  question  of 
custom  or  of  habit  of  the  people,  and  their  tastes  and  desires  with 
regard  to  matters  of  that  Lind ? 

Mr.  Jamison.  I  think  people  have  become  very  much  more  critical 
than  they  were  years  ago  in  what  they  consume,  and  I  think  that 
would  apply  to  the  low-grfide  sugars  as  well  as  anything  else. 

Mr.  Madison.  In  other  words,  any  discrimination  that  might  be 
made  in  favor  of  that  class  of  sugar  would  not  be  of  advantage  to 
'the  consumer,  because  the  consumer,  in  your  judgment,  would  not 
use  it? 

Mr.  Jamison.  That  is  correct. 

Mr.  Madison.  What  about  the  matter  of  preserving  and  the  making 
of  jellies  and  jams  and  things  of  that  kind?  What  would  you  say 
with  regard  to  the  use  of  sugar  for  that  purpose?  I  think  you  are 
entirely  correct  about  your  conclusion  we  would  not  use  it  on  our 
tables,  but  I  am  not  entirely  clear  about  the  other  matter.  Possibly 
you  know  what  effect  that  sugar  would  have  upon  that  class  of 
goods  ? 

Mr.  Jamison.  I  think  the  effect  would  be  the  same,  except  in  some 
very  dark-colored  articles,  such  as  apple  butter  or  something  of  that 
kind,  where  they  could  use  dark  sugar  without  materially  affecting 
the  appearance  of  the  manufactured  article.  The  manufacturer  iii 
most  instances  wants  the  very  best  he  can  get  to-day. 

Mr.  Madison.  You  have  found  in  your  experience  that  is  the  de- 
mand of  the  manufacturer? 

Mr.  Jamison.  I  think  so.  • 

Mr.  Madison.  He  wants  a  granulated  sugar  for  his  preserves? 
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Mr.  Jamison.  In  most  instances;  yes. 

Mr.  Madison.  For  jellies  and  other  things  that  he  makes  and  puts 
out  on  the  market? 

Mr.  Jamison.  Yes. 

Mr.  Madison.  That  kind  of  sugar  could  not  be  used  at  all,  could  it, 
in  condensed  milk? 

Mr.  Jamison.  Oh,  goodness,  no.  They  want  the  very  best  they  can 
get. 

Mr.  Madison.  I  think  the  question  of  the  amount  of  saccharine 
matter,  the  absence  or  presence  of  impurities,  becomes  a  very  impor- 
tant matter  there,  because  if  the  color  indicates  the  presence  or  lack 
of  presence 

Mr.  Jamison  (interrupting).  It  indicates,  as  a  rule,  an  excess  of 
sirup. 

Mr.  Madison.  What  is  that  ? 

Mr.  Jamison.  It  indicates,  as  a  rule,  an  excess  of  sirup. 

Mr.  Madison.  Which  is  not  of  necessity  an  impurity.  It  is  an  im- 
purity in  the  sense  it  can  not  be  pure  saccharine  matter,  but  not  nec- 
essarily deleterious. 

Mr.  Jamison.  It  is  an  impurity  so  far  as  the  polariscopic  test  goes. 

Mr.  Madison.  We  will  not  follow  the  matter  at  this  time,  if  you 
will  kindly  furnish  the  information  as  to  how  that  low-grade  sugar 
tests  by  the  polariscopic  test. 

Mr.  Jamison.  It  tests  low ;  I  can  tell  you  that  now. 

Mr.  Madison.  You  can  send  that  information  in  to  the  committee 
in  the  form  of  a  letter. 

Mr.  Jamison.  Very  well. 

Mr.  Madison.  Suppose  the  Congress  of  the  United  States  should 
to-day  take  off  of  the  statute  books  all  our  duties  with  regard  to 
sugar — ^that  means  all  protection  to  the  producer  of  domestic  raw 
sugar  as  well  as  all  protection  to  the  consumer — what  effect  would 
you  say  that  would  have  on  the  American  refiner  ? 

Mr.  Jamison.  I  hardly  think  it  should  be  taken  off  at  once,  the  en- 
tire amount,  out  of  consideration  for  your  Louisiana  interests  and 
the  beet  interests  that  have  their  money  in  the  business,  but  I  think 
it  should  be  taken  off  eventually. 

Mr.  Madison.  Suppose  we  waive  our  solicitude  for  these  people 
and  assume,  as  a  matter  of  fact,  they  would  survive,  or  that  we  did 
not  care  whether  they  survived  or  not — making  that  as  an  assump- 
tion— and  that  the  only  person  we  were  to  consider  was  the  Ameri- 
can refiner  of  cane  sugar,  who,  as  I  understand,  has  a  great  amount 
of  money  invested,  and  employs  a  great  many  men.  That  is  true, 
is  it? 

Mr.  Jamison.  Yes. 

Mr.  Madison.  And  whose  business  now  is  fairly  prosperous  ? 

Mr.  Jamison.  Yes. 

Mr.  MadisoSt.  And  I  am  not  assuming  either  side  of  the  matter  at 
all,  but  just  asking  jou  as  to  the  effect.  What  would  be  the  effect 
on  the  cane-sugar  refiner? 

Mr.  Jamison.  They  would  probably  sell  more  sugar. 

Mr.  Madison.  Would  it  be  to  his  advantage? 

Mr.  Jamison.  It  is  always  to  his  advantage  to  run  as  large  a  per- 
centage full  as  possible. 
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Mr.  Madison.  You  would  say  that  differential  is  of  no  benefit  to 
you? 

Mr.  Jajiison.  Not  very  much. 

Mr.  Madison.  And  you  would  be  perfectly  willing  to  waive  it? 

Mr.  Jamison.  I  would  be  Avilling  to  waive  it,  provided  you  take 
the  duty  off  of  sugar,  refined  as  well  as  raw.  Free  raw  and  refined 
I  would  rather  have  than  present  conditions. 

Mr.  Madison.  That  is  my  proposition  exactly — that  the  duty  be 
taken  off  entirely.  That  being  true,  would  you  say  that  you  would 
be,  as  a  sugar  refiner,  perfectly  willing  that  differential  might  go? 

Mr.  Jamison.  Yes;  with  the  other. 

Mr.  Madison.  And  that  you  would  find  that  more  advantageous 
to  you  than  a  duty  on  raw  sugar,  with  a  differential  in  favor  of  the 
refiner  ? 

Mr.  Jamison.  It  is  only  7^  points.  That  does  not  amount  to  very 
.much. 

Mr.  Madison.  I  am  asking  you  for  information,  you  understand, 
and  not  in  any  controversial  spirit  at  all,  but  merely  for  the  purpose 
of  getting  the  facts. 

Mr.  Jamison.  Yes. 

Mr.  Madison.  So,  as  a  cane-sugar  refiner,  your  position  to-day  be- 
fore this  committee  and  before  the  country  is  in  favor  of  the  elimina- 
tion of  all  sugar  duty? 

Mr.  Jamison.  Yes. 

Mr.  Madison.  On  the  theory  that  that  would  be  beneficial  to  you 
rather  than  detrimental? 

Mr.  Jamison.  It  would  be  beneficial  to  us  and,  I  believe,  to  the 
public  at  large. 

Mr.  Madison.  I  want  to  ask  just  one  or  two  questions  about  the 
character  of  your  lighterage  proposition.  I  understand  that  the  crux 
of  this  controversy,  the  one  between  you  and  the  Federal  people,  is 
this 

Mr.  Jamison  (interrupting).  May  I  explain  it  before  you  go  on? 

Mr.  Madison.  Let  me  ask  as  to  whether  or  not  I  am  right,  and 
maybe  we  can  in  that  way  shorten  the  matter. 

It  is  contended  by  the  Federal  people  that  you  receive  a  certain 
compensation  as  a  result  of  the  use  of  your  short  line  of  railroad  and 
your  lighterage  barges,  which  amounts  in  effect  to  giving  you  a  por- 
tion of  the  freight  charge  from  your  refinery  to  the  point  of  destina- 
tion of  the  sugar.     Is  that  their  claim  ? 

Mr.  Jamison.  That  is  virtually  the  claim,  that  the  railroads  are 
giving  us  a  rebate  by  paying  us  for  handling  the  freight. 

Mr.  Madison.  I  did  not  want  to  use  such  a  harsh  term  as  "  rebate," 
but  I  understand  that  is  their  claim  ? 

Mr.  Jamison.  That  is  the  plain  English  of  it,  but  it  has  no  founda- 
tion in  fact  whatsoever. 

Mr.  Madison.  Now,  is  this  true:  Assuming  the  wild  presumption 
that  I  am  able  to  buy  a  carload  of  sugar  and  have  it  shipped  to  the 
city  of  Chicago,  it  would  cost  a  certain  amount  in  freight,  a  certain 
amount  for  freight  charges? 

Mr.  Jamison.  Yes. 

Mr.  Madison.  Let  us  see,  just  taking  an  arbitrary  figure — suppose 
we  say  10  cents  a  hundred  pounds.    For  the  service  that  you  render 
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in  the  way  of  transportation  to  the  water  and  then  by  your  lighterage, 
say,  over  to  the  Jersey  side,  do  you  get  a  certain  portion  of  that  10 
cents? 

Mr.  Jamison.  Yes. 

Mr.  Madison.  All  right.  Assuming  the  10  cents  to  be  the  amount 
of  the  freight  charge,  what  per  cent  of  the  10  cents  do  you  get  ? 

Mr.  Jamison.  The  contract  with  all  the  terminal  companies  around 
New  York  that  are  public  terminals,  where  they  handle  all  kinds  of 
freight — not  sugar  alone,  but  all  kinds  of  freight — and  we  are  public 
carriers  there  virtually — the  contracts  with  most  of  this  class  is  3 
cents  per  hundred  pounds  on  points  east  of  Pittsburg  and  Buffalo, 
and  4^  cents  on  all  points  west.  That  refers  to  both  east  and  west 
bound  traffic. 

Mr.  Madison.  Three  cents  a  hundred  pounds  to  Pittsburg? 

Mr.  Jamison.  No;  3  cents  a  hundred  pounds  on  all  freight  origi- 
nating or  going  to  Pittsburg;  any  farther  than  Pittsburg,  4^  cents. 
The  same  thing  applies  to  east-bound  traffic. 

Mr.  Madison.  Out  of  every  hundred  pounds  of  freight  shipped  to 
Pittsburg  which  you  handle  by  your  system  of  lighterage  you  get  3 
cents?  How  much  is  the  total  amount  for  carrying  100  pounds  in 
carload  lots — that  is  the  only  way  in  which  you  ship  ? 

Mr.  Jamison.  No. 

Mr.  Madison.  Suppose  it  is  a  carload  lot  ? 

Mr.  Jamison.  That  would  be  3  cents  a  hundred. 

Mr.  Madison.  How  much  would  be  the  total  freight  charge  for 
shipping  from  your  refinery  to  Pittsburg? 

Mr.  Jamison.  The  rate,  I  should  imagine,  to  Pittsburg  is  about 
15  cents. 

Mr.  Madison.  Then  out  of  that  15  cents  you  get  3  cents? 

Mr.  Jamison.  Yes,  sir. 

Mr.  Madison.  How  many  miles  is  it  to  Pittsburg? 

Mr.  Jamison.  Four  hundred  and  forty  miles,  I  think  it  is. 

Mr.  Madison.  How  many  miles  do  you  actually  transport  the 
freight  ? 

Mr.  Jamison.  I  could  not  tell  you  how  many.  Four  or  5  miles 
around  there,  I  suppose,  but  we  have  a  large  terminal  there,  and 
we  have  buildings  that  are  devoted  to  public  uses  and  very  expensive 
equipment. 

Mr.  SuLZEK.  You  have  to  handle  the  freight  several  times? 

Mr.  Jamison.  We  do.  We  simply  take  the  place  of  the  railroad 
and  assume  all  charges  they  would  have  to  incur  in  the  handling 
of  it  out  through  a  public  terminal,  wherever  that  might  be,  and  the 
rate  from  our  terminal  is  just  the  same  as  if  the  goods  were  shipped 
from  any  other  terminal  on  any  railroad  in  New  York  to  any  given 
point. 

Mr.  Madison.  So  you  get  for  handling  a  shipment  of  100  pounds 
how  much  ? 

Mr.  Jamison.  Three  cents. 

Mr.  Madison.  And  for  carrying  freight  440  miles,  the  charge  on 
which  is  15  cents,  the  railroad  gets  that  15  cents,  and  you  get  3  cents 
for  carrying  it  5  miles  of  the  440  miles.    I  believe  that  is  all. 

The  Chairman.  Has  anyone  else  any  questions  to  ask? 

Mr.  Garrett.  Just  two  or  three,  Mr.  Chairman. 
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What  is  the  reason  of  the  difference  in  the  rates,  Mr.  Jamison — 
that  is,  the  difference  between  the  3-cent  rate  and  the  44-cent  rate? 
You  say  to  points  farther  than  Pittsburg  you  get  4^  cents. 

Mr.  Jamison.  Four  and  one-fifth  cents ;  yes. 

Mr.  Gaeeett.  What  is  the  reason  for  that  differential  ? 

Mr.  Jamison.  In  that  western  territory  I  suppose  the  railroad 
companies  conceded  it  cost  more  to  get  business,  either  going  east  or 
west,  and  the  rate  is  considerably  higher. 

Mr.  Gaeeett.  It  is  just  the  same  trouble  and  expense  to  you? 

Mr.  Jamison.  It  takes  a  little  more  work  to  solicit  business  out  in 
that  territory,  and  we  have  to  solicit  business  out  in  the  West  if  we 
want  it  to  come  into  our  territory. 

Mr.  Gaeeett.  You  handle  other  freight  besides  sugar  ? 

Mr.  Jamison.  Everything.  It  is  a  public  terminal.  Sugar,  when 
it  is  handled  by  the  terminal,  is  not  our  sugar.  The  possession 
passes  when  we  get  a  receipt  from  the  terminal  company. 

Mr.  Gaeeett.  Your  terminal  company  solicits  business  in  the 
West? 

Mr.  Jamison.  Yes ;  we  solicit  business  to  go  through  our  terminal. 

Mr.  Gaeeett.  Of  all  kinds? 

Mr.  Jamison.  Yes ;  of  all  kinds. 

Mr.  Gaeeett.  Have  you  approached  this  tariff  question  from  this 
angle,  and,  if  so,  are  you  prepared  to  give  your  views  about  that,  and, 
that  is,  its  effect  on  the  revenues? 

Mr.  Jaaiison.  It  would  be  disastrous  at  first,  but  later  on  I  think 
the  increase  would  probably  give  you  more. 

Mr.  Gaeeett.  A  reduction,  of  course?  . 

Mr.  Ja3[ison.  Yes. 

Mr.  Gaeeett.  If  there  were  a  complete  wiping  out  of  the  dutjj^,  that 
would  destroy  the  revenues  -n-e  get  from  sugar  entirely? 

Mr.  Jamison.  Entirely  so. 

Mr.  Gaeeett.  How  long,  in  your  judgment,  do  you  think  it  would 
take  if  you  were  to  malte  a  reduction  of  1  cent  a  pound  now,  to  reach 
the  point  where  there  would  be  an  equivalent  of  the  revenues  as  now 
produced  by  sugar? 

Mr.  Jamison.  I  imagine  we  would  not  feel  it  very  much  the  first 
few  years,  but  I  think  it  would  increase  very  quickly  from  that  on. 

Mr.  Gaeeett.  It  would  decrease  for  the  first  few  years,  you  think  ? 

Mr.  Jamison.  Yes. 

Mr.  Gaeeett.  That  is  all,  Mr.  Chairman. 

Mr.  Hinds.  Mr.  Jamison,  the  problem  of  distribution  of  sugar  by 
freight  in  this  country  is  quite  a  problem,  bearing  on  the  price,  is 
it  not? 

Mr.  Jamison.  Yes. 

Mr.  HiNns.  The  retail  price  and  the  wholesale  price? 

Mr.  Jamison.  Yes. 

Mr.  Hinds.  Do  you  know  the  retail  price  of  sugar  in  this  country 
as, compared  with  other  countries? 

Mr.  Jamison.  I  have  not  any  information  on  that  subject  at  all. 

Mr.  Hinds.  Have  you  ever  seen  the  report  sent  to  the  Congress  by 
the  Commissioner  of  Agriculture  last  year  showing  that  with  one 
exception  the  retail  price  of  sugar  is  less  in  the  United  States  than 
in  any  other  country,  any  other  of  the  great  countries  ? 
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Mr.  Jamison.  I  do  not  recall  that  particular  matter. 

Mr.  Hinds.  Would  the  fact  we  have  had  fairly  cheap  sugar  in 
this  country  go  to  form  a  habit  of  using  the  best — that  is,  granulated? 

Mr.  Jamison.  I  think  it  has  had  a  very  decided  effect  on  it. 

Mr.  Hinds.  That  habit  is  well  formed,  is  it  not? 

Mr.  Jamison.  Yes. 

Mr.  Hinds.  And  even  if  these  smaller,  or  what  we  used  to  call 
brown  sugars  should  come  in,  do  you  think  many  people  would 
buy  them  ? 

Mr.  Jamison.  No;  I  do  not. 

Mr.  Hinds.  That  is,  those  who  go  to  the  groceries  ? 

Mr.  Jamison.  No. 

Mr.  Hinds.  I  was  just  looking  over  a  statistical  abstract  which 
happened  to  be  here,  and  I  find  we  have  in  this  country  234,000  miles 
of  railroad.  Practically  the  sugar  that  goes  to  the  American  people 
has  to  go  over  all  those  miles  of  railroad,  does  it  not? 

Mr.  Jamison.  Yes. 

Mr.  Hinds.  I  happen  to  .notice  also  that  in  England  they  have 
23,000  miles  of  railroad— 23,000  as  against  our  234,000.  The  sugar  of 
the  people  of  England  only  has  to  go  over  those  23,000  miles  of  rail- 
road, does  it? 

Mr.  Jamison.  I  should  imagine  so. 

Mr.  Hinds.  I  know  that  as  well  as  you  do,  but  I  just  wanted  to 
bring  it  out.  Will  we  ever  get  sugar  as  cheap  in  this  country,  with 
its  great  extent,  as  they  do  in  these  small  contracted  countries  where 
the  population  is  close  together,  and  where  the  problem  of  distribu- 
tion is  so  much  less  ? 

Mr.  Jamison.  I  should  think  you  would,  proportionately. 

Mr.  Hinds.  You  think  we  will  ? 

Mr.  Jamison.  Proportionately;  yes. 

Mr.  Hinds.  It  is  not  a  question  of  proportion,  is  it,  if  you  have  to 
send  200  miles  here  or  800  miles  here  to  100  or  50  miles  there  ? 

Mr.  Jamison.  If  your  raw  material  is  cheaper,  you  would  naturally 
get  the  cheaper  sugar. 

Mr.  Hinds.  You  can  not  get  raw  material  here  any  cheaper  than, 
they  get  it  there,  can  you  ? 

Mr.  Jamison.  Cuba  is  right  at  your  door,  and  a  very  large  amount 
of  territory  there  is  undeveloped,  and  they  could  probably  give  you. 
very  nearly  all  your  requirements. 

Mr.  Hinds.  Are  not  ocean  freights  so  much  less  than  land  freights, 
that  the  difference  between  Habana  to  New  York  and  Habana  tO' 
London  would  be  unquestionable  ? 

Mr.  Jamison.  I  have  not  any  idea  of  the  rates  from  Habana  to 
London. 

Mr.:  Hinds.  Ocean  freights,  however,  are  very  much  less  than  land 
freights  ? 

Mr.  Jamison.  Oh,  yes. 

Mr.  Hinds.  If  you  should  drive  out^ — I  do  not  suppose  you  have 
that  in  mind,  and  perhaps  this  is  a  very  academic  question — if,  by 
our  Government  arrangement,  we  should  destroy  the  interior  beet- 
sugar  sources  of  supply,  would  not  the  refineries,  which  are  wholly 
on  the  coast,  be  at  a  great  disadvantage  in  supplying  at  a  reasonable- 
rate  those  interior  points,  freight  rates  being  as  they  are  now  ? 
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Mr.  Jamison.  We  would  go  back  to  the  question  I  just  answered  a 
moment  ago.  It  would  depend  on  the  raw  material.  If  you  are  get- 
ting raw  material  very  much  cheaper  than  you  are  at  the  present 
time,  they  would  naturally  benefit. 

Mr.  Hinds.  Eaw  material  in  New  York  is  never  much  under  the 
Hamburg  price,  is  it? 

Mr.  Jamison.  Oh,  yes.    . 

Mr.  Hinds.  Much  under  it? 

Mr.  Jamison.  Sometimes  varying  as  much  as  three-tenths  or  four- 
tenths,  and  sometimes  as  high  as  half  a  cent. 

Mr.  Hinds.  A  point? 

Mr.  Jamison.  Yes.  ' 

Mr.  Hinds.  That  is  occasioned  by  the— — •    ' 

Mr.  Jamison  (interrupting).  That  is  occasioned  by  the  coming  in 
of  the  Cuban  crop.  The  planters  are  anxious  to  realize  on  their  crop, 
and  it  has  the  same  effect  in  New  Orleans. 

Mr.  Hinds.  I  asked  you  a  wrong  question  there  on  a  supposition 
that  I  had.  I  learned  this  morning  that  Hamburg  is  not  the  cane- 
sugar  market. 

Mr.  Jamison.  No. 

Mr.  Hinds.  Hamburg  is  the  beet-sugar  market? 

Mr.  Jamison.  Yes. 

Mr.  Hinds.  That  question,  I  see,  has  little  bearing. 

I  think  that  is  all,  Mr.  Chairman. 

The  Chairman.  Mr.  Jamison,  you  heard  the  testimony  of  your 
business  associate,  Mr.  Gilmore,  as  to  this  war  between  Havemeyer 
and  Arbuckle,  I  suppose? 

Mr.  Jamison.  I  heard  some  of  it ;  I  could  not  catch  it  all. 

The  Chairman.  You  heard,  substantially,  the  story  ? 

Mr.  Jamison.  Yes. 

The  Chairman.  That  was  a  substantially  correct  history  of  it, 
was  it? 

Mr.  Jamison.  Yes. 

The  Chairman.  Can  you  add  anything  to  that,  or  would  you  care 
to  do  so?  • 

Mr.  Jamison.  I  do  not  think  there  is  anything  I  would  care  to  add 
to  it;  I  think  it  was  pretty  thoroughly  covered. 

The  Chairman.  You  think  he  told  a  true  story,  so  far  as  you 
know  it?  ' 

Mr.  Jamison.  Yes. 

,The  Chairman.  At  any  rate,  you  can  not  add  anything  to  it? 

Mr.  Jamison.  No. 

The  Chairman.  You  said  just  now  that  Ave  had  better  pension  these 
people  off  than  to  continue  to  pay  them  so  much  indirectly  in  the 
increased  price  of  sugar.  Can  you  give  us  a  few  figures  on  that? 
What  does  it  cost  to  keep  tlie  beet-sugar  people  going  in  the  indirect 
way  'we  do  it  ? 

Mr.  Jamison.  There  was  450,000  tons  last  year,  approximately-^ 

The  Chairman  (interposing).  What  does  the  duty  on  sugar  cost 
the  people  of  the  United  States  a  year? 

Mr.  Jamison.  A  good  deal  more  than  that.  , 

The  Chairman.  More  than  all  this  sugar  is  worth  ? 

Mr.  Jamison.  I  shopld  think  about  that. 
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The  Chairman.  What  is  the  consumption  ? 

Mr.  Jamison.  The  entire  consumption? 

The  Chairman.  Yes. 

Mr.  Jamison.  Three  million  three  hundred  and  thirty-five  thou- 
sand tons,  approximately,  last  year. 

The  Chairman.  Do  you  think  the  price  of  that  sugar  has  increased 
to  the  extent  of  the  duty  to  the  consumers  ? 

Mr.  Jamison.  You  can  figure  it  very  easily  yourself. 

The  Chairman.  Do  you  think  it  has  been  increased  that  much? 

Mr.  Jamison.  If  you  deduct  450,000  tons  for  beets  and,  say, 
360,000— 

The  Chairman  (interposing).  The  domestic  product  gets  the  bene- 
fit of  the  duty  ?    They  add  the  duty  before  they  Avill  sell,  do  they  not  ? 

Mr.  Jamison.  Not  always.    Louisiana  frequently  will  sell — ^ 

The  Chairman  (interposing).  They  add  nearly  always  the  duty? 

Mr.  Jamison.  Not  necessarily.  Cuba  could  be  offering  sugar  at 
one-quarter  or  one-half  a  cent  under. 

The  Chairman.  Under  the  duty  added ;  and  Louisiana  would  have 
to  meet  that  price? 

Mr.  Jamison.  Yes. 

The  Chairman.  As  a  general  proposition,  the  price  is  the  duty 
added — on  raw  sugar,  I  mean. 

Mr.  Jamison.  I  do  not  know  that  that  is  right.  I  think  the  differ- 
ential in  favor  of  Cuba  enables  them — it  is  almost  entirely  for  the 
benefit  of  the  consumer.    They  get  the  full  benefit  of  it. 

The  Chairman.  You  think  they  do  ? 

Mr.  Jamison.  Pretty  nearly  all. 

The  Chairman.  The  duty  to  be  added  would  be  the  Cuban  duty? 

Mr.  Jamison.  Yes. 

The  Chairman.  That  would  be  substantially  accurate  ? 

Mr.  Jamison.  Y''es. 

The  Chairman.  And  the  sugar  the  people  of  the  United  States 
consume  costs  them  at  least  that  much  more  than  it  would  but  for 
this  duty? 

Mr.  Jamison.  I  should  imagine  the  amount  you  pay  annually  is 
very  nearly  the  amount  we  have  heard  here  was  invested  in  the  beet 
industry. 

The  Chairman.  One  hundred  million  dollars  a  year  ? 

Mr.  Jamison.  Yes,  roughly ;  that  is  not  accurately  speaking. 

The  Chairman.  That  is  all,  Mr.  Jamison.  The  committee  will 
excuse  you,  with  thanks  for  your  attendance  and  your  testimony. 

TESTIMONY  OF  MR.  GEOKGE  H.  EAELE,  JR. 

(The  witness  was  duly  sworn  by  the  chairman.) 
The  Chairman.  You  have  given  your  name  to  the  reporter? 
Mr.  Earle.  I  have,  sir. 

The  Chairman.  Your  name  is  George  H.  Earle,  jr.? 
Mr.  Earle.  Yes,  sir. 
The  Chairman.  Your  residence  ? 
Mr.  Earle.  Philadelphia. 

The  Chairman.  Did  you  ever  have  any  connection  with  the  sugar 
business? 
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Mr.  Eaele.  None  whatever.  I  was  president  of  a  warehouse  com- 
pany where  sugar  was  occasionally  stored. 

The  Chairman.  Do  you  remember  a  transaction  in  which  a  man 
named  Mr.  Adolpli  Segal  had  a  sugar  refinery  and  got  it  mortgaged 
to  the  American  Sugar  Refining  Co.  in  a  loan  transaction,  trans- 
acted through  one  Kissel  as  his  broker? 

Mr.  Earle.  I  spent  the  last  four  to  six  years  of  my  life  on  it,  so  I 
remember  it. 

The  Chairman.  You  are  such  an  intelligent  witness,  Mr.  Earle. 
I  will  ask  you  to  tell  the  committee,  giving  the  dates,  the  substantial 
history  of  that  transaction. 

Mr.  Earle.  The  Real  Estate  Trust  Co.  of  Philadelphia,  which 
was  one  of  the  largest  companies  there,  failed,  and  its  president 
committed  suicide 

The  Chairman   (interposing).  Who  was  its  president? 

Mr.  Earle.  Frank  K.  Whipple.  I  had  no  connection  of  any  kind 
with  it,  but  I  had  put  several  financial  institutions  that  had  gotten 
in  trouble  on  their  feet,  and  some  of  the  judges  sent  for  me  and 
asked  me  to  undertake  saving  this  company  through  becoming  its 
receiver.  I  expressed  the  desire  not  to  do  so,  but  they  insisted  it  was 
a  public  duty,  so  I  did  take  the  receivership.  I  investigated  the 
causes  of  the  failure  and  my  conclusion  was  that  it  had  been  caused 
by  the  sugar  war  between  the  Sugar  Trust  and  Adolph  Segal. 

The  Chairman.  What  year  was  this? 

Mr.  Earle.  I  think  it  was  in  1896.. 

The  Chairman.  Was  it  not  1903  ? 

Mr.  Eaele.  No;  1906,  I  mean. 

The  Chairman.  1906  that  you  took  the  receivership? 

Mr.  Eaele.  Yes. 

The  Chaieman.  You  took  the  receivership  of  the  Real  Estate 
Trust  Co.?  •■ 

Mr.  Eaele.  Yes;  the  Real  Estate  Trust  Co.  of  Philadelphia. 

The  Chairman.  And  you  say  you  found  its  failure  had  been 
caused  by  some  of  the  operations  in  this  sugar  war  ? 

Mr.  Eaele.  That  was  my  conclusion. 

The  Chairman.  Will  you  tell  the  committee  why  you  came  to  that 
conclusion  and  what  facts  there  were  that  led  you  to  that  conclusion? 

Mr.  Earle.  Mr.  Segal  had  built  a  refinery  in  Camden,  and  the 
Sugar  Trust  had  bought  it  and  closed  it  down  or  kept  it  closed 
down.  I  do  not  think  it  ever  operated.  Mr.  Segal  thought  that 
was  very  good  business,  so  he  started  to  build  four  more.  He  went 
up  not  in  geometrical  progression,  but  he  went  four  times.  One  very 
large  one  had  reached  completion 

The  Chairman  (interposing).  What  was  the  name  of  that? 

Mr.  Earle.  That  was  the  Pennsylvania  Sugar  Refining  Co.  Mr. 
Segal  had  really  no  interest  in  that  refinery  whatever,  but  having 
built  it — I  mean  a  substantial  interest ;  he  had  a  paper  interest,  but 
the  claims  ahead  of  Mr.  Segal  very  much  more  than  represented  its 
whole  value.  Mr.  Segal  got  his  backing  for  this  expedition  in  the 
sugar  field  largely  from  Mr.  Whipple. 

The  Chairman.  He  was  president  of  the  Real  Estate  Trust  Co.? 

Mr.  Eaele.  Yes.  He  had  some  prominent  parties,  Mr.  Tilford, 
of  New  York,  and  Mr.  Wilson,  and  a  number  of  prominent  New 
Yorkers — I  am  giving  my  opinions  merely,  you  understand. 
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The  Chairman.  That  is  what  we  want.  We  are  not  confined  to 
strict  rules  of  evidence  here.  ' 

Mv.  Eaele.  I  suppose  the  Sugar  Trust  people  felt  if  they  bought 
a  nian.  out  and  he  built  four  more,  and  then  they  bought  him  out 
again,  and  he  would  build  16  more,  that  at  that  rate  of  progression 
he  would  get  them,  and  that  he  had  to  be  ended.  That  has  always 
been  my  conclusion.  So  they  then  made  an  arrangement  with  Mr. 
Segal — this  is  stating  it  very  shortly — by  which  the  Philadelphia 
refinery,  for  which  he  was  really  a  trustee,  should  be  put  in  charge 
of  a  committee  to  be  appointed  by  them,  who  were  normally  to  be 
its  directors,  under  a  contract  that  it  was  never  to  operate,  which, 
of  course,  meant  its  ultimate  failure. 

The  Chairman.  How  did  they  succeed  in  getting  Mr.  Segal  to  do 
any  such  thing  as  that  ? 

Mr.  Earle.  They  gave  him  one  and  a  quarter  million  dollars  to 
do  it. 

The  Chairman.  Through  whom  did  they  operate  in  giving  him 
that  money  ? 

Mr.  Earle.  Through  a  broker  named  Mr.  Kissel. 

The  Chairman.  Was  he  a  Philadelphia  man  ? 

Mr.  Earle.  No  ;  a  New  York  man. 

The  Chairman.  A  New  York  broker  named  Kissel? 

Mr.  Earle.  Yes. 

The  Chairman.  Can  you  tell  us,  from  your  connection  with  this 
Real  Estate  Trust  Co.,  which  Segal  was  in  and  which  had  to  go  into 
the  hands  of  a  receiver  on  account  of  his  conduct  and  operations,  how 
this  Kissel  matter  was  worked  ?    Did  you  investigate  that  ? 

Mr.  Earle.  As  I  heard  it — I  am  speaking  from  hearsay  now. 

The  Chairman.  You  investigated  this  pretty  carefully  ? 

Mr.  Earle.  I  had  to.  I  was  appointed  receiver  of  the  refinery, 
and  I  brought  the  suit,  and  I  personally  had  to  argue  it  on  an  appeal. 
It  was  lost  in  the  court  below,  so  on  appeal  I  argued  it  myself  and 
got  a  unanimous  reversal,  and  then  a  settlement. 

Mr.  Kissel,  as  Mr.  Segal  has  told  me — and  I  see  him  present,  and 
he  can  tell  the  details  himself — ^told  Mr.  Segal  he  could  lend  large 
sums  of  money  on  this  refinery,  which  was  the  chief  item  of  collateral, 
under  agreements  such  as  I  have  described  to  you,  in  order  that  Mr. 
Segal  should  build  a  very  large  hotel,  which  was  the  Majestic. 

The  Chairman.  Have  you  ever  read  this  bill  pending  in  the  south- 
em  district  of  New  York  against  the  American  Sugar  Refining  Co.? 

Mr.  Earle.  I  know  nothing  about  that,  except  I  have  just  heard 
of  it. 

The  Chairman.  Just  for  a  moment,  glance  over  this  Exhibit  L  to 
that  bill  and  see  if  that  is  the  contract  to  which  you  now  refer. 

Mr.  Earle  (after  examining  the  paper).  That  is  plainly  it.  I 
would  not  say  there  was  not  a  word  in  it  that  is  incorrect  without 
comparing  it. 

The  Chairman.  That  is  the  agreement,  substantially? 

Mr.  Earle.  That  is  the  agreement,  substantially. 

The  Chairman.  After  this  agreement  was  executed,  how  long  waa 
it  before  a  new  board  was  put  into  the  refinery? 

Mr.  Earle.  I  think  right  away. 
99220— No.  14— 11 T 
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The  Chairman,  Eight  away? 
Mr.  Eaele.  Very  promptly. 

The  Chairman.  It  was  the  same  day,  in  point  of  fact,  was  it  not  ? 
Mr.  Eaele.  I  do  not  keep  dates,  but  is  was  contemporaneous. 
'  The  Chaieman.  Who  selected  the  directors? 
Mr.  Eaele.  Mr.  Kissel.    Mr.  Kissel  was  the  trust's  agent. 
The  Chaieman.  Agent  of  the  American  Sugar  Eefining  Co.  ? 
Mr.  Eaele.  Yes;  and  they  passed  a  resolution  at  their  first  meeting 
that  the  refinery  was  not  to  operate,  and  then  they  adjourned  and 
never  had  another  meeting. 

The  Chairman.  That  refinery  was  completed,  as  I  understand  it, 
at  this  time,  in  1903? 

Mr.  Eaele.  Yes ;  one  of  the  best  refineries  in  the  world. 
The  Chaieman.  Do  you  know  the  capacity  of  it  ? 
Mr.  Eaele.  Two  thousand  barrels,  Mr.  McCarthy  says  [indicating 
a  gentleman  at  the  left  of  the  witness] . 

The  Chairman.  That  would  have  been  the  biggest  refinery  in  the 
country  ? 
Mr.  Eaele.  lit  would  have'been. 

The  Chaieman.  "Would  it  or  not  have  been  a  considerable  competi- 
tor of  the  trust  in  interstate  commerce  ? 

Mr.  Eaele.  It  could  not  have  existed  without,  because  it  could  not 
get  a  pound  of  sugar  without  invoking  interstate  commerce. 

The  Chairman.  Nor  could  it  distribute  its  product  without  going 
over  a  large  territory  ?  ■ 

Mr.  Earle.  Theoretically  it  could  but  practically  it  could  not. 
The  Chairman.  After  this  agreement  was  executed  through  Kissel, 
you  say  Kissel  had  a  new  board  put  in  at  once  ? 
Mr.  Earle.  Principally  his  own  clerks  in  his  own  office. 
The  Chairman.  Kissel's  own  clerks  ? 
Mr.  Earle.  Yes. 

The  Chairman.  And  they  passed  a  resolution  resolving  they  would 
not  operate  this  refinery  ? 

Mr.  Eaele.  I  think  they  took  a  contract  from  the  president  also 
that  he  would  not  operate  it  until  he  got  a  further  order  from  the 
board. 
The  Chairman.  Who  was  the  president? 
Mr.  Earle.  I  forget  his  name. 
The  Chairman.  It  was  not  Segal  ?i 
Mr.  Eaele.  No ;  it  was  some  man — Ramsey,  I  think. 
The  Chaieman.  A  man  they  put  in  ? 
Mr.  Earle.  No  ;  he  was  there. 

The  Chairman.  But  they  made  him  sign  a  contract  he  would  not 
operate  it  without  further  permission  from  the  board  ? 
Mr.  Earle.  Yes. 

The  Chairman.  Can  you  tell  us  what  justification  they  could  give 
to  the  stockholders  of  this  company  for  taking  valuable  property 
like  that  and  not  operating  it  ? 

Mr.  Eaele.  They  never  used  the  stockholders.    There  was  a  voting 
trust  also,  which  Mr.  Segal  and  Mr.  Whipple  had  arranged,  and. 
the  voting  trust  never  met.    They  stood  there  as  hold-over  officers 
until  the  collapse  came. 
The  Chairman.  Who  owned  the  majority  of  this  stock? 
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Mr.  Eaki^.  Some  other  corporation  of  Mr.  Segal's,  against  which, 
I  think,  the  Real  Estate  Trust  Co.  has  a  judgment,  which  it  can  not 
collect,  of  between  $2,000,000  and  $3,000,000. 

The  Chairman.  In  other  words,  the  funds  of  the  Eeal  Estate  Trust 
Co.,  or  a  large  amount  of  them,  went  into  this  very  refinery,  did 
they  not  ? 

Mr.  Eaehe.  I  have  not  the  slightest  doubt  they  paid  half  of  it. 

The  Chairman.  Through  these  corporate  jugglings,  first  putting 
the  money  in  one  corporation  and  then  taking  it  out  and  putting  it 
into  another,  and  finally  landing  it  in  the  refinery? 

Mr.  Earle.  Yes. 

The  Chairman.  So  while  you  do  not  appear  to  be  stockholders — 
and  I  mean  by  "  you  "  the  Eeal  Estate  Trust  Co. — in  this  Pennsyl- 
vania refinery,  it  did  appear  that  other  companies  which  were  large 
debtors  of  yours  were  stockholders  in  it  ? 

Mr.  Earle.  They  were  really  the  controlling  interest. 

The  Chairman.  And  really  the  beneficial  interest  of  this  stock 
ought  to  go  to  the.  Eeal  Estate  Trust  Co.  ? 

Mr.  Earle.  If  you  regard  equity,  except  the  interest  of  the  New 
York  stockholders.  There  are  quite  a  number  of  innocent  people 
there,  but  very  largely  in  the  minority. 

The  Chairman.  The  real  beneficial  interest,  or  the  real  money  or 
the  bulk  of  it,  was  put  up  from  the  funds  of  this  Eeal  Estate  Trust 
Co.? 

Mr.  Earle.  A  very  large  part  of  it. 

The  Chairman.  What  happened  after  this  loan  ? 

Mr.  Earle.  It  was  not  a  case  where  they  dealt  with  Mr.  Segal  for 
a  refinery  that  he  reaUy  had  any  interest  in.  It  was  a  case  where 
he  was  a  mere  trustee,  and  by  giving  a  personal  interest  against  this 
trust  they  got  what  they  wanted. 

The  Chairman.  This  $1,250,000,  Mr.  Earle — what  became  of 
that?     To  whom  did  they  give  that? 

Mr.  Earle.  To  Mr.  Segal. 

The  Chairman.  Do  you  know  what  he  did  with  that? 

Mr.  Earle.  I  think  most  of  it  went  to  their  broker,  Mr.  Kissel. 
I  do  not  think  Mr.  Segal  really  ever  got  anything  out  of  it. 

The  Chairman.  You  do  not  think  he  got  much  of  this  money  ? 

Mr.  Earle.  No. 

The  Chairman.  You  do  not  think  he  got  much  of  this.  Well,  who 
made  the  money  out  of  the  transaction— that  is,  so  far  as  the  million 
and  a  quarter  was  concerned — Kissel? 

Mr.  Earle.  I  think,  largely. 

The  Chairman.  Largely.  I  suppose  at  the  time  they  made  this 
contract  that  I  have  referred  to 

Mr.  Earle.  They  had  all  sorts  of  dealings.  Mr.  Kissel  took  an 
option  on  this  stock  that  was  put  up  as  collateral  with  the  Sugar 
Eefining  Co.,  and  then,  without  any  money  passing,  still,  Segal 
bought  his  option  off  and  made  $500,000  or  $600,000,  and  Mr.  Kissel 
got  that.  At  least  I  understand  he  got  it.  He  may  have  given  it  to 
somebody  else,  but  I  have  no  such  knowledge. 

The  Chairman.  So  that  to  some  extent  they  divided  the  proceeds 
of  this  million  and  a  quarter  between  the  two  of  them? 

Mr.  Earle.  I  think  that  would  about  cover  it. 
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The  Chairman.  Yes. 

Mr.  Earle.  You  Imow  I  am  only  giving  things  as  I  understand  ; 
them.    1  have  no  first-hand  knowledge  of  this. 

The  Chairman.  Yes;  I  understand  that. 

Mr.  Earle.  This  is  my  own  investigation  on  which  I  won  my  case. 

The  Chairman.  You  were  attorney  as  well  as  the  receiver  in  this 
case '( 

Mr.  Earle.  I  suppose  I  was,  because  I  argued  the  case;  but  I  did 
not  want  to  be. 

The  Chairman.  You  did  not  want  to  be.  Now,  the  directors  met 
and  they  resolved  that  this  refinery  could  not  operate,  and  they  did 
not  operate? 

Mr.  Earle.  There  were  other  attorneys. 
'     The  Chairman.  Yes;  I  understand  that  you  were  interested  only 
because  you  were  receiver. 

Mr.  Earle.  Gov.  Black,  of  New  York,  was  an  attorney  of  mine,, 
and  he  was  very  fearless,  and  fought  this  battle  hard. 

The  Chairman.  When  this  loan  came  due  did  anybody  pay  it — 
this  loan  of  a  million  and  a  quarter  ? 

Mr.  Earle.  Oh,  no. 

The  Chairman.  How  long  was  that  loan  for?  Do  you  remember 
without  referring  to  the  terms  of  the  contract  ? 

Mr.  Earle.  I  have  the  contract  there.  I  think  it  was  for  a  year;: 
but  the  refinery  was  not  to  be  opened  until  it  was  paid. 

The  Chairman.  Until  it  was  paid? 

Mr.  Earle.  Until  it  was  paid ;  and  it  never  was  paid. 

The  Chairman.  It  never  was  paid? 

Mr.  Earle.  And  it  never  will  be  paid. 

The  Chairman.  'What  has  become  of  the  refinery  now  ? 

Mr.  Earle.  The  refinery  is  in  Philadelphia  and  ready  to  operate. 

The  Chairman.  Is  it  equipped  and  complete? 

Mr.  Earle.  Yes. 
"The  Chairman.  To  whom  does  it  belong? 

Mr.  Earle.  It  belongs  to  its  bondholders  principally. 

The  Chairman.  Who  are  its  bondholders? 

Mr.  Earle.  The  Real  Estate  Trust  Co.  is  the  largest,  and  Frank 
Tilford,  Mr.  Wilson,  of  New  York,  and  Mr.  Synott,  of  New  Jersey. 
They  are  the  largest,  and  there  are  a  good  many  small  bondholders. 

The  Chairman.  Is  the  trust  interested  in  the  refinery  now  ? 

Mr.  Earle.  Not  that  I  know  of.  I  can  only  answer  for  the  bonds 
I  hold. 

The  Chairman.  Yes;  I  understand.  You  must,  of  course,  have 
some  general  knowledge  of  the  situation,  though. 

Mr.  Earle.  It  is  impossible  to  know  who  own  boiids. 

The  Chairman.  But,  so  far  as  you  know,  there  are  none  of  them 
in  the  hands  of  the  American  Sugar  Refining  Co.  ? 

Mr.  Earle.  I  do  not  know  anything  about  that  at  all. 

The  Chairman.  You  know  where  the  greater  part  of  them  are? 

Mr.  Earle.  I  believe  I  do. 

The  Chairman.  Why  is  it  not  operated  now  ? 

Mr.  Earle.  After  I  got  my  settlement  I  made  my  report  to  the 
court,  and  some  of  the  New  York  parties  went  into  the  court  after 
I  did  that  and  filed  a  paper  that  I  had  made  a  dishonest  report  to 
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the  court,  and  that  nobody  but  Mr.  John  G.  Johnson  could  tell  what 
it  was,  and  he  was  in  Europe. 

The  Chairman.  He  was  counsel  for  the  opposite  side? 

Mr.  Earle.  He  was  counsel  for  the  opposite  side.  I  think  that 
took  up  a  year.  This  was  by  our  own  bondholders.  Mr.  Johnson 
then  came  back  and  said  I  had  reported  the  settlement  just  exactly 
as  it  was  made ;  and  then  it  was  referred,  or  it  had  been  referred,  to 
a  master  to  say  who  owned  the  bonds. 

The  Chairman.  The  bonds  in  the  refinery? 

Mr.  Earle.  Yes;  so  that  we  could  make  a  sale  after  notice  to  all 
the  real  owners  in  that  litigation.  I  might  tell  you  that  I  had  con- 
sulted with  Mr.  Converse  and  some  other  very  wealthy  men,  and 
while  they  had  not  signed  any  contract,  they  practically  said  they 
would  supply  the  money  to  start  at  once,  and  I  believe  the  refinery 
Avould  have  been  running  ever  since 

The  Chairman.  But  for  this  litigation  ? 

Mr.  Earle.  This  new  litigation. 

The  Chairman.  Is  that  still  on  ? 

Mr.  Earle.  The  master  has  reported  to  the  court  now,  and  in  10 
days  the  court  will  confirm  that  report,  and  then  there  will  be  a  sale, 
and  then  we  will  know  who  owns  it. 

The  Chairman.  And  then  you  will  know  who  owns  it,  and  there 
will  be  some  chance  of  its  being  operated? 

Mr.  Earle.  I  should  think  it  was  possible.     I  do  not  know  now. 

The  Chairman.  Of  course,  you  can  not  tell  who  owns  it. 

Mr.  Earle.  Of  course,  it  would  have  been  operated  a  long  while 
ago 

The  Chairman.  But  for  the  litigation? 

Mr.  Earle.  Yes. 

The  Chairman.  You  said  that  awhile  ago.  Now,  coming  to  your 
suit  that  you  had  in  the  settlement,  will  you  tell  the  committee  what 
that  suit  was  in  which  Mr.  Johnson  was  opposite  counsel  and  Gov. 
Black  was  qpunsel  for  your  side,  and  which  took  such  a  long  time  ? 

Mr.  Earle.  That  was  a  suit  under  the  Sherman  Act  for  treble 
damages. 

The  Chairman.  Against  whom? 

Mr.  Earle.  Against  the  American  Sugar  Eefining  Co.,  Henry  O. 
Havemeyer,  Mr.  Parsons,  who  drew  the  contracts  for  the  trust,  Mr. 
Kissel,  and  I  think' there  were  these  three  young  clerks,  who  after- 
wards I  found  really  did  not  know  anything  about  it. 

The  Chairman.  And  they  were  only  nominal  parties  ? 

Mr.  Earle.  Yes ;  and  we  dropped  them  out. 

The  Chairman.  Yes.  Now,  you  brought  that  suit.  How  long 
after  you  were  appointed  receiver  was  it  before  you  brought  the 
suit? 

Mr.  Earle.  Very  promptly ;  within  two  or  three  months. 

The  Chairman.  You  were  appointed  in  1906  as  receiver? 

Mr.  Earle.  I  think  so. 

The  Chairman.  About  1906? 

Mr.  Earle.  Mr.  McCarthy  says  it  was  in  November.  He  has  had 
charge  of  all  my  papers,  and  that  is  the  reason  he  is  here  to-day. 

The  Chairman..  It  is  very  good  to  have  him  along. 

Mr.  Earle.  I  hope  you  do  not  object,  because  he  is  here  only  to 
keep  me  from  making  mistakes  and  creating  discrepancies. 
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The  Chairman.  Yes.  Now,  in  whose  name  did  you  bring  that 
suit? 

Mr.  EAEtE.  I  think  in  the  name  of  myself  as  receiver,  or  I  may 
have  brought  it  in  my  own  name.  I  think  the  court  gave  me  au- 
thority to  sue  in  the  refinery's  name,  but  it  was  practically  a  receiver's 
suit. 

The  Chairman.  It  was  practically  a  receiver's  suit  ? 

Mr.  Earle.  Yes ;  I  had  not  the  slightest  interest. 

The  Chairman.  You  only  accepted  the  receivership  at  personal 
solicitation  ? 

Mr.  Earle.  I  felt  that  I  must. 

The  Chairman.  Yes ;  you  have  explained  that  before.  Before  you 
brought  suit  for  civil  damages  did  you  make  any  effort  to  get  the 
Government  of  the  United  States,  through  the  Department  of  Jus- 
tice, to  take  any  action  on  the  criminal  side  of  the  court  against  these 
people  ? 

Mr.  Earle.  I  got  the  Department  of  Justice  to  agree  to  prosecute. 

The  Chairman.  You  did?  Who  was  then  the  Attorney  General 
of  the  United  States? 

Mr.  Earle.  Really  there  was  not  any,  because  Mr.  Moody  had  been 
appointed  to  the  Supreme  Court  of  the  United  States  and  Mr.  Purdy 
had  been  made  Acting  Attorney  General  in  the  department.  I  would 
like  to  say  that  Mr.  Moody  never  passed  on  this  in  any  way.  I  have 
seen  all  the  papers  again  and  again  and  the  letters  that  he  wrote  to 
me  himself  said  that  as  he  was  going  on  the  Supreme  Court  Bench 
he  felt  that  he  ought  not  to  know  anything  about  the  case,  because  he 
might  have  to  sit  in  it  later,  and,  as  I  recollect,  he  said  that  it  might 
break  a  majority  of  the  Supreme  Court. 

The  Chairman.  That  being  true 

Mr.  Earle.  Mr.  Moody  had  nothing  to  do  with  it. 

The  Chairman  (continuing).  You  did  not  submit  it  to  Mr.  Moody 
for  those  very  proper  reasons,  and  Mr.  Purdy  was  Acting  Attorney 
General  ? 

Mr.  Earle.  I  was  told  that  Mr.  Purdy  would  take  the  matter  up 
with  me  for  action,  and  that  he  was  the  man  who  would  have  the  say 
in  the  matter. 

The  Chairman.  Did  you  see  him  ? 

Mr.  Earle.  Yes. 

The  Chairman.  Did  you  tell  him  these  facts  that  you  have  sketched 
in  outline  to  us  ? 

Mr.  Earle.  Through  Judge  William  W.  Porter  I  met  Mr.  Purdy 
in  the  department,  and  I  told  him  that  I  felt  that  we  were  entitled 
to  the  aid  of  the  Government,  as  this  was  not  a  personal  fight,  that 
it  was  the  court  making  this  fight  through  its  officers,  and  Mr.  Purdy 
said  that  he  would  like  very  much  to  have  every  detail  that  I  could 
give  him.  I  gave  him  every  detail,  and  after  he  had  heard  it,  he 
raised  some  questions  of  law,  and  I  handed  him  all  my  authorities, 

and  then  he  jumped  up,  and  he  said,  "We  will  send  the to 

jail.    This  is  the  case  that  the  United  States  has  wanted  for  years." 

The  Chairman.  Yes. 

Mr.  Earle.  He  says^  "  There  is  moral  turpide  here,  and  not  the 
mere  breach  of  a  technical  statute." 

The  Chairman.  Can  you  give  me  substantially  the  date  of  that 
conference? 
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Mr.  Eaei^.  I  can  find  it  out  for  you. 

The  Chairman.  We  will  give  you  the  opportunity  before  you  finish 
your  evidence.    I  would  like  to  know  about  the  date  of  that. 

Mr.  Eaeue.  Mr.  McCarthy  says  that  it  was  in  December,  1906. 

The  Chairman.  In  December,  1906  ? 

Mr.  Earle.  Nobody  could  have  acted  more  vigilantly  and  promptly 
than  Mr.  Purdy. 

The  Chairman.  Following  that  very  prompt  offer  of  aid,  what 
happened  ? 

Mr.  Earle.  Mr.  Purdy  said,  "  We  want  to  get  the  best  man  in  the 
United  States  to  take  this  case." 

The  Chairman.  As  special  counsel? 

Mr.  Earle.  As  special  counsel.  He  said:  "Whom  do  you  recom- 
mend ? "  I  said  that  I  thought  that  the  Government  would  select 
better  than  I  could ;  but  he  said,  "  You  have  done  so  much  in  this 
matter  and  know  so  much  about  it  that  I  think  some  one  should  be 
selected  agreeable  to  you."  He  said,  "Will  Mr.  James  M.  Beck 
do  ?  "    I  said  then  that  Mr.  Beck  would  do  perfectly. 

The  Chairman.  Is  Mr.  Beck  the  man  who  is  now  counsel  for  the 
American  Sugar  Refining  Co.  ? 

Mr.  Earle.  Yes.  Oh,  any  man  who  brings  a  suit  effectively 
against  a  trust  does  not  long  represent  the  people.  The  people  do 
not  pay  their  lawyers  well  enough. 

The  Chairman.  You  thought  that  selection  was  all  right? 

Mr.  Earle.  Yes ;  and  I  think  so  still. 

The  Chairman.  That  was  before  he  was  employed  by  the  Sugar 
Trust? 

Mr.  Earle.  Yes ;  he  had  been  doing  some  very  good  work  for  the 
Government.     He  was  assistant  to  the  Attorney  General. 

The  Chairman.  Yes.  Now,  following  this  very  prompt  action  of 
the  Acting  Attorney  General,  who  tooli  charge  of  it  ? 

Mr.  Earle.  This  was  before  I  tried  any  cases  at  all. 

The  Chairman.  Yes ;  I  understand ;  but  you  then  had  in  contem- 
plation some  civil  proceedings? 

Mr., Earle.  I  told  the  President  and  the  Attorney  General  that  if 
they  would  not  do  their  duty,  I  would ;  I  would  go  on  alone. 

The  Chairman.  You  took  this  matter  to  the  President  ? 

Mr.  Earle.  Yes;  of  course  I  took  it  to  the  President.  The  Presi- 
dent of  the  United  States  is  made  to  swear  that  he  will  enforce  the 
laws,  and  he  is  the  only  man,  under  the  Constitution,  who  does  so 
swear. 

The  Chairman.  Mr.  Eoosevelt  was  then  President  of  the  United 
States?  -  , 

Mr.  Earle.  Yes ;  he  was  then  President. 

The  Chairman.  Did  you  take  it  up  with  him  personally  dr  by 
letter? 

Mr.  Earle.  Entirely  in  correspondence. 

The  Chairman.  Is  that  correspondence  set  out  correctly  and  fully 
in  the  Senate  document  on  the  subject,  published  a  few  years  ago  ? 

Mr.  Earle.  It  is  not. 

The  Chairman.  It  is  not? 
Mr.  Earle.  No. 

The  Chairman.  Can  you.  make  any  additions  to  that  correspond- 
ence? ! 
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Mr.  Earle.  I  think  I  can.  A  good  many  of  my  letters  disappeared 
after  that,  but  I  have  some  of  them. 

The  Chairman.  Disappeared?  ; 

Mr.  Earue.  Yes. 

The  Chairman.  How? 

Mr.  Earle.  I  do  not  know.  I  have  no  suspicions  about  it.  I  have 
not  been  able  to  find  all  my  correspondence.  There  was  a  tremendoiis 
confusion  with  this  broken  company. 

The  Chairman.  You  have  a  copy  of  that  Senate  document,  have 
you  not? 

Mr.  Earle.  I  have  seen  a  copy. 

The  Chairman.  I  will  furnish  you  with  one  here,  and  I  will  ask 
you  before  you  leave  the  city,  or  before  you  conclude  your  evidence, 
if  possible,  and  if  you  can  not  do  it  then,  as  soon  as  you  return  home, 
to  supplement  your  evidence  by  putting  in  such  parts  of  that  corre- 
spondence as  are  not  in  the  Senate  document  to  which  I  refer. 

Mr.  Earle.  As  I  recollect,  I  think  I  can  give  you  that  at  once.  I 
have  a  fairly  good  memory. 

The  Chairman.  Of  course,  if  you  can  state  the  substance,  do  so. 

Mr.  Earle.  If  I  recollect,  the  Senate  document  shows  a  letter  to 
the  President. 

The  Chairman.  Yes ;  I  think  it  opens  that  way. 

Mr.  Earle.  I  need  not  detain  you.  If  I  make  any  mistake,  you 
can  correct  me.  But  I  do  not  expect  to  make  any  mistake.  I  do  not 
want  to  delay  you  with  this.  For  three  days  I  have  seen  gentlemen 
suffer,  and  sit  here  and  wait,  and  I  do  not  want  to  delay  anybody. 

The  Chairman.  We  have  plenty  of  time,  and  so  have  they.  Just 
take  your  time.    This  opens  with  a  letter  to  the  President. 

Mr.  Earle.  As  I  recollect  the  Senate  document,  there  was  a  prompt 
reference  to  the  Attorney  General,  and  then  a  long  correspondence 
with  the  Attorney  General  which  certainly  left  the  impression  on  my 
mind  that  the  President  knew  nothing  more  than  that  the  Attorney 
General  had  been  informed  in  the  matter,  and  probably  was  presum- 
ing he  was  doing  his  duty.  That  is  not  the  case.  I  wrote  repeatedly 
to  the  President. 

The  Chairman.  You  wrote  more  than  once? 

Mr.  Earle.  Oh,  yes. 

The  Chairman.  Before  you  ever  got  to  the  Department  of  Justice? 

Mr.  Earle.  My  great  objection  in  all  this  matter  is  because  of 
the  fact  that  the  President  and  Attorney  General  did  not  look  at 
my  testimony.  If  they  had  said,  "We  refuse  to  look  at  your  tes- 
timony," it  would  have  been  different,  but  I  never  have  been  able  to 
explain  that. 

The  Chairman.  What  have  you  there  ? 

Mr.  Earle.  I  have  two  letters  here,  and  I  think  you  will  find 
they  are  not  in  the  Senate  document. 

The  Chairman.  Suppose  you  read  these  letters. 

Mr.  Earle.  I  need  not  bother  you  to  read  these,  need  I  ? 

The  Chairman.  I  think  you  had  better  do  it.  They  have  not 
been  published.  We  have  here  what  has  been  published,  and  I  would 
like  to  see  these. 

Mr.  Earle.  This  first  letter  is  dated  October  1,  1906. 

Mr.  Eaker.  Mr.  Chairman,  is  the  number  of  that  Senate  docu- 
ment given ?     It  is  Senate  Document  No.  686. 
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The  Chairman.  You  see,  the  date  of  this  first  letter  here  is  in 
January. 

Mr.  Hinds.  Can  we  not  have  the  letter  described  by  reading  the 
caption  ? 

The  Chairman.  Which  letter? 

Mr.  Hinds.  The  document.  In  what  way  did  it  come  before  the 
Senate  ? 

Mr.  Earle.  This  is  entitled,  "American  Sugar  Refining  Co.  Mes- 
sage from  the  President  o:^  the  United  States."  He  sent  this  to  the 
Senate  of  the  United  States  as  the  correspondence,  and  it  is  not  the 
correspondence. 

Mr.  Hinds.  Was  that  in  response  to  an  inquiry  ?  Will  you  not  read 
the  caption? 

Mr.  Earle.  It  says,  "  In  response  to  Senate  resolution  of  January 
22,  1909." 

The  Chairman.  Asking  for  information  about  this  very  matter. 
You  might  proceed,  then. 

Mr.  Earle.  You  want  me  to  read  this  letter,  then,  do  you  ? 

The  Chairman.  Yes;  I  think  so.  You  say  this  document  does  not 
contain  the  entire  correspondence? 

Mr.  Earle.  I  mean  to  say  that.  This  I  have  here  is  all  that  I 
found. 

The  Chairman.  The  document  is  not  the  entire  correspondence  ? 

Mr.  Earle.  Oh,  no. 

The  Chairman.  Now,  supplement  it  as  far  as  you  can. 

Mr.  Earle.  This  letter  is  dated  October  1,  1906,  and  this  is  my  first 
letter  to  the  President.  My  stenographer  copied  these,  and  I  suppose 
they  are  correct. 

The  Chairman.  All  right ;  just  read  that. 

Mr.  Earle.  This  letter  reads: 

[Personal.] 

October  1,  1906. 
Hon.  Theodore  Roosevelt, 

President  of  the  United  States. 
Mt  Dear  Sir:  I  was  pleased  to  receive  your  favor  of  the  28th  this  morning, 
as  I  began  to  labor  under  the  horrible  suspicion  that  this  might  prove  the  first 
occasion  upon  which  "-79  "  a^ed  assistance  from  "-80  "  and  did  not  get  it. 

We  were  at  Harvard  together.    That  has  nothing  to  do  with  this. 

The  Chairman.  Yes. 

Mr.  Earle  (continuing  reading  letter)  : 

Seriously — I  mean  still  seriously — the  matter  of  the  wrecking  of  the  Real  Es- 
tate Trust  Co.  by  the  Sugar  Trust,  if  justice  should  be  done,  needs  the  promptest 
attention  from  the  Attorney  General.  I  have  seen  a  number  of  the  conspirators 
who  wrecked  this  institution  for  the  benefit  and  at  the  instigation  of  the  Sugar 
Trust,  and  I  am  in  myself  a  magazine  of  evidence  against  them;  but  while 
we  have  been  waiting  and  doing  nothing  others  have  been  intensely  active, 
and  these  very  persons  who  were  hot  to  help  me  are  now  withholding  all  docu- 
ments and  evidence  at  their  command.  If  we  could  have  jointly  acted  a  little 
earlier  we  might  have  gotten  some  original  papers  which  we  greatly  need,  and 
may  find  it  very  difficult  to  do  so  now ;  but  I  have  copies  and  can  prove  them, 
although  not  all  the  facts  that  establish  the  infamy  of  this  conspiracy. 

I  think  I  should  tell  you  that  this  Segal  had  made  prior  attempts  to  create 
competition  for  the  trust  and  relief  to  the  public,  and  that  he  had  been  bought 
out  on  another  occasion ;  so  that  it  Is  my  conviction,  and  I  think  the  evidence 
shows  it,  that  their  purpose  was  not  merely  to  stifle  this  attempt,  but  to  ruin 
him  and  his  backers  forever,  so  that  there  should  be  no  more. 
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Dealing  with  so  much  abler  men,  I  do  not  want  to  suggest  a  course;  but  some- 
one of  the  highest  ability  should  come  here  where  these  people  are  and  co- 
operate with  me. 

It  has  often  happened  that  you  have  been  able  to  punish  the  oppressors  of 
the  public,  but  there  has  really  been  no  occasion  where  there  has  been  sub- 
stantial evidence  against  so  many  of  the  first  rank,  and  I  totally  misjudge  your 
character  if  you  have  lost  your  preference  for  "  large  game." 
Believe  me  to  be,  as  ever,  your  obedient  servant, 

George  H.  Eable,  Jr.,  Receiver. 

He  has  lost  his  preference.    I  was  mistaken. 

The  Chaieman.  That  was  the  first  time  you  had  ever  written  him 
about  it? 

Mr.  Eakle.  No.  The  first  time  is  what  he  gave  to  the  public.  This 
one  he  did  not  give  them. 

The  Chairman.  All  right.    Have  you  got  any  more  there  ? 

Mr.  Eaele.  I  found  one  other  letter,  dated  October  27, 1906,  which 
is  as  follows : 

October  27,  1906. 
Hon.  Theodore  Roosevelt, 

President  of  the  United  States.  Washington,  D.  G. 

Dear  Sir  :  Of  course  nine-tenths  of  the  rumors  that  one  hears  from  Washing- 
ton are  incorrect,  but  I  have  been  somewhat  disturbed  by  the  fear  that  you 
might  have  misunderstood  my  purpose  in  directly  communicating  with  you  in 
relation  to  the  Sugar  Trust  matter.  If  you  have  not  already  learned  it,  I  hope 
that  you  will  now  believe  that  I  had  no  ulterior  purpose  beyond  performing  a 
duty  and  aiding,  if  I  could,  one  whose  devotion  to  duty  was  my  chief  cause  for 
admiration.  I  do  not  wish  to  be  understood  as  criticizing  anybody  else,  even  by 
implication,  but  I  wrote  directly  to  you  because  of  my  trust  in  you. 

I  thought  that  the  case  that  had  come  to  my  attention  in  the  performance  of 
an  unsought  trust  both  might  enable  the  Government  to  enforce  a  most  impor- 
tant statute,  hitherto  unused,  and  at  the  same  time  to  demonstrate  that  the  oft- 
made  assertion  of  the  trusts  that  they  were  but  technically,  not  morally,  guilty 
of  crime  was  untrue.  When  men,  for  pecuniary  ends,  violate  one  class  of  laws, 
they  do  not  stop  at  infringing  others ;  but  when  they  so  charge  that  the  Govern- 
ment is  persecuting  them  for  making  mere  necessary  business  arrangements,  it 
is  difficult  to  prove  the  untruth  of  their  assertions.  And  so,  when  I  found  a  case 
of  first  impression,  where  there  was  proof  of  what  I  consider  pure  villainy,  I 
thought  it  my  duty  to  lay  it  directly  befbre  you.  And  I  have  or  had  no  other 
end  to  serve.  I  want  nothing,  politically  or  otherwise,  and  would  so  far  rather 
aid  than  impede  your  important  work.  I  hope  you  will  now  believe  this.  In 
my  judgment,  the  Sugar  Trust  ruined  this  great  institution,  but  by  our  efCorts 
we  have  now  repaired  that  wrong,  and  it  will  continue  as  one  of  the  strongest 
institutions  in  this  city. 

I  have  followed  your  suggestion  and  visited  the  Attorney  General,  who.  In 
turn,  referred  me  to  Mr.  Purdy,  at  which  I  greatly  rejoice,  for,  unless  I  have 
misread  his  character,  he  is  intelligent,  fearless,  and  devoted  to  the  performance 
of  his  duty.  I  think  he  now  understands  the  importance  of  this  case,  and  so 
I  am  content,  and  wish  to  thank  you  for  whatever  trouble  you  may  have  been 
put  to  by  my  appeal  to  you. 

Deeming  it  possible  that  you  might  be  interested  in  seeing  the  method  by 
which  so  great  a  ruin  was  changed  into  success,  I  take  the  liberty  of  inclosing 
the  two  communications  which  I  sent  to  the  stockholders  and  creditors,  and 
which  in  their  results  have  met  the  evils  resulting,  as  I  believe,  from  the  greed 
and  crime  of  the  Sugar  Trust.  Of  course,  I  do  not  wish  you  to  read  all  this 
unless  possibly  you  be  interested  in  such  matters. 

Believe  me  to  be,  your  obedient  servant,  George  H.  Earlb,  Jr. 

That  is  all  I  have  been  able  to  find  of  the  correspondence  with  the 
President. 

The  Chairman.  The  first  of  these  is  October  1,  1906,  and  the  other 
is  October  27,  1906.    What  is  the  first  letter  in  that  document  dated? 

Mr.  Earle.  The  first  letter  here  is  dated  September  21.  1906. 
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The  Chairman.  A  little  bit  iaefore  this.  That  reaUy  was  the  first 
letter  you  wrote  to  him,  that  one  of  September  21,  1906? 

Mr.  Earu!.  The  first  one  I  have  any  record  of. 

The  Chairman.  Then  you  appealed,  in  September,  1906,  to  the 
President  ? 

Mr.  Earle.  I  told  him  the  whole  story. 

The  Chairman.  And  told  him  the  whole  story.  How  long  before 
you  finally  got  to  the  Attorney  General  in  the  Department  of  Justice? 

Mr.  Earle.  I  think  this  will  probably  show.  There  is  a  letter 
here  from  Mr.  Moody.  I  never  saw  Mr.  Moody.  This  letter  is  on 
page  5  of  this  Senate  document.  In  it  he  says  that  the  President  has 
referred  to  him  a  letter  of  mine. 

The  Chairman.  Did  you  go  to  see  him  at  the  department? 

Mr.  Earle.  Yes;  I  did. 

The  Chairman.  That  was  the  occasion  when  you  saw  Mr.  Purdy  ? 

Mr.  Earle.  No ;  I  did  not  see  Mr.  Purdy.  I  did  not  see  anybody. 
I  was  unsuccessful.    Mr.  Purdy  was  too  occupied  to  see  me. 

The  Chairman.  After  asking  you  to  come,  he  did  not  see  you  ? 

Mr.  Earle.  I  have  no  criticism.     I  think  he  was  occupied. 

The  Chairman.  He  really  was  occupied? 

Mr.  Earle.  Yes;  but  I  think  he  also  had  made  up  his  mind  that 
it  was  not  proper  for  him  to  take  this  up. 

The  Chairman.  And  participate  in  it  at  all  ? 

Mr.  Earle.  Yes;  and  in  some  way  or  other  I  was  told  that  Mr. 
Purdy  had  it  in  entire  charge. 

The  Chairman.  How  long  after  that  was  it  before  you  were  able 
to  have  an  interview  with  the  Department  of  Justice  ? 

Mr.  Earle.  You  can  see  from  this.  Probably  I  wrote  that  letter 
just  after  I  saw  Mr.  Purdy,  because  then  I  believed  Mr.  Roosevelt 
was  going  to  act  as  I  always  expected  he  would. 

The  Chairman.  That  was  in  the  latter  part  of  October  ? 

Mr.  Earle.  Yes. 

The  Chairman.  Then  after  that  conversation  with  Mr.  Purdy 
what  happened? 

Mr.  Earle.  Nothing  happened. 

The  Chairman.  It  just  stayed  that  way? 

Mr.  Earle.  It  just  stayed  that  way  until  Mr.  Bonaparte  came  into 
office,  and  Mr.  Purdy  was  appointed  to  the  bench,  and  defeated  in 
confirmation ;  and  that  was  everything  from  the  department  except  a 
number  of  briefs  in  regard  to  the  Sugar  Trust,  which  Mr.  Bonaparte 
was  kind  enough  to  send  me,  and  very  bad  ones,  as  the  court  after- 
wards held. 

The  Chairman.  You  made  repeated  efforts,  then,  after  Mr.  Bona- 
parte succeeded  to  the  Attorney  Generalship,  to  get  him  to  take  it  up  ? 

Mr.  Earle.  The  printed  document  shows  it. 

The  Chairman.  The  printed  document  shows  the  facts  in  respect 
to  that? 

Mr.  Earle.  The  printed  document  gives  everything  on  that. 

The  Chairman.  You  might  summarize  that,  and  just  tell  us  about 
how  many  visits  you  made  and  how  many  appeals  you  made. 

Mr.  Earle.  I  made  a  considerable  number  of  visits  to  see  Mr. 
Bonaparte. 

The  Chairman.  Did  you  ever  see  him? 
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Mr.  Earlb.  No;  and  then  I  made  a  number  of  appeals  to  have 
some  one  look  at  the  documentary  proofs  I  had. 

The  Chairman.  To  whom  did  you  make  those  appeals? 

Mr.  Earle.  To  Mr.  Bonaparte.  You  will  find- this  in  letter  aft^r 
letter ;  and  his  answer  was  that  the  decision,  which  later  was  •  a 
fossilized  one,  was  very  good  law  to  the  Roosevelt  administration, 
and  that  he  really  could  not  meet  the  Knight  case. 

The  Chairman.  Will  you  please  explain,  for  the  benefit  of  the 
committee,  on  the  record,  what  the  Knight  case  was? 

Mr.  Earle.  The  Knight  case  was  a  case  where  the  American  Sugar 
Hefining  Co.  bought  a  number  of  sugar  factories  and  ran  them  arid 
made  more  sugar — the  Supreme  Court  so  found — and  they  drew  the 
conclusion  from  the  fact  that  they  had  increased  the  trade  in  sugar ; 
that  that  was  not  intended  to  restrain  trade  when  they  did  it.  This 
was  a  case  after  that,  and  Judge  Holt  decided  that  the  recital  of  the 
facts  in  the  Knight  case  was  not  correct;  that  they  had  not  made 
more  sugar  there,  and  that  they  had  decreased  it,  and  therefore  this 
case  and  the  Knight  case  were  alike.  But  the  distinction  is  just  the 
same  as  that  between  yes  and  no. 

The  Cpiairman.  Judge  Holt  was  the  circuit  judge? 

Mr.  Earle.  He  was  the  first  judge  who  heard  this  case,  and  he 
dismissed  it  on  the  ground  that  in  both  cases  the  refineries  had 
been ■ 

The  Chairman.  In  other  words,  he  decided  this  case  ? 

Mr.  Earle.  By  stating  the  facts  in  the  Knight  case  opposite  to  what 
'  they  were. 

The  Chairman.  You  appealed  from  that?  "'■■  j 

Mr.  Earle.  Yes ;  and  there  was  a  unanimous  reversal. 

The  Chairman.  Did  you  take  it  to  the  circuit  court  of  appeals? 

Mr.  Earle.  Yes;  and  they  unanimously  reversed  it. 

The  Chairman.  They  reversed  the  decision  of  Judge  Holt? 

Mr.  Earle.  They  could  not  help  it.  You  can  not  say  that  black  is 
white  and  stick  to  it. 

The  Chairman.  Did  you  carry  it  to  the  Supreme  Court  of  the 
United  States? 

Mr.  Earle.  No  ;  there  was  a  trial,  and  then  there  was  a  settlement. 
Then  we  tried  it  in  New  Jersey,  and  the  New  Jersey  judge — not  the 
■court  of  errors  and  appeals,  but  the  lower  judge— held  that  all  these 
wrongs  had  been  committed,  and  that  it  was  a  very  infamous  case, 
but  that  it  did  not  prove  any  damage ;  that  the  trust  deprived  us  of 
our  million  and  a  half  and  the  property,  but  that  did  not  prove  any 
•damage. 

The  Chairman.  That  did  not  show  that  you  had  lost  anything? 

Mr.  Earle.  Our  property  had  been  confiscated,  but  it  was  no  loss. 

The  Chairman.  Before  we  go  into  the  settlement  of  this  case,  let 
us  go  back  just  a  minute  to  your  dealings  with  the  Attorney  General's 
office.  Do  you  remember  about  what  time  Mr.  Charles  J.  Bonaparte 
became  Attorney  General  of  the  United  States  ? 

Mr.  Earle.  This  correspondence  will  show. 

The  Chairman.  I  know  that,  but  I  want  to  get  it  in  the  record. 
We  do  not  want  to  put  that  entire  thing  in  the  record,  so  you  might 
state  it. 

Mr.  Earle.  I  do  not  remember. 
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The  Chairman.  How  long  did  you  keep  up  this  effort  with  Mr. 
Bonaparte  to  get  him  to  do  something,  after  he  became  Attorney 
General? 

Mr.  Eaele.  I  kept  it  up  longer  than  I  thought  he  would  do  any- 
thing, because  I  thought  there  ought  to  be  a  record  made  of  the  way 
he  was  conducting  the  office. 

The  Chairman.  Did  you  make  any  further  appeals  to  the  Presi- 
dent? 

Mr.  Eaele.  The  last  here  is  April  15,  1907. 

The  Chairman.  Then  you  kept  it  up? 

Mr.  Earle.  Then  I  went  on  myself. 

The  Chairman.  Did  you  finally  appeal  again  to  the  President  of 
the  United  States  ? 

Mr.  Eaele.  No. 

The  Chairman.  You  made  no  further  personal  appeal? 

Mr.  Earle.  I  made  no  further  personal  appeal. 

The  Chairman.  In  April,  1910,  you  began  your  own  suit,  after  the 
Government  would  not  do  anything? 

Mr.  Earle.  I  began  it  before  that;  but  I  went  ahead  with  it  and 
relied  on  myself. 

The  Chairman.  You  brought  that  suit  in  the  circuit  court  of 
Pennsylvania? 

Mr.  Earle.  In  the  circuit  court  of  New  York. 

The  Chairman.  Of  New  York? 

Mr.  Eaele.  For  the  southern  district  of  New  York. 

The  Chairman.  For  the  southern  district  of  New  York,  to  enforce 
the  civil  penalty  provided  under  the  Sherman  antitrust  law  ? 

Mr.  Eaele.  That  is  all  I  could  do  under  the  Sherman  law. 

The  Chairman.  And  you  tried  the  case  and  lost  it  on  demurrer  in 
the  trial  court?    That  decision  was  reversed? 

Mr.  Earle.  Yes. 

The  Chairman.  You  have  stated  all  this,  but  I  am  going  over  it  so- 
as  to  get  it  all  together. 

Mr.  Earle.  You  are  repeating  it  with  perfect  accuracy. 

The  Chairman.  That  decision  was  reversed  by  a  unanimous  de- 
cision of  the  circuit  court  of  appeals,'  and  then,  before  the  trial  of  the 
case 

Mr.  Earle.  On  the  trial. 

The  Chairman.  On  the  trial  of  the  case.  While  the  trial  was  pend- 
ing  

Mr.  Earle.  While  it  was  going  on. 

The  Chairman  (continuing).  You  settled  the  case  with  the  de- 
fendant for  your  clients  ? 

Mr.  Earle.  Yes. 

The  Chairman.  Now,  will  you  please  tell  us  what  they  paid  you  to 
settle  that  case — ^what  the  terms  of  settlement  were  ? 

Mr.  Earle.  They  gave  us  all  the  securities  that  they  had  received 
under  that  agreement. 

The  Chairman.  Under  the  Kissel  agreement? 

Mr.  Earle.  The  bonds  of  the  refinery  and  the  stock,  and  I  think 
they  gave  us  Standard  Iron  Mining  Co.  stock  and.  some  more  col- 
lateral. We  got  all  the  collateral,  whatever  there  was.  I  have  the 
contract. 
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The  Chairman.  That  Segal  put  up  to  get  this  loan  from  Kissel  ? 

Mr.  Eahue.  Yes. 

The  Chairman.  Then  what  else  did  you  get? 

Mr.  Eable.  I  think  we  got  three-quarters  of  a  million  in  cash. 

The  Chairman.  Besides,  of  course,  court  expenses  ? 

Mr.  Earle.  I  have  no  recollection  of  the  minor  details. 

The  Chairman.  Do  you  remember  whether  the  lawyers  were  paid 
by  them  ? 

Mr.  Earle.  No,  sir ;  each  side  paid  its  own  counsel. 

The  Chairman.  So  that  you  came  out  with  the  securities  to  which 
you  have  referred  and  three-quarters  of  a  million  in  cash  as  a  result 
of  this  effort  you  made  yourself? 

Mr.  Earle.  Yes ;  and  the  most  remarkable  thing  was  that  it  was  in 
a  case  where  the  court  had  held  there  was  no  evidence  of  any  damage 
at  all 

The  Chairman.  But  that  was  finally  what  that  court  had  to  do  ? 

Mr.  Earle.  It  is  all  in  the  record  here. 

The  Chairman.  Mr.  Beck  was  not  interested  in  this  suit,  was  he? 

Mr.  Earle.  Not  at  all. 

The  Chairman.  The  Government  did  not  bring  any  prosecution, 
did  it? 

Mr.  Earle.  The  Government  refused  to.  Here  is  the  corre- 
spondence.   They  would  not  even  look  at  the  testimony. 

The  Chairman.  As  long  as  we  are  not  going  to  put  that  corre- 
spondence in  our  record,  I  want  to  put  in  the  facts,  and  I  will  ask 
you  to  state  them  for  the  benefit  of  the  record  here.  The  Government, 
then,  did  not  prosecute  ? 

Mr.  Earle.  Mr.  Bonaparte's  decision  was  exceedingly  like  Judge 
Holt's.' 

The  Chairman.  That  you  had  not  been  damaged  ? 

Mr.  Eari^.  No,  no;  Judge  Holt's  decision  was  that  the  Knight 
case  ruled ;  because,  notwithstanding  the  report  that  they  had  made 
that  they  produced  more  sugar,  they  had  not  run  at  all.  Therefore, 
the  cases  were  parallel. 

The  Chairman.  I  see. 

Mr.  Earle.  I  thought  you  would. 

The  Chairman.  I  ask  you  this  question  for  the  benefit  of  one  of 
my  colleagues,  entirely.  The  Government  of  the  United  States  had 
no  connection  whatever  with  this  suit  which  you  got  such  substantial 
results  out  of? 

Mr.  Earle.  Not  the  slightest.  They  had  this  connection,  that 
they  had  sent  me  a  brief  that  I  had  no  case. 

The  Chairman.  Who  prepared  that  brief  ?  '^ 

Mr.  Earle.  The  letter  of  the  Attorney  General  is  a  long  argument, 
that  I  answered  in  every  detail. 

The  Chairman.  That  was  Mr.  Bonaparte? 

Mr.  Earle.  There  was  not  the  slightest  resemblance  between  this 
case  and  the  Knight  case,  but  the  Knight  case  was  used  by  the  Eoose- 
velt  administration  when  it  wanted  to  do  something  against  the  Sher- 
man Act.    This  was  not  the  only  case  of  that. 

The  Chairman.  Do  you  know  of  any  other? 

Mr.  Earle.  That  of  the  Steel  Trust.  I  suppose  you  have  heard 
of  that? 

The  Chairman.  Yes. 
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Mr.  Earle.  And  that  was  what  took  my  breath ;  when  Mr.  Eoose- 
velt  later  announced  that  it  took  fossilized  judges  to  decide  that  case. 

The  Chairman.  Of  course  that  was  a  little  astonishing. 
_   Mr.  Eakle.  I  thought  the  remedy  was  to  have  another  good  test, 
instead  of  saying  that  the  act  applied  to  so  many  cases  that  did  not 
resemble  it. 

The  Chairman.  In  all  events,  that  the  Executive  might  have  rec- 
ommended that  the  act  be  cured  by  necessary  legislation,  if  it  was  so 
fatally  defective  as  all  that? 

Mr.  Earle.  Or  even  the  Constitution  might  have  been  amended, 
because  you  can  do  that  in  this  country. 

Th'e  Chairman.  Mr.  Earle,  has  the  Government  ever  prosecuted 
anybody  criminally  on  account  of  this  transaction  ? 

Mr.  Earle.  When  Mr.  Taf t  came  in,  the  Attorney  General  brought 
suit,  and  they  then  stated  that  the  delay  had  been  so  long  under  the 
Koosevelt  administration — I  mean  under  the  antitrust  law 

The  Chairman.  Yes. 

Mr.  Earle  (continuing).  That  the  statute  of  limitations  barred  it. 

The  Chairman.  So  that  that  case  is  now  pending? 

Mr.  Earle.  It  was  decided  again,  I  think,  by  Judge  Holt,  that  the 
statute  did  bar  any  prosecution,  and  the  Supreme  Court  of  the 
United   States  unanimously  reversed  that  decision,   and  the   case 
is  now  pending. 
,  The  Chairman.  In  the  district  court  in  Philadelphia? 

Mr.  Earle.  No;  in  New  York  still. 

The  Chairman.  In  New  York  still? 

Mr.  Earle.  Yes. 

The  Chairman.  Because  this  loan  was  made  in  New  York;  is 
that  it? 

Mr.  Earle.  No;  your  act  is  very  defective  in  that  one  thing. 

The  Chairman.  How  is  that? 

Mr.  Earle.  A  trust  can  go  into  any  part  of  the  United  States  and 
destroy  any  industry,  and  you  have  got  to  go  to  the  place  where  it 
'chooses  to  have  its  head  office,  where  every  sentiment  may  be  in  its 
favor,  and  sue  it  there. 

The  Chairman.  So  far  as  a  civil  suit  is  concerned? 

Mr.  Earle.  Yes. 

The  Chairman.  But  so  far  as  a  criminal  action  is  concerned  its 
venue  is  where  the  act  is  committed  ? 

Mr.  Earle.  If  you  gentleman  want  to  remedy  that  act,  you  ought 
to  remedy  that. 

The  Chairman.  That  is  the  ordinary  rule  of  the  civil  law. 

Mr.  Earle.  Yes;  but  where  you  are  dealing  with  a  trust  you  are 
not  dealing  with  ordinary  cases. 

The  Chairman.  You  do  not  think  they  are  ordinary  people  ? 

Mr.  Earle.  No. 

The  Chairman.  You  may  be  right  about  that ;  but  in  civil  matters 
that  is  the  rule,  of  course,  laid  down  in  the  Sherman  Act;  but  in 
criminal  matters  the  venue  is  wherever  the  criminal  act  is  com- 
mitted. 

Mr.  Earle.  Yes. 

The  Chairman.  And  this  loan  must  have  been  made  in  New  York, 
to  get  jurisdiction  there.    No ;  it  was  in  Philadelphia. 

Mr.  Earle.  Yes ;  in  both  places. 
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The  Chairman.  Did  they  prosecute  in  New  York  ?       . 
.  Mr.  Earlce.  Yes. 

The  Chairman.  Are  those  suits  pending? 
.  Mr.  Earle.  Yes. 

The  Chairman.  Have  they  been  tried  since  the  reversal  by  the ; 
Supreme  Court?  '  .  . 

Mr.  Earle.  They  have  not  been  tried. 

The  Chairman.  The  Supreme  Court  simply  decided  that  the 
statute  of  limitations  did  not  protect  these  people  ? 

Mr.  Earle.  The  Suprerhe  Court  in  effect  decided  that  you  could 
not  start  a  condition  which  created  a  public  evil,  and  then  go  on 
profiting  by  it,  and  saying  that  the  statute  was  running  while -you 
were  the  beneficiary  of  your  own  wrong. 

The  Chairman.  While  the  condition  continued  ? 

Mr.  Earle.  Yes. 

The  Chairman.  That  is  it,  exactly? 

Mr.  Earle.  Yes. 

.  Mr.  Raker.  On  that  loan  I  want  to  ask  one  question.  As  I  under- 
stand you,  under  the  Sherman  antitrust  law  the  suit  must  always 
be  had  at  the  home  of  the  corporation  ? 

Mr.  Earle.  Yes.  They  can  always  choose  their  venue.  Public 
sentiment  differs  in  certain  places,  and  they  can  always  have  their 
office  where  it  is  most  favorable. 

(At  5  o'clock  p.  m.,  the  committee  adjourned  until  to-morrow^ 
Thursday,  June  29,  1911,  at  10  o'clock  a.  m.) 
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Special  Committee  on  the  Investigation 
or  THE  American  Sugar  Refining  Co.  and  Others, 

House  OF  Representatives, 

June  29,  1911. 
The  committee  met  at  10  o'clock  a.  m.,  Hon.  Thomas  W.  Hard- 
wick  (chairman)  presiding. 

TESTIMONY  OF  MR.  GEORGE  H.  EARLE,  JR.— Continued. 

The  Chairman.  Mr.  Earle,  I  believe  when  you  suspended  your  tes- 
timony yesterday,  we  had  reached  the  point  where  you  told  about  get- 
ting $750,000  in  settlement  of  this  suit.  Can  you  give  me  practically 
the  date  of  that  settlement  ? 

Mr.  Earle.  Mr.  McCarthy  says  it  was  June  7, 1909,  and  that  would 
be  about  the  time  I  would  fix. 

The  Chairman.  Since  that  time,  for  a  period  of  a  little  over  two 
years,  litigation  has  prevented  anything  like  the  sale  and  reorganiza- 
tion of  this  Pennsylvania  refinery? 

Mr.  Earle.  The  settlement  was  not  confirmed  until  long  after- 
wards, because  of  the  matters  I  told  you  about. 

The  Chairman.  About  when  was  the  settlement  confirmed  by  the 
court  ? 

Mr.  Earle.  January  8,  1910. 

The  Chairman.  And  the  period  since  then,  a  little  over  a  year,  has 
been  consumed  by  other  litigation? 

Mr.  Earle.  In  getting  ready  for  the  ascertaining  of  who  were  the 
bondholders  and  going  through  other  various  matters.  I  think  that 
I  should  explain  that  I  was  then  discharged  as  receiver. 

The  Chairman.  You  have  since  been  president  of  the  company  ? 

Mr.  Earle.  No  ;  I  have  no  relation  with  it  at  all. 

The  Chairman.  I  mean  with  the  real  estate  company. 

Mr.  Earle.  Oh,  yea  But  the  sugar  refinery  is  being  run  by  its 
own  officers.     It  has  a  board  and  president  of  its  own. 

The  Chairman.  In  that  corporation,  however,  the  real  estate  com- 
pany is  a  considerable  stockholder  or  bondholder? 

Mr.  Earle.  Bondholder  and  stockholder,  both.  ... 

The  Chairman.  Can  you  give  me  the  amount  of  the  capitalization 
of  the  Pennsylvania  Sugar  Refining  Co.  ? 

Mr.  Earle.  There  were  $3,000,000  of  bonds  and  $5,000,000  of  stock. 
A  few  of  the  bonds  are  in  the  treasury,  I  believe ;  $125,000  of  bonds 
are  in  the  treasury  of  the  company. 

The  Chairman.  And  the  stock  is  all  common,  or  common  and  pre- 
ferred ? 
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Mr.  Eakle.  All  of  one  class. 

The  Chairjuan.  What  percentage  of  the  bonds  does  the  real  estate 
company  own  ? 

Mr.  Eaele.  a  little  over  half  of  the  outstanding  bonds. 

The  Chaiejian.  What  percentage  of  the  stock  does  it  own  ? 

Mr.  Eaele.  I  think  it  owns  a  control,  but  I  am  not  certain.  The 
stock  really  does  not  amount  to  anything. 

The  Chaieman.  The  stock  does  not  amount  to  anything  because 
the  property  is  not  worth  more  than  the  bonds  ? 

Mr.  Eaele.  It  is  not  worth  as  much  as  the  bonds. 

The  Chaieman.  Will  there  have  to  be  a  foreclosure  sale  ? 

Mr.  Eaele.  I  think  there  will  have  to  be  a  sale. 

The  Chaieman.  If  that  is  true,  the  bondholders  will  probably 
buy  it  in? 

Mr.  Eaele.  That  is  very  probable,  unless  somebody  bids  more. 

The  Chaieman.  Unless  somebody  bids  more  than  they  are  willing 
to  give? 

Mr.  Eaele.  Yes. 

The  Chaiejian.  Now,  as  to  this  Segal  transaction  which  you  re- 
lated yesterday  afternoon,  do  you  know  the  amount  of  interest  in 
the  form  of  various  renewals,  and  one  form  or  another,  that  Kissel, 
or  his  principals,  either  or  both,  extorted  from  or  demanded  and  took 
from  Mr.  Segal  during  the  progress  of  this  transaction  before  it 
was  finally  closed  up? 

Mr.  Eaele.  I  want  to  understand' just  what  you  want  from  me. 

The  Chaieman.  I  want  to  know  how  much  of  that  million  and  a 
quarter  Segal  actually  got. 

Mr.  Eaele.  I  can  not  give  you  that  exactly.  I  can  give  you  an  ex- 
planation which  will  make  it  plain  to  you.  All  my  papers  and 
everything  I  had  relating  to  this  matter,  according  to  my  present 
recollection — you  must  remember  it  was  five  years  ago,  a  great  deal 
of  it — were  taken  by  the  Government. 

The  Chaieman.  By  the  Department  of  Justice? 

Mr.  Eaele.  Yes.  I  am  not  criticizing  them.  They  were  properly 
taken. 

The  Chaie:man.  You  submitted  them  to  the  department? 

Mr.  Eaele.  No  ;  they  asked  for  them  and  came  and  got  them.  Ex- 
cept private  correspondence  and  things  of  that  kind,  I  do  not  think 
I  have  had  anything  for  a  long  time.  I  was  discharged  as  receiver, 
so  that  I  am  giving  you  now  my  loose  recollection,  and  I  do  not  want 
to  be  unjust  to  anybody,  and  I  want  you  to  understand  that  my  tes- 
timony might,  as  to  details,  contain  slight  errors.  It  is  like  a  long- 
distance view.  I  have  not  got  the  detail,  although  I  have  the  gen- 
eral effect  still  in  my  mind.  My  recollection  is  with  that  limitation, 
which  I  wish  to  apply  to  everything  I  say,  because  you  say  this  is  an 
informal  hearing 

The  Chaieman  (interposing).  No;  it  is  only  informal  to  this  ex- 
tent, that  we  are  not  bound  by  the  strict  rules  of  law. 

Mr.  Eaele.  Yes;  but  I  will  tell  you  some  things  I  know  from 
hearsay  and  some  things  which  are  just  my  opinion. 

The  Chaieman.  I  understand  that. 

Mr.  Eaele.  I  want  to  qualify  it,  because  it  might  be  unjust  to 
somebody  if  I  made  an  error.  My  recollection  is  that  out  of  the 
million  and  a  quarter,  either  in  paying  old  scores  to  Mr.  Kissel  or 
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his  associates,  whomever  it  went  to,  or  in  direct  or  indirect  commis- 
sions, and  so  forth,  they  got  everything  except  about  $87,000. 

The  Chairman.  They  got  everything  except  about  $87,000  ? 

Mr.  Eaele.  The  minute  Mr.  Segal  signed  that  paper  he  was  gone. 
There  was  not  the  slightest  possibility  of  his  surviving.  Now,  it  may 
be  a  little  different  from  that,  but  it  was  a  very  trivial  amount. 
_  The  Chairman.  Is  it  your  opinion  that  this  Kissel  loan  transac- 
tion was  the  cause  of  the  failure  of  this  refinery  to  be  put  into  op- 
eration ?    . 

Mr.  Earle.  Oh,  there  is  not  any  question  about  it. 

The  Chairman.  And  you  say  it  did  plainly  develop  that  the 
American  Sugar  Eefining  Co.  was  back  of  the  Kissel  loan  ? 

Mr.  Earle.  Why,  they  gave  Mr.  Kissel  a  contract  of  indemnity  for 
what  he  was  doing. 

The  Chairman.  That  was  produced  in  evidence? 

Mr.  Earle.  He  refused  to  go  on  until  they  signed  the  contract  in- 
demnifying him.  I  want  you  to  understand  that.  He  was  to  have 
everything.  He  was  not  trusting  them  with  anything.  He  held  the 
collateral,  he  held  their  money,  and  yet  they  gave  him  a  bond  of 
indemnity. 

The  Chairman.  Where  is  Kissel  now  ? 

Mr.  Eaele.  Mr.  Kissel  is  dead. 

The  Chairman.  Segal  is  alive? 

Mr.  Earle.  He  is  alive,  but  in  a  very  bad  physical  condition.  I 
think  he  has  had  a  paralytic  stroke.  It  is  my  impression  that  he  fell 
on  the  street  and  was  unconscious,  and  he  now  seems  to  be  feeble. 

The  Chairman.  What  became  of  Mr.  Hippie  ? 

Mr.  Eaele.  Mr.  Hippie  put  a  pistol  in  his  mouth  and  pulled  the 
trigger. 

The  Chairman.  What  was  the  cause  of  that,  Mr.  Earle  ? 

Mr.  Earle.  Well,  the  real  estate  company  was  so  deeply  involved 
in  this  refinery,  and  the  refinery  was  ruined  and  it  failed. 

The  Chairman.  Was  the  cause  mental  depression  as  a  result  of 
financial  loss  ? 

Mr.  Earle.  I  think  there  were  12,000  depositors  who  would  prac- 
tically have  lost  everything  if  the  directors  had  not  come  forward  and 
presented  the  company  with  $2,500,000. 

The  Chairman.  The  directors  raised  $2,500,000  for  the  company? 

Mr.  Earle.  Yes. 

The  Chairman.  Was  Mr.  Hippie  involved  in  such  way  that  he  was 
rendered  so  desperate  as  to  commit  suicide  ? 

Mr.  Earle.  Oh,  yes. 

The  Chairman.  Why  ?    Had  he  embezzled  funds  ? 

Mr.  Earle.  Well,  he  had  done  many  of  these  things  without  any 
authority  from  his  board.  He  got  in  a  certain  depth  and  then  he 
tried  to  pull  out  and  went  in  deeper,  just  as  the  ordinary  course  of 
such  matters. 

The  Chairman.  Now,  you  spoke  of  this  settlement.  With  whom 
did  you  make  that  settlement? 

Mr.  Eaele.  With  Mr.  John  G.  Johnson. 

The  Chairman.  He  was  counsel  for  the  defendant  in  that  case,  and 
the  negotiations  leading  to  the  settlement  were  conducted  with  him  ? 

Mr.  Eaele.  Yes. 
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The  Chairman.  Was  the  case  on  trial  at  the  time  the  settlement 
was  made? 

Mr.  Earle.  The  case  was  being  tried  by  Judge  Black. 

The  Chairman.  And  a  jury  ? 

Mr.  Earle.  Before  a  jury.  Judge  Holt  was  sitting,  and  Gov. 
Black,  of  New  York — I  do  not  mean  Judge  Black — was  trying  the 
case  for  the  Pennsylvania  Sugar  Refining  Co. 

The  Chairman.  How  far  had  the  case  proceeded?  Had  you 
offered  any  of  your  evidence? 

Mr.  Earle.  We  had  offered  all  of  our  evidence,  and  they  had 
offered  all  their  evidence. 

The  Chairman.  The  evidence  was  all  in  when  that  settlement  was 
made? 

Mr.  Earle.  Yes. 

The  Chairman.  Had  the  argument  begun? 

Mr.  Earle.  The  argument  Avas  just  about  to  begin. 

The  Chairman.  And  the  attorneys  in  the  case  got  together  and 
settled  the  matter  without  submitting  it  to  the  jury? 

Mr.  Earle.  Yes.  You  see,  my  position  was  this:  I  was  a  mere 
receiver  and  had  to  report  any  settlement  I  could  get  to  the  court  for 
its  confirmation.  I  think  Mr.  Johnson  made  a  perfectly  splendid 
settlement. 

The  Chairman.  For  his  clients  ? 

Mr.  Earle.  Yes.  I  think  there  was  a  very  good  chance  that  there 
would  have  been  a  verdict  for  $3,000,000,  which  would  have  been 
multiplied  by  three;  but  the  risk  of  going  on  was  one  which  the 
receiver  could  not  take. 

The  Chairman.  Before  you  could  get  that  settlement  through,  did 
you  have  to  suspend  the  case  before  the  court  could  confirm  it  ? 

Mr.  Earle.  The  court  waited  for  us,  and,  as  I  explained  yester- 
day, after  I  got  the  settlement  some  of  the  New  York  bond- 
holders  

The  Chairman  (interposing).  Objected  to  it? 

Mr.  Earle  (continuing).  Said  I  had  not  reported  truly  to  the 
court  what  the  terms  were,  and  Mr.  Johnson  was  to  be  their  witness 
to  prove  it,  and  he  had  gone  to  Europe. 

The  Chairman.  Prior  to  this  investigation,  were  the  terms  of  that 
settlement  ever  made  public,  or  do  you  know  ? 

Mr.  Earle.  Oh,  it  was  all  in  court,  and  all  confirmed  by  the  court. 

The  Chairman.  And  it  was  a  public  matter  ? 

Mr.  Earle.  Perfectly  public. 

The  Chairman.  And  the  amount  was  stated  in  public? 

Mr.  Earle.  Yes;  everything.  The  amount  was  between  two  and 
three  million  dollars,  I  think,  in'  value. 

The  Chairman.  That  was  the  amount  of  the  settlement  because 
they  gave  back  a  million  and  a  quarter  of  securities  and  $715,000 
cash. 

Mr.  Earle.  Yes ;  and  what  was  more  important,  they  gave  up  their 
hold  on  the  refinery,  and  it  went  back  to  its  real  owners. 

The  Chairman.  Was  Mr.  Beck  of  counsel  in  that  case  ? 

Mr.  Earle.  Not  at  all. 

The  CiiAiiniAN.  That  was  before  his  connection  with  the  sugar 
company  ? 
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Mr.  Eaele.  Entirely.  I  think  maybe  the  settlement  was  coii- 
firmed  by  the  court  after  he  was  in,  but  it  had  been  made  before, 
as  far  as  his  clients  were  concerned. 

The  Chairman.  Mr.  Earle,  I  want  to  ask  you  a  question  or  two 
which  I  shall  not  insist  upon  your  answering,  although  I  can  see 
some  relevancy  to  this  investigation,  or  I  would  not  ask  them. 
Would  you  mind  telling  the  committee,  and  if  you  have  any  objec- 
tion you  need  not  do  it,  whether  or  not  your  activity  in  this  matter, 
first,  in  endeavoring  to  secure  justice  for  the  cestui  que  trust,  whom 
you  represented;  and  second,  to  secure  justice  to  the  public  through 
the  Department  of  Justice,  in  the  vindication  of  the  criminal  law  of 
the  land,  did  those  efforts  result  in  any  persecution  of  you  by  these 
sugar  people — any  effort  to  hurt  you  in  any  way? 

Mr.  Earle.  Not  at  all.  Some  of  them  were  my  personal  friends, 
and  one  was  a  classmate  at  Harvard. 

The  Chairman.  V/hich  one  was  that? 

Mr.  Eable.  Mr.  Thomas. 

The  Chairman.  Mr.  Washington  Thomas  ? 

Mr.  Eaele.  Mr.  Washington  Thomas  and  Mr.  George  Frazier. 
Mr.  Thomas  was  a  classmate,  and  Mr.  George  Frazier  has  always 
been  very  friendly  to  me. 

The  Chairman.  Mr.  Frazier  is  a  Philadelphia  man  ? 

Mr.  Earle.  Yes ;  and  I  have  never,  in  this  whole  matter,  known  of 
anything  that  reflected  on  either  one  of  them.  I  would  have  been  very 
glad  to  have  been  out  of  it  for  personal  reasons. 

The  Chairman.  In  a  business  way  has  it  given  you  any  trouble  ? 

Mr.  Eaele.  I  do  not  think  so.  Some  talk  is  always  created.  I 
have  been  given  bad  motives,  which  is  something  that  anybody  who 
does  anything  good  must  expect  in  this  country. 

The  Chairman.  They  have  endeavored  to  criticize  you  ? 

Mr.  Earle.  A  great  deal.  I  notice  this  morning  the  statement 
that  my  whole  course  was  prompted  by  spleen  for  Mr.  Eoosevelt, 
whom  I  stumped  for  twice  and  whom  I  voted  for. 

The  Chairman.  And  you  had  nothing  but  the  kindest  feeling  when 
you  appealed  to  him  in  this  matter  ? 

Mr.  Eaele.  I  though  I  was  going  to  the  greatest  man  in  the 
universe  . 

The  Chairman.  You  almost  worshipped  him,  to  use  a  common 
expression  ? 

Mr.  Earle.  I  thought  as  much  of  him  then  as  the  people  of  Kan- 
sas now  do. 

The  Chairman.  And  you  have  had  no  personal  row  or  disagree- 
ment of  any  sort  with  him  even  yet? 

Mr.  Eaele.  I  was  asked  by  a  court  of  justice — and  a  Republican 
court,  too — to  get  justice  for  about  12,000  Philadelphians  who  were 
nearly  frantic.  I  said  I  did  not  like  the  job,  and  they  said,  "  I  think 
you  alone  can  do  it,"  and  it  was  a  public  duty,  and  I  assumed  it ;  and 
having  assumed  it,  I  had  no  other  course  except  the  one  I  followed. 

The  Chaieman.  When  these  tremendous  violations  of  the  criminal 
law  of  the  United  States  came  to  your  attention  you  felt  it  to  be  your 
duty  to  report  them  to  those  high  in  authority  and  give  them  an 
opportunity  to  have  the  laws  vindicated ;  is  that  the  idea  ? 

Mr.  Eaele.  I  am  just  as  anxious  that  my  son  should  remain  free 
as  my  ancestors  were  that  I  should  be. 
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The  Chairman.  In  my  opinion  you  certainly  have  demonstrated 
that  you  were  in  this  matter.  You  say  that  it  has  been  said  that  this 
was  owing  to  spleen  which  some  people  had  against  Mr.  Roosevelt. 
Personally  you  have  had  no  trouble  with  him  at  all,  have  you  ? 

Mr.  Eaele.  Never  in  my  life.  I  remember  his  activity  at  Harvard. 
I  was  not  there  long  after  he  went  there.  I  have  never  met  him  but 
once  since  then,  and  it  was  in  the  White  House,  and  this  is  the  whole 
conversation  I  have  had  with  Mr.  Roosevelt:  He  asked  me  if  my 
Harvard  course  had  done  me  any  good,  and  I  said  I  didn't  know. 
He  then  quoted  a  piece  of  Latin  to  me,  with  his  peculiar  enunciation, 
and  I  have  not  the  slightest  idea  what  he  said,  and  I  do  not  know 
whether  my  Latin  would  have  been  good  enough  to  have  translated 
it  if  I  had  understood  him,  and  being  examined  in  Latin  by  the 
President  of  the  United  States  made  me  feel  silly,  so  I  smiled,  as  a 
man  does  when  he  feels  foolish,  and  he  said,  "  Good  for  you.  I  see 
you  undersand." 

The  Chairman.  That  was  because  you  smiled  ? 

Mr.  Eaele.  It  was  some  joke,  and  that  is  all  I  could  tell  you  about 
it.  My  entire  cause  for  enmity  to  Mr.  Roosevelt  consisted  in  the  fact 
he  thought  I  knew  more  Latin  than  I  did. 

The  Chairman.  Well,  he  appreciated  that  you  were  kind  enough 
to  smile  over  his  Latin ;  is  that  the  idea  ? 

Mr.  Eaele.  Well,  he  was  very  cordial  about  it. 

The  Chairman.  Mr.  Earle,  do  you  know  anything  else  about  this 
transaction,  so  far  as  it  has  any  connection  with  the  sugar  industry 
of  the  United  States,  in  the  operation  of  these  companies  in  inter- 
state commerce,  that  has  not  been  substantially  covered  by  this 
examination  that  you  can  think  of? 

Mr.  Earle.  I  do  not.  I  have  stored  sugar,  and  I  knew  a  little  bit 
about  the  sugar  that  came  to  Philadelphia. 

The  Chairman.  You  have  had  some  experience,  then,  in  sugar? 

Mr.  Earle.  Only  as  a  warehouseman.  There  was  a  company  which 
had  gone  to  pieces  there,  and  they  asked  me  to  take  the  presidency 
of  it,  and  I  found  their  best  business  was  storing  sugar,  and  I  became 
a  little  bit  familiar  with  the  question  in  that  way. 

The  Chairman.  Would  you  mind  giving  the  committee  your  opin- 
ion as  to  what  effect  either  a  reduction  or  the  removal  of  the  tariff 
on  sugar  would  have  on  the  price  the  consumers  of  the  United  States 
pay  for  sugar? 

Mr.  Earle.  Well,  of  course,  prices  depend  upon  supply  and  de- 
mand, and  I  do  not  feel  competent  to  say  whether  that  would  really 
increase  or  decrease  the  supply.  If  it  destroyed  a  large  enough  pro- 
portion of  the  local  production  and  drew  too  largely  on  tlie  surplus 
oi  foreign  coimtries,  it  would  probably  put  the  price  of  sugar  above, 
ultimately.  If  it  did  not  do  that,  it  would  not  have  that  "result.  It 
is  purely  guesswork  on  my  part.  Every  one  of  us  has  his  ideas  on  the 
tariff.  I  believe  just  about  what  Mr.  Garfield  did.  I  think  a  tariff 
is  a  good  thing  if  it  leads  to  free  trade.  If  it  is  simply  to  keep  prices 
up,  I  do  not  believe  in  it  at  all. 

The  CiiAiRJiAN.  If  the  proposition  is  to  support  the  industry  while 
it  is  really  an  infant  industry  and  not  an  overgrown  industry,  and 
there  is  some  chance  that  it  will  finally  get  on  its  feet  and  be  able 
to  furnish  the  article  as  cheap  as  it  can  be  bought  anywhere,  then 
you  Lhink  it  is  a  good  policy? 
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Mr.  Eaele.  I  think  it  is  then. 

The  Chairman.  But  if  tliere  is  no  chance  of  the  industn-  doing 
that,  you  would  not  tlien  agree  to  the  soundness  of  the  policy  ? 

Mr.  Madison.  I  hope  our  chairman  subscribes  to  the  doctrine  laid 
down  by  Mr.  Earle. 

The  Chairman.  I  do,  thoroughly ;  and  every  good  Democrat  does. 
_  Mr.  Madison.  That  makes  every  good  Democrat  a  Garfield  protec- 
tionist, for  which  I  am  very  glad. 

The  Chairman.  If  you  will  pardon  me  for  answering  your  con- 
tention, in  the  early  days  nobody  disputed  the  proposition  that  strug- 
gling industries  ought  to  have  a  certain  amount  of  protection  until 
they  could  produce  cheaply  and  therefore  by  the  volume  of  produc- 
tion have  better  effect  on  the  world's  prices. 

Mr.  Earle.  Another  thing,  I  do  not  believe  in  very  violent  legis- 
lation on  any  subject.    I  believe  in  gradual  results. 

Mr.  Malbt.  I  doubt  whether  it  is  proper  fox  us  to  really  spend 
much  time  upon  this  tariff  matter. 

The  Chairman.  It  is  simply  an  expression  of  theories  either  by 
the  witness  or  by  the  questioner. 

Mr.  Malbt.  The  reason  why  I  interrupt  at  the  present  time  is 
owing  to  this  fact :  Of  course,  if  testimony  of  this  kind  is  to  be  con- 
sidered by  the  committee  in  making  its  final  recommendations  and 
report,  we  who  hold  to  the  other  doctrine  would  want  to  examine  the 
witness  somewhat  exhaustively  upon  this  subject,  and  would  also 
want  to  produce  a  sufficient  amount  of  testimony  on  the  other  side. 
I  had  not  thought  it  would  be  profitable  to  spend  very  much  time 
on  the  subject  of  whether  we  should  have  a  tariff  on  sugar  or  not, 
because  that  is  within  the  exclusive  domain  of  the  Committee  on 
Ways  and  Means,  and  I  understand  they  are  going  to  consider  the 
matter.  It  has  been  asked,  of  course  incidentally,  of  the  sugar  pro- 
ducers as  to  what  the  effect  might  be,  because  they  happened  to  be 
present  and  are  interested,  and  I  think  the  question  asked  of  a  re- 
finer would  be  equally  competent  as  showing  the  other  side  of  the 
question 

The  Chairman  (interposing).  Do  you  not  think  the  consumer, 
then,  should  be  consulted? 

Mr.  Malbt.  I  do  not  object  to  going  into  it.  I  will  follow  the 
suggestion  of  the  chairman. 

Mr.  Earle.  I  do  not  think  my  opinion  is  worth  anything. 

The  Chairman.  Mr.  Malby,  I  will  say  this  for  the  benefit  of  the 
committee:  My  idea  is  that  the  investigation  ordered  by  Congress 
only  incidentally  involves  the  tariff.  We  were  directed,  among  other 
things,  to  inquire  whether  or  not  the  organization  and  operation  of 
these  great  business  combinations  had  resulted  in  an  increase  in 
price.  Now,  if  an  increase  of  price,  or  if  the  price  is  relatively  high 
in  this  country  to  what  it  is  in  foreign  countries — because  there  are 
two  or  three  systems  of  comparing  prices — has  resulted,  then  it  might 
be  necessary,  to  some  extent,  according  to  the  way  I  view  it,  to  see 
ivhat  causes  operated  to  secure  that  result,  and  therefore  I  think  it 
would  be  perfectly  proper  for  any  niember  of  the  committee  or  the 
chairman  to  get  from  any  witness  any  fact  about  the  tariff  that 
might  throw  incidental  light  on  the  question  of  price,  but  I  do  think 
the  criticism,  if  it  is  now  leveled  at  the  chair 
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Mr.  Malby  (interposing).  It  is  not  criticism.  It  is  more  by  way 
of  inquiry  or  suggestion. 

The  Chairman.  Then  the  suggestion  is  very  good.  When  it  comes 
to  theorizing  with  a  witness,  we  ought  not  to  do  it,  and  I  will  with- 
draw that  line  of  inquiry. 

Mr.  Earle,  as  I  understand,  you  know  nothing  particularly  about 
the  facts? 

Mr.  Earle.  I  could  only  give  my  views,  and  everybody  who  gets 
a  view  on  tariff  sticks  to  it. 

Mr.  Malby.  Of  course,  the  only  point  of  my  objection  was  with 
reference  to  your  question  as  to  whether  he  thought  an  industry 
which  had  never  required  the  continuance  of  a  taritf  in  order  to 
survive,  whether  in  his  judgment  that  ought  to  exist  or  not,  and  that 
is  merely  an  expression  of  a  political  opinion. 

The  Chairman.  I  think  your  objection  is  well  taken,  and  I  am 
very  glad  you  raise  the  question  while  I  am  doing  the  examining,  so 
we  can  get  the  line  drawn. 

Mr.  Malby.  As  I  say,  if  the  chairman  will  mark  out  the  line  of 
examination,  we  will  all  follow. 

The  Chairman.  I  think  this,  gentlemen:  Let  us  ask  the  witness 
any  facts  that  he  may  know  in  connection  with  the  tariff,  or  which 
affects  prices,  but  I  do  agree  with  the  suggestion  of  Mr.  Malby  that 
we  should  not  take  the  witness  into  political  theories  and  argue  with 
him  and  with  each  other,  and  get  their  opinion  about  the  tariff,  and 
I  will  not  pursue  that  line  of  examination. 

Mr.  Hinds.  From  our  experience  so  far,  I  think  that  rule  will 
circumscribe  the  examination. 

The  Chairman.  It  will,  very  greatly,  and  I  am  very  glad  the 
question  is  raised  while  I  am  doing  the  questioning.  We  will  never, 
probably,  agree  on  a  theory  about  the  tariff. 

Mr.  Madison.  Mr.  Chairman,  I  hardly  think  the  chairman  ought 
to  make  that  statement. 

The  Chairman.  Then  I  hope  you  can  agree  with  us,  Judge. 

Mr.  Madison.  After  what  the  chairman  said  this  morning  and 
after  he  so  thoroughly  lined  up  with  the  Garfield  idea  of  protection, 
I  think  there  is  a  very  good  chance  for  us  to  get  together. 

The  Chairman.  Do  you  regard  this  industry  as  a  struggling,  in- 
fant industry? 

Mr.  Madison.  Oh,  I  am  not  applying  it  to  any  specific  case,  but 
the  principle  of  protection  for  the  industry  which  needs  it,  with  the 
idea  of  ultimately  putting  it  on  its  feet,  is,  in  my  judgment,  the  very 
crux  of  protection,  and  I  am  very  glad  that  the  chairman  has  an- 
nounced his  adherence  to  that  view,  and  I  really  feel  very  much  en- 
couraged about  our  getting  together. 

The  Chairman.  I  am  glad  you  do.  It  is  the  view  of  almost  every 
southern  Democrat,  and  I  do  not  know  of  anybody  who  is  accounted 
more  radical  than  I  in  my  tariff  views. 

Mr.  Garrett.  I  do  not  understand  that  the  chairman  is  willing  to 
follow  the  matter  through  the  second  childhood  of  these  industries. 

Mr.  Madison.  And  nobody  else. 

The  Chairman.  I  am  very  glad  you  are  not. 

Mr.  Madison.  I  see  we  are  getting  together. 

Mr.  Earle.  It  is  a  great  delight  to  me  to  have  reconciled  you  all. 
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Mr.  Madison.  You  have  accomplished  something  which  heretofore 
has  been  impossible. 

The  Chairman.  Mr.  Earle,  outside  of  this  Pennsylvania  Sugar 
Eefining  Co.  case,  you  have  not  happened  to  run  across  the  trail  of 
this  so-called  trust  in  any  other  matter  ? 

Mr.  Eaele.  There  were  a  number  of  things  I  discovered  in  this 
case  which  related  to  other  matters. 

The  Chairman.  Will  you  tell  us  about  them  in  a  general  way, 
because  a  witness  of  your  intelligence  and  your  long  experience  at  the 
bar  does  not  need  to  be  led  by  me  or  anyone  else. 

Mr.  Eaele.  I  do  not  want  to  be  led,  and  I  do  not  want  to  volunteer. 

The  Chairman.  Well,  you  are  not  volunteering,  because  you  are 
called  here  as  a  witness  in  behalf  of  the  people  of  the  United  States, 
and  we  are  acting  under  authority  of  a  resolution  of  the  House  of 
Kepreseritatiyes  which  instructs  us  to  inquire  into  all  the  dealings  of 
these  sugar  interests,  naming  particularly  the  American  Sugar  Ee- 
fining Co.  and  all  other  people  engaged  in  the  sugar  business,  so  that 
the  people  of  the  United  States  may  know,  and  through  their  legis- 
lative agents  may  act  in  correcting  whatever  wrongs  or  evils  there  are 
in  the  system. 

Mr.  Eaele.  The  only  other  thing  which  comes  to  my  mind  after 
this  lapse  of  time  is  in  relation  to  weighing  frauds  in  New  York. 

The  Chairman.  Well,  we  Avill  stop  you  right  there,  because  we  are 
not  trying  to  cover  that  ground.  We  have  another  committee  in- 
quiring into  that  matter  and  it  would  be  encroaching  on  their  juris- 
diction for  us  to  go  into  that  matter  with  you.  But  on  this  trust 
question,  generally,  can  you  give  me  any  idea  of  what  you  think  about 
it?  This  is  theoretical,  but  it  does  not  involve  us  in  the  tariff,  and 
I  presume  the  witness  will  be  permitted  to  answer  without  objection. 

Mr.  Madison.  And,  I  hope,  with  the  same  happy  result. 

The  Chairman.  Yes. 

Mr.  Eaele.  If  you  keep  on,  I  will  have  to  move  to  Kansas. 

Mr.  Madison.  You  could  not  go  to  a  better  State. 

Mr.  Earle.  I  do  not  think  so. 

The  Chairman.  Will  you  give  me,  in  a  general  way,  what  your 
idea  of  the  trust  situation  is,  to  what  extent  the  existing  legislation 
requires  remedying,  and  how  existing  conditions  could  be  improved, 
not  from  the  standpoint  so  much  of  the  producer  or  the  manufacturer 
or  the  trust,  but  from  the  standpoint  of  the  people  who  pay  the  bill 
that  those  parties  put  on  them  ? 

Mr.  Earle.  In  the  first  place,  I  would  regard  anybody  with  suspi- 
cion who  wanted  any  change  in  the  Sherman  Act.  The  Sherman 
Act  is  probably  the  longest  tested  and  the  best  drawn  statute  in  the 
world  to-day.  It  was  originally  an  edict  of  the  Emperor  Zeno, 
going  back  to  Eoman  and  Grecian  days,  and  it  was  copied  in  the  time 
of  King  James  by  probably  the  greatest  lawyers  that  ever  lived  and 
made  a  statute  of  England.  If  you  will  read  the  statute  Twenty- 
first  James  I,  you  will  find  almost  exactly  the  Sherman  Act.  It  did 
away  with  trusts  entirely.  Mr.  Justice  White  and  Mr.  Justice 
Holmes,  in  their  dissenting  opinion — one  of  them  wrote  it,  and  the 
other  concurred,  and  some  other  judges  also — in  the  Northern  Securi- 
ties case,  said  just  what  I  would  like  to  keep  in  the  country's  mind. 
The  words  seem  to  me  plain  on  their  face : 

Mucti  trouble  is  made  by  substituting  other  plirases  assumed  to  be  equivalent^ 
whicb  then  are  reasoned  from  as  if  they  were  In  the  act. 
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The  act  says  nothing  about  "  competition."  If  we  had  adhered  to 
the  exact  words  used,  we  would  have  had  no  trouble,  if  that  had  been 
the  continuous  policy  in  the  United  States. 

Mr.  Hinds.  May  I  ask  the  date  of  that  decision? 

Mr.  Eaeue.  I  think  it  was  in  1903  or  1904.  You  are  the  body 
which  the  Constitution  appoints  to  remedy  defects  in  the  law  by 
legislation,  and  therefore  I  do  not  want  to  be  understood  as  criti- 
cizing the  court  at  all  when  I  make  suggestions  to  you  gentlemen, 
because  it  is  another  function  of  government  which  is  not  at  all  in 
conflict.  The  Supreme  Court  is  to  declare  the  law  as  it  sees  it,  and 
if  the  law  is  wrong,  then  it  is  for  you  to  correct  it,  and  therefore  this 
is  not  criticism. 

The  Chairman.  Not  at  all. 

Mr.  Eaele.  The  very  first  case  which  reached  the  Supreme  Court 
was  the  Knight  case,  and  the  Supreme  Court  there  read  in  the  words 
"  direct "  and  "  indirect."  The  act  simply  said  that  trade  should  not 
be  restrained,  and  the  Supreme  Court  said  it  should  not  be  directly 
restrained.  There  was  nothing  in  the  act  on  that  subject.  The  next 
case  was  the  decision  of  Justice  Harlan — I  do  not  mean  the  next  in 
order,  but  the  next  change — in  which  he  read  into  the  act  the  word 
"  competition." 

Mr.  Hinds.  What  case  was  that  ? 

Mr.  EARtE.  That  was  the  Northern  Securities  case.  This  matter 
is  so  absolutely  plain  that  if  you  will  follow  me  I  think  I  may  be  of 
a  little  service.  I  had  to  study  this  thing  for  years  night  and  day. 
That  case  had  been  preceded  by  the  Trans-Missouri  and  the  Joint 
Traffic  cases,  one  of  which  is  in  One  hundred  and  sixty-sixth  United 
States,  and  the  other  is  in  One  hundred  and  seventy-first  United 
States. 

Now,  to  go  back,  that  phrase  of  Justice  White  and  Justice  Holmes, 
I  think  is  the  gist  of  the  whole  thing.  Mr.  Justice  Harlan  wrote  the 
word  "  competition  "  in  the  act.  I  have  studied  this  thing  as  care- 
fully as  I  could,  beginning  with  Aristotle's  essay  on  the  subject, 
and  I  think  it  is  perfectly  plain,  if  you  take  that  trouble.  The 
greatest  method  of  increasing  wealth  in  this  world,  increasing  the 
possessions  of  people  who  have  things,  is  cooperation.  Without  co- 
operation there  can  not  be  any  marked  increase  of  wealth  above  the 
savage  stage,  and,  therefore,  if  you  say  there  shall  be  no  cooperation, 
which  would  be  the  case  if  competition  was  absolutely  universal, 
would  be  on  the  one  hand  to  greatly  hamper  the  increase  of  the 
products  upon  which  people  live.  But  the  only  protection  of  the 
man  who  has  not  anything  except  his  labor  or  his  brains,  is  compe- 
tition. Now,  you  have  those  two  things.  Cooperation  is  absolutely 
necessary  for  production.  Competition  is  absolutely  necessary  to 
protect  the  consumer.  The  consequence  is  that  the  common  law — 
and  if  I  interest  you,  gentlemen,  I  will  give  you  the  citations  of  the 
cases — the  common  law  always  provided  that  cooperation  should  be 
permitted,  but  it  always  provided  that  it  must  never  be  to  stifle  com- 
petition. It  must  be  cooperation  to  increase  competition  and  in- 
crease trade,  and  that  was  the  decision  of  that  very  great  man, 
Lord  Bowen,  which,  in  its  appeal  to  the  House  of  Lords,  Justice 
White  cites  in  his  opinion  in  the  Standard  Oil  case.  I  am  now 
speaking  of  Mogul  v.  McGregor,  which  I  think  you  Avill  find  in  23 
Queen's  Bench  Division  of  the  English  Reports. 
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Now,  when  I  speak  of  legal  decisions,  I  do  not  want  you  to  rely 
on  me.  They  are  in  print,  and  I  am  only  giving  you  my"impression 
of  them.  You  can  read  the  cases  yourselves.  The  Supreme  Court 
has  now,  as  I  take  it,  in  effect,  eliminated  both  of  the  added  words 
"  competition  "  and  "  indirect "  or  "  direct,"  and  the  act  has  gotten 
back  to  where  you  gentlemen  passed  it.  But  in  place  of  that  the 
Supreme  Court  has  now  written  in  the  word  "  undue."  Now,  as  far 
as  my  study  of  the  English  law  is  concerned,  here  is  what  Justice 
Harlan  dissents  from,  and  to  my  mind  this  is  the  one  departure  from 
the  common  law  which  is  contained  in  that  decision.  I  think  the 
decision  is  a  great  advance,  except,  with  all  modesty,  I  think  the 
trouble  which  has  resulted  both  in  this  case  and  in  the  coal  case,  the 
Chief  Justice  has  gone  off  on  a  ground  which  was  either  not  argued 
at  all,  or  not  fully  argued.  Now,  under  our  system  of  jurisprudence, 
if  a  new  ground  comes  up,  it  is  really  an  advantage  to  any  court  to 
have  as  many  good  thinkers  submit  their  reasons  on  that  ground, 
before  rendering  an  opinion,  as  possible,  and  I  am  perfectly  sure,  on 
account  of  my  admiration  of  Chief  Justice  White  and  his  ability, 
if  the  English  common  law  which  he  adopts  had  been  fully  argued 
out  before  him,  the  only  thing  in  that  decision  which  to  my  unen- 
lightened mind  could  be  improved  upon  would  not  be  there,  because 
I  think  I  can  show  you  gentlemen  in  two  or  three  minutes  that  the 
common  law  made  no  such  distinction  at  all. 

The  Chairman.  There  was  no  such  distinction  as  to  undue  re- 
straint ? 

Mr.  Eaele.  In  this  connection  there  was  such  a  thing  in  the  com- 
mon law,  but  it  had  not  the  slightest  application  to  a  suit  by  the 
Government  on  behalf  of  the  people. 

.    The  Chairman.  It  referred  entirely  to  a  private  contract  between 
individuals  ? 

Mr.  Eaele.  To  private  contracts,  to  see  that  one  did  not  get  an 
unfair  advantage  of  another.  Judge  Harlan  says,  and  I  take  it  that 
he  knows  what  the  Supreme  Court  decided  when  he  differs  from  it : 

Taking  this  language  in  connection  witli  other  parts  of  the  opinion,  the  sub- 
sidiary companies  are  themselves  in  effect  informed,  unwisely  I  think,  that 
although  the  New  Jersey  corporation  being  an  Illegal  combination  must  go  out 
of  existence,  they  may  join  in  an  agreement  to  restrain  commerce  among  the 
States,  if  such  restraint  be  not  undue. 

Now,  as  I  have  said,  with  all  diffidence,  I  do  not  think  there  is  any 
such  principle  in  the  common  law.  I  think  the  common  law  was 
directly  the  opposite  of  that.  Am  I  taking  up  more  of  your  time 
than  you  desire  ? 

The  Chairman.  No  ;  we  are  very  glad,  indeed,  to_  hear  you. 

Mr.  Eaele.  I  would  like  to  call  this  to  your  attention,  and  I  would 
be  delighted  if  it  could,  at  some  appropriate  time,  be  called  to  the 
attention  of  Mr.  Justice  White,  because  he  is  a  great  lawyer,  and  I 
think  he  will  recognize  it  instantly. 

This  exact  question  came  before  the  Supreme  Court  in  the  Addy- 
ston  case.  The  President  of  the  United  States,  who  sat  in  that  case 
with  Justice  Harlan  and  Justice  Lurton — two  of  the  judges  in  the 
Addyston  case  being  now  on  the  Supreme  Court  bench,  and  the  other 
beino'  the  President  of  the  United  States — laid  the  law  down  exactly, 
and  the  Supreme  Court  of  the  United  States,  although  they  did  not 
often  agree  at  that  time,  unanimously  affirmed  it. 


1246  AMEBTCAN    SUGAR   EEFINING   CO. 

Now,  I  will  go  back  to  the  opinion  of  Chief  Justice  Best,  which 
you  will  find  in  Hammer  v.  Ashford,  Third  Bingham,  396,  which 
was  decided  in  1825.    Justice  Best  says: 

The  first  object  of  the  law  is  to  promote  the  public  interest;  the  second  to 
preserve  the  rights  of  individuals. 

And  then,  after  definitions  of  restraint  of  trade,  he  again  gives 
the  true  reason  for  allowing  partial,  reasonable  restraint : 
The  effect  of  such  contracts  is  to  encourage  rather  than  to  cramp. 

The  only  reason  they  are  allowed  is  that  they  are  going  to  enlarge 
trade.  So  you  come  back  to  the  perfect  symmetry  of  your  own  act. 
It  did  not  touch  "  competition."  It  did  not  touch  "  undue."  It  did 
not  touch  "  indirect."  It  says :  "  You  must  not  make  profits  by 
cutting  down  the  commodities  on  which  the  people  of  the  United 
States  live,"  and  that  would  not  hurt  big  business,  if  it  was  com- 
petitive business,  and  it  would  not  hurt  anybody. 

In  Mallan  r.  M&j,  in  a  decision  by  Baron  Parke,  whom  the  lawyers 
present  will  all  know  to  be  as  great  a  common-law  lawyer  as  ever 
lived,  which  case  was  decided  in  Forty-third  M.  &  W.,  665,  and  was 
followed  in  the  court  of  exchequer  chamber  by,  I  think,  eight  judges, 
in  Price  and  Green,  which  was  decided  in  16  M.  &  W.,  346,  he  says : 

The  rule  is  that  total  restraints  of  trade,  which  the  law  so  favors,  are  abso- 
lutely bad,  and  that  all  restraints,  though  only  partial,  if  nothing  more  appear, 
are  presumed  to  be  bad. 

The  common  law  then  started  with  the  presumption  that  when 
you  destroyed  competition  you  were  doing  something  wrong,  and 
the  Government  had  made  out  its  case.  But  if  you  could  prove  that, 
although  that  was  the  appearance,  it  really  did  not  destroy  competi- 
tion, and  it  really  did  increase  the  movement  and  the  production  oi, 
commodities,  then  you  had  answered  the  complaint  of  the  Govern- 
ment. 

Contracts  in  restraint  of  trade  are  in  themselves,  if  nothing  show  them  to 
be  reasonable,  bad  in  the  eye  of  the  law,  but  if  there  are  circumstances  recited 
in  the  instrument  (or  probably  if  they  appear  by  averment),  it  is  for  the 
court  to  determine  whether  the  contract  be  a  fair  and  reasonable  one  or  not, 
and  the  test  appears  to  be — 

Now,  this  is  the  gist  of  the  whole  thing — 

Whether  it  be  prejudicial  or  not  to  the  public  interests,  for  it  is  on  grounds 
of  public  policy  alone  that  these  contracts  are  supported  or  avoided. 

Then,  finally,  the  question  went  to  the  House  of  Lords,  which  all 
you  gentlemen  know  is  the  highest  judicial  tribunal  in  England,  and 
Lord  MacHaughten,  who  is  a  wonderful  jurist,  and  who  is  still  liv- 
ing, stated  this  whole  thing  as  follows : 

The  public  have  an  interest  in  every  person  carrying  on  his  trade  freely; 
so  has  the  individual.  All  interference  with  individual  liberty  of  action,  in 
trading,  and  all  restraints  of  trade  of  themselves,  if  there  is  nothing  more,  are 
contrary  to  public  policy,  and  therefore  void.  That  is  the  general  rule.  But 
there  are  exceptions. 

And  these  are  the  exceptions  which  Justice  White  treats  as  the 
general  rule : 

It  is  a  suflBcient  justification,  and,  indeed,  it  is  the  only  justification,  if  the 
restriction  is  reasonable — reasonable,,  that  is,  in  reference  to  the  interests  of 
the  parties  concerned,  and  reasonable  in  reference  to  the  interests  of  the 
public — so  framed  and  so  guarded  as  to  afford  adequate  protection  to  the  party 
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in  whose  interest  it  is  imposed,  while  at  the  same  time  it  is  in  no  way  in- 
jurious to  the  public. 

The  minute  you  establish  a  restraint  of  competition,  yon  estab- 
lish a  suspicious  thing  at  common  law,  and  the  burden  is  on  the  man 
who  does  it,  at  common  law,  to  show  that  he  is  not  injuriiig  the 
consumer. 

_  The  Chairman.  Would  it  bother  you  if  I  asked  you  a  question 
right  there? 

Mr.  Earle.  No,  sir. 

The  Chairman.  The  argument  which  meets  us  there  is  always 
this :  That  reasonable  competition  is  to  the  interest  of  the  public,  be- 
cause they  say  it  reduces  the  cost  of  production,  the  cost  of  distribu- 
tion, and  the  cost  of  administration,  and  results,  or  can  result,  with 
proper  governmental  regulation,  in  lower  prices.  For  instance,  sup- 
pose a  man  were  to  combine  one-third,  in  percentage,  of  a  great  indus- 
try of  the  country  under  his  own  control.  He  would,  of  course,  have 
some, competition,  and  men  who  belong  to  that  school  of  thought 
saj^  that  by  reason  of  the  combination  and  by  reason  of  the  superior 
efficiency  of  the  combination  he  could  force  down  prices,  and  would 
do  it,  because  there  would  be  enough  competition  left  to  force  him  to 
do  that. 

Mr.  Earle.  The  answer  to  that  is  in  what  you  gentlemen  have 
enacted.  Mr.  Justice  White  is  entirely  right  in  saying  that  restraints 
of  trade  are  left  very  indefinite  in  the  statute.  But  there  is  one  thing 
Congress  said  must  not  be,  and  it  is  perfectly  definite  about  it,  and 
that  is  anything  that  either  monopolizes  or  tends  to  monopoly. 

The  Chairman.  Where  is  the  dividing  line?  Does  one-third  in 
percentage  tend  to  monopoly  ? 

Mr.  Earije.  You  have  got  to  satisfy  the  tribunal  which  tries  it, 
when  you  have  cut  down  competition,  that  it  does  not  tend  to  monop- 
oly.   That  is  the  common  law. 

Mr.  Malby.  And  it  is  not  controlled  by  a  percentage? 

Mr.  Earle.  No.  For  example,  what  could  an  individual  do  in 
competition  with  the  Standard  Oil  Co. — and  I  am  not  criticizing 
them.  He  could  not  do  anything.  I  mean  if  everything  was  legiti- 
mate. But  suppose  you  got  20  or  30  very  strong  men  to  put  in  capi- 
tal ;  the  people  of  the  United  States  might  have  effective  competition 
by  having  a  lot  of  men  agreeing  not  to  compete.  You  have  got  to 
use  common  sense  about  these  things.  Take  a  partnership,  for  in- 
stance. Lots  of  people  can  not  carry  on  a  big  enough  business  now 
and  be  successful  alone,  and  they  take  in  a  good  and  efficient  partner, 
and  it  is  a  fraud  if  he  competes  with  him  in  his  own  business,  and 
you  can  not  strike  down  a  partnership.  This  is  a  matter  of  common 
sense. 

The  Chairman.  In  other  words,  in  your  opinion,  the  law  can  not 
define  those  limits  ? 

Mr.  Earhe.  If  you  stifle  competition,  you  have  done  all  the  law 
requires  for  the  Government's  purpose  in  establishing  a  case. 

The  Chairman.  And  if  }four  combination  fosters  competition,  then 
it  is  all  i-ight. 

Mr.  Earle.  As  Lord  Bowen  said  in  his  opinion,  you  can  no  more 
prevent  combination  increasing  competition  than  you  can  stop  the 
tide.  It  is  only  common  sense.  I  do  not  know  of  anything  that  is 
thought  out  as  well  as  this  question  by  the  common-law  lawyers, 
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except  the  law  of  privilege  in  libel  cases,  which  is  as  scientific  a  ques- 
tion as  can  be. 

Mr.  Madison.  Suppose  we  amend  the  Sherman  Antitrust  Act  so 
as  to  provide  that  proof  of  a  restraint  of  trade  should  be  prima  facie 
evidence  that  it  was  undue  or  unreasonable? 

Mr.  Eakle.  That  is  what  the  law  is  noAv. 

The  Chairman.  But  not  under  this  last  decision 

Mr.  Eaele  (interposing).  That  was  a  dictum. 

The  Chairman.  I  agxee  with  you  about  that,  and  yet  it  is  going 
to  be  accepted  as  the  view  of  the  court.     It  was  obiter  dicta. 

Mr.  Eaele.  Entirely,  but  it  was  obiter  dicta  of  very  high  char- 
acter. 

Mr.  Madison.  And  has  been  expressly  affirmed  in  the  Tobacco  case. 

Mr.  Eaele.  Not  expressly. 

Mr.  Madison.  It  has  been  so  expressly  affirmed  that  a  lawyer  can 
not  escape  the  conclusion  that  what  the  .Supreme  Court  said,  whether 
it  was  dicta  or  otherwise,  is  the  firm  and  fixed  conviction  df  the 
court;  is  not  that  the  fact? 

Mr.  Earle.  No;  I  do  not  think  so.  Justice  White  sweeps  a  lot 
of  decisions  back  of  him  when  he  thinks  he  is  mistaken,  and  I  have 
not  the  slightest  doubt  if  this  question  is  argued  before  the  Supreme 
Court,  Justice  Wright  will  hold  that  what  he  has  decided  is  that 
the  act  is  intended  to  apply  the  common  law  which  had  been  worked 
out  by  thousands  of  years  of  experience. 

Mr.  Madison.  Then  your  conclusion  is  that  his  decision  misin- 
terprets the  common  law  ? 

Mr.  Earle.  My  conclusion  is  that  the  question  had  not  been  ar- 
gued, and  he  had  stated  what  the  common  law  was  as  between  indi- 
viduals, overlooking  the  fact  that  he  was  deciding  a  governmental 
case  where  the  interests  of  the  people  were  involved. 

Mr.  Madison.  And  the  effect  of  that  was,  keeping  in  mind  all  the 
time  the  matter  that  he  was  deciding,  that  as  to  that  particular  case 
and  the  particular  facts  and  circumstances  before  liim,  he  did  misin- 
terpret the  common  law? 

Mr.  Earle.  I  never  saw  a  long  opinion  but  what  there  was  some- 
thing in  it  which  was  not  essential  to  the  decision. 

Mr.  Malby.  What  is  the  recent  case  decided  by  our  court  of  appeals 
in  New  York? 

Mr.  Earle.  The  Powder  Trust  case  ?     That  was  in  Delaware. 

The  Chairman.  And  they  followed  that  precedent. 

Mr.  Eaele.  And  I  think  if  I  was  sitting  in  a  lower  court  I  should, 
too. 

Mr.  Madison.  Then  that  comes  back  to  the  proposition  I  stated, 
whether  it  is  dicta  or  not,  it  is  laid  down  with  such  force  and  such 
clearness  and  is  so  expressly  affirmed  in  the  Tobacco  case,  that  law- 
yers and  the  lower  courts  will  follow  that  rule,  and  you  just  said  that 
as  a  matter  of  fact,  if  you  were  sitting  in  a  lower  court  you  would 
follow  it. 

Mr.  Eaele.  Yes ;  but  I  have  also  said  I  do  not  think  Justice  White 
would,  if  that  point  were  fully  argued  before  him.  But  it  would 
not  do  a  bit  of  harm  for  you  to  quote  the  exact  language  of  the  com- 
mon law  and  put  it  in  the  statute,  if  that  is  what  you  mean.  But  I 
believe  the  same  results  will  be  reached  through  the  courts,  for  I 
have  great  confidence  in  the  courts  if  the  arguments  before  them  are 
good. 
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Mr.  Madison.  Now,  Mr.  Earle,  Judge  Harmon,  of  Ohio,  years 
ago,  when  he  was  attorney  general,  in  one  of  his  reports  to  Congress 
recommended  that  the  act  be  so  amended  as  to  place  upon  the  Gov- 
ernment only  the  burden  of  proving  a  prima  facia  case;  in  oth«r 
words,  of  showing  that  as  a  matter  of  fact  there  was  a  restraint  of 
trade ;  that  having  proven  that,  the  Government  could  then  rest,  and 
the  burden  of  proving  that  it  was  not  unreasonable  and  not  injurious 
should  rest  upon  the  defendant.  Now,  I  do  not  know  whether  I  un- 
derstand you  clearly  or  not,  but  if  I  do,  your  statement  of  the  law  is 
that  that  is  the  common  law — ^that  as  a  matter  of  fact,  upon  proof  of 
a  restraint  of  trade,  then  in  the  first  instance  it  is  assumed  to  be  inju- 
rious, that  the  burden  shifts,  and  that  the  defendant  may  escape 
whatever  liability  there  may  be  by  showing  that  while  it  was  a  re- 
straint it  was  not  injurious  to  the  public. 

Mr.  Earle.  Exactly. 

Mr.  Malby.  I  do  not  quite  catch  the  point  that  Justice  White's 
decision  does  not  correspond  with  your  idea  of  the  law,  in  that  the 
decision  of  Justice  White  would  seem  to  be  that  combinations  were 
authorized  up  to  the  point  that  it  did  not  appear  to  be  in  restraint 
of  trade.  He  does  not  decide  that  there  shall  be  no  competition.  He 
agrees  with  you  about  there  being  plenty  of  competition.  He  does 
not  quarrel  with  anybody  about  the  size  of  the  corporation.  With 
him,  it  is  not  a  question  of  percentages  of  control,  or  of  the  size  of  the 
corporation;  but  as  I  understood  the  position  of  the  court,  it  was 
to  inquire  whether  such  a  combination  existed  which  in  fact  was  in 
restraint  of  trade ;  that  is,  so  large  that  competition  was  impossible, 
or  at  least  so  large  that  there  would  not  be  trade,  and  whether  it  was 
or  was  not,  was  a  question  for  the  court  to  decide  in  each  case.  How 
does  that  differ  from  the  common-law  rule,  if  I  get  the  decision  of 
the  court  correctly? 

Mr.  Eaeue.  You  have  not  got  the  decision  of  the  court  quite  cor- 
rectly. He  introduces  one  word,  and  says  that  you  can  restrain 
trade,  that  it  is  lawful  for  a  man  to  make  5  grains  of  wheat — I 
won't  say  it  is  5,  because  he  does  not  say  what  number  it  is — that 
it  is  lawful  for  a  man  to  decrease  his  production  by  making  5 
grains  of  wheat  grow  where  there  were  10  before,  or  some  indefinite 
number,  but  he  must  not  be  too  great  a  hog  about  it.  If  he  does  it 
unduly,  he  has  committed  an  offense.  What  I  say  the  common  law 
says,  is  that  it  is  unlawful  if  it  hurts  the  public  at  all.  Now  you  gen- 
tlemen appropriate  millions  of  dollars  a  year  to  increase  the  trade 
of  the  United  States.  Either  that  is  all  wrong,  or  it  must  be  against 
public  interest  to  decrease  the  trade.  You  should  not  ever  pass  a 
river  and  harbor  bill,  if  it  is  to  the  public  interest  that  a  private  indi- 
vidual should  increase  his  fortune  by  decreasing  the  supply  of  com- 
modities for  the  community.  And  that  is  what  your  act  says.  Now, 
I  want  you  to  understand  that  all  Mr.  Justice  White  says,  which  I 
do  not  think  was  fairly  considered,  because  I  do  not  believe  he  will 
ever  decide  the  other  way — I  may  be  decidedly  mistaken,  but  I  have 
great  confidence  in  great  lawyers  when  points  are  fully  argued,  and 
the  Supreme  Court  has  pointed  out  that  they  must  not  be  held  to 
these  side  remarks.  Justice  White  has  said,  "you  can  make  less 
trade,  although  the  act  says  you  can  not  restraint  it  at  all,  but  you 
must  not  make  it  unduly  less." 
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Now,  take  a  criminal  case.  This  is  a  criminal  statute.  I  do  not 
think  anybody  will  say  I  have  been  a  friend  of  the  trusts,  yet  I  would 
not  like  to  see  another  man  convicted  under  the  Sherman  Act  under 
that  interpretation.  '  Think  of  a  charge  to  a 'jury,  "Gentlemen,  it  is 
rightful  for  these  men  to  have  cut  down  the  trade  of  the  United 
States.  They  are  only  guilty  of  an  oflFense  if  they  did  not  guess 
,  what  five  men  out  of  nine  who  are  not  engaged  in  business  may  ulti- 
mately think  was  undue."  Do  you  see  what  I  mean  as  to  the  im- 
mense danger?  I  do  not  believe  that  Justice  White  will  say  that. 
The  whole  trouble  is  that  in  the  trans-Missouri  case  they  assumed 
the  common  law  instead  of  examining  it,  and  they  have  never  ex- 
amined it  since.  I  think  you  will  agree  with  me,  if  you  will  look 
into  it  carefully.  I  believe  in  Anglo-Saxon  liberty,  and  I  would  not 
convict  a  man  under  a  charge  that  by  an  ex  post  facto  decision  as 
to  what  was  due  or  undue  he  might  be  guilty.  I  do  not  know 
whether  I  make  myself  clear  or  not,  but  you  will  understand  I  am 
not  criticizing.  I  am  just  an  American  citizen  and  I  want  these 
things  right,  and  I  do  not  want  too  much  confidence  placed  in  what 
even  the  very  greatest  judges  say  on  a  point  not  fully  argued. 

The  Chaieman.  Right  on  that  point,  is  it  not  a  rule  of  law,  almost 
as  old  as  civilization  itself,  that  a  criminal  statute  as  indefinite  as 
that  can  not  be  enforced? 

Mr.  Eaele.  I  think  it  would  be  a  terrible  thing  to  send  a  man  to 
jail  because  he  had  not  guessed  in  advance  what  somebody  else,, who 
was  not  in  the  same  business,  thought  was  undue  in  his  business. 

The  Chairman.  Criminal  statutes  have  to  be  certain,  do  they  not? 
_  Mr.  Eaele.  That  is  one  of  the  fundamental  safeguards  of  our 
liberty. 

The  Chairman.  Now,  how  can  there  be  convictions  under  a  statute 
as  indefinite  as  this  one? 

Mr.  Eaele.  There  could  not  be,  if  I  was  on  the  jury,  no  matter 
what  the  judge  told  me. 

Mr.  Hinds.  If  you  will  excuse  me,  I  am  a  layman,  and  I  may  seem 
to  ask  very  silly  questions. 

Mr.  Earle.  I  never  heard  you  do  so. 

Mr.  Hinds.  Well,  you  never  heard  me  on  law.  Under  the  com- 
mon law  of  England  how  would  they  proceed  in  the  prosecution  of  a 
restraining  organization  or  combination?  Would  they  try  out  the 
question  of  fact  as  to  whether  it  was  due  or  undue  before  a  jury? 

Mr.  Earle.  Under  the  common  law  of  England,  you  must  remem- 
ber—and this  brings  me  into  a  discussion  which  I  wanted  to  avoid — 
you  have  got  to  have  an  entirely  different  system  of  laws  where  you 
have  a  protective  system  and  where  you  have  free  trade.  Under  the 
common  law  of  England  anybody  can  trade  in  England,  and  there- 
fore the  difficulty  of  making  a  combination  which  cuts  down  commod- 
ities is  tremendous.  The  very  cornerstone  of  the  protective  system 
must  be  to  preserve  internal  competition  if  you  are  going  to  take 
away  external  competition.  That  antitrust  doctrine  is  a  thoroughly 
Eepublican  doctrine  and  must  be. 

Mr.  Hinds.  The  common  law  of  England  is  very  ancient,  is  it  not? 

Mr.  Earle.  They  began  passing  statutes  on  this  subject  in  twelve 
hundred  and  something. 

Mr.  Hinds.  Free  trade  in  England  has  only  existed  since  1850  or 
1860? 
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Mr.  Eaele.  Yes. 

Mr.  Hinds.  In  other  words,  does  the  question  of  free  trade  or  pro- 
tection enter  into  the  common  law? 

Mr.  Eaele.  The  English  judges  have  explained  again  and  again 
that  in  all  these  trade  questions  the  principle  of  the  law  is  the  same, 
but  its  application  varies  with  the  changes  of  conditions.  There  was 
never  sufficient  wealth  in  England.  Going  back  to  1265,  when  I  think 
the  first  statute  was  passed,  it  was  made  a  criminal  offense  in  Eng- 
land to  buy  wheat  to  sell  again.  People  now  say  that  was  absurd. 
It  was  not.  It  was  just.  With  the  conditions  then  existing,  if  the 
product  had  not  passed  from  the  farmer  to  the  consumer,  they  would 
have  had  a  famine. 

Mr.  Hinds.  Was  not  that  because  the  man  who  was  to  buy  wheat 
to  sell  again  in  that  primitive  society  had  to  walk  out  from  the  mar- 
ket place  a  mile  or  two  and  meet  the  cart  coming  in  and  so  forestall 
the  market? 

Mr.  Earlb.  It  was  called  forestalling.  He  bought  it  and  he  could 
afford  to  hold  it,  but  the  fellow  who  had  to  get  food  could  not  afford 
to  have  him  hold  it,  and  it  was  a  perfectly  intelligent  statute  then. 
It  would  be  foolish  now. 

Mr.  Hinds.  There  was  no  middlemen  in  England  then  in  any- 
thing? 

Mr.  Earle.  I  could  not  tell  you  that. 

Mr.  Hinds.  I  think  the  middlemen  in  medieval  England  did  not 
exist. 

Mr.  Earle.  It  would  strike  me  that  this  was  legislation  against 
their  existing,  so  they  probably  did  exist.  An  evil  generally  appears 
before  public  legislate  against  it. 

Mr.  Hinds.  To  get  back  to  the  question  about  the  settlement  of 
due  or  undue  competition  and  what  constituted  it,  under  the  common 
law  that  would  be  settled  by  a  jury,  would  it? 

Mr.  Earle.  It  was  always  a  question  for  the  court,  and  under  the 
English  system — I  am  not  saying  that  their  system  is  better  or  worse 
than  ours,  but  it  was  different — these  contracts  were  not  illegal.  I 
mean,  in  the  sense  they  can  be  punished  as  they  can  under  the  Sher- 
man Act.    The  court  simply  said : 

Xou  made  a  contract  that  you  shall  not  be  free  to  trade,  and  we  will  not 
enforce  it.    You  are  out  of  court. 

Mr.  Malby.  Mr.  Earle,  you  will  help  us  some  by  answering  this 
question:  If  I  have  the  facts  correctly,  it  is  generally  understood 
that  to-day  they  have  as  large  combinations  of  capital  in  England 
as  exist  in  any  other  country  in  the  world,  and  that  they  are  called 
there  trusts.  If  that  be  so,  how  do  they  exist  in  free-trade  England, 
with  their  laws  against  trusts  existing  as  you  have  described  them? 
How  is  it  possible,  if  they  put  the  same  interpretation  on  it,  for  them 
to  exist,  if  I  am  correct  about  the  fact  that  they  do  exist?  That  is 
the  first  thing  to  determine. 

Mr.  Earle.  You  would  first  have  to  be  correct  about  that  fact,  and 
in  the  second  place,  no  matter  how  large  a  combination  existed  in 
England,  it  would  be  a  combination  to  further  competition,  because 
they  would  have  to  meet  the  prices  of  the  whole  world. 

Mr.  Malbt.  In  deciding  that,  do  they  not  decide  just  as  Justice 
White  did,  whether  it  is  reasonable  or  unreasonable? 

Mr.  Earle.  I  read  you  what  they  decided. 
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Mr.  Malby.  I  am  comparing  that  with  the  condition  I  assume  to 
exist. 

Mr.  Eaele.  I  do  not  think  it  is  fair  to  either  side  to  compare  the 
conditions  that  exist  where  there  is  a  free-trade  policy  with  the  con- 
ditions that  exist  where  there  is  a  protective  tariff,  and  I  am  not 
criticizing  either  side. 

Mr.  Garrett.  England,  of  course,  does  have  a  tariff  on  noneompet- 
ing  articles? 

Mr.  Eaele.  A  revenue  tariff. 

Mr.  Gaerett.  That  is  on  noncompeting  articles,  but  there  can  be 
no  combination  or  monopoly  of  trade  in  those  articles,  except  in  the 
second  degree,  if  at  all,  and  there  could  be  none,  therefore  ? 

Mr.  Eaele.  I  think  Lord  Bowen's  opinion,  in  answer  to  the  gentle- 
man's question,  in  Nordenf  eldt  -y. Maxim  or  Maxim  v.  Nordenf  eldt,  I  do 
not  know  the  exact  title  of  the  case,  they  changed  the  names  on 
appeal — I  think  you  will  find  in  that  the  thought  that  if  the  com- 
binations there  furnish  a  monopoly  they  must  be  dealt  with  by  the  law 
I  think  that  has  been  expressly  decided,  but  they  do  not  seem  to  have 
monopolies  under  their  system. 

Mr.  Hinds.  May  I  read  to  you  from  the  statement  of  our  consul 
general  at  Hongkong  before  I  ask  you  a  question  on  this  question  of 
trusts  in  a  free-trade  zone : 

A  campaign  of  considerable  financial  and  commercial  importance,  that  began 
during  1910  and  is  continuing  into  the  present  year,  it  being  carried  on  by  the 
American  petroleum  interests  in  the  Far  East,  to  retain  possession  of  and  to 
extend  their  foreign  business  in  the  face  of  keen  competition. 

The  chief  elements  in  this  contest  for  business  are  the  Standard  Oil  Co.,  of 
New  York ;  the  Royal  Dutch  Petroleum  Co.,  and  the  Shell  Transport  Co.,  the 
former  a  Dutch  organization  and  the  latter  an  English  concern,  working  under 
an  agreement  with  each  other  and  operating  through  a  selling  agency,  known 
as  the  Asiatic  Petroleum  Co.  and  handling  oil  from  Sumatra  and  Borneo;  a 
concern  popularly  known  as  the  Dragon  Oil  Co.,  organized  in  Shanghai  and 
dealing  in  Sumatra  Oil,  but  which  is  now  being  absorbed  by  the  Asiatic 
Petroleum  Co.  and  allied  interests;  Japanese  and  Burmese  and  Russian  oil 
firms  operating  upon  a  small  scale  and  dealing  in  oil  from  their  respective 
countries. 

What  I  want  to  get  at  is:  Would  the  common  law  of  England 
permit  an  English  concern  to  operate  as  a  part  of  such  an  inter- 
national trust? 

Mr.  Eaele.  That  is  exactly  what  was  decided  in  the  MacGregor 
case,  that  was  plainly  a  combination  to  increase  competition  by  co- 
operation and  that  would  be  plainly  legal  in  England  and  I  think 
ought  to  be  legal  here,  but  if  it  does  not  cause  competition  then  you 
have  another  question  to  look  after — the  consumer.  He  speaks  there 
of  the  enormous  competition  over  there. 

Mr.  Raker.  Was  that  the  brief  in  the  case  ? 

Mr.  Eaele.  As  I  wanted  to  understand  the  law  affecting  my  rights, 
I  wrote  an  essay  on  that  subject. 

Mr.  Raker.  Let  me  see  it? 

Mr.  Eaele.  I  will  when  I  get  through.  It  is  not  worth  very  much, 
but  it  helped  me.  I  just  want  to  point  out  what  the  Supreme  Court 
will  unanimously  affirm,  if  it  sticks  to  this,  and  I  think  it  will.  This 
is  the  opinion  of  the  President  of  the  United  States,  who  was  then 
Justice  Taft,  and  Mr.  Justice  Harlan  and  Mr.  Justice  Lurton  con- 
curring.   They  base  their  decision^ 

The  Chairman  (interposing).  In  the  Addyston  case? 
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Mr.  Eaele.  Yes,  sir;  in  the  court  of  appeals;  and  this  is  exactly 
what  I  think  the  law  always  was  and  always  should  be.    They  say : 

In  Mallen  v.  May,  Baron.  Parke  said :  "  Contracts  for  the  partial  restraint  are 
upheld  not  because  they  are  advantageous  to  the  individual  with  whom  the 
contract  Is  made  and  a  sacrifice  pro  tanto  of  the  rights  of  the  community,  bjit 
bepause  it  is  for  the  benefit  of  the  public  at  large  that  they  should  be  enforced. 

That  is  what  I  believe  the  law  is.  I  do  not  think  that  an  indi- 
vidual has  the  right  to  sacrifice  the  community  even  a  little  bit  in 
order  to  aggrandize  himself. 

The  Chaibman.  In  view  of  this  decision,  if  it  is  followed,  the  last 
decision,  is  it  your  opinion  that  the  statute  law  of  the  United  States 
needs  any  amendment  in  order  to  bring  us  back  to  the  true  common 
law? 

Mr.  Eaele.  It  depends  on  which  part  of  the  opinion  is  followed. 
If  the  law  is  what  the  Sherman  Act  intended  to  enforce,  I  think  the 
opinion  is  splendid.  If  it  means  that  a  certain  man,  a  private  indi- 
vidual, can  at  the  public  expense  make  himself  richer,  then  I  think 
that  the  law  will  be  amended  because  it  has  been  done  through  all 
history. 

The  Chairman.  What  words  are  necessary,  in  your  judgment,  to 
restore  the  statute  to  meet  that  situation  ? 

Mr.  Eable.  If  I  had  to  draw  such  a  statute,  I  would  like  to  have 
a  lot  of  time.    I  will  give  you  a  suggestion,  but  not  offhand. 

The  Chaikman.  When  you  were  interrupted  I-  thought  you  were 
starting  to  say  what  the  words  were  ? 

Mr.  Eaele.  That  would  have  to  be  studied.  Somebody  might  put 
words  in  and  there  may  be  some  other  words  to  go  in. 

The  Chairman.  I  thought  you  had  in  that  brief  an  exact  state- 
ment of  exactly  what  the  common  law  was. 

Mr.  Eaele.  I  think  there  is. 

The  Chaibman.  And  that  would  be  applicable  to  the  Sherman 
Act,  no  doubt? 

Mr.  Eaele.  It  is  a  statement  in  the  form  of  an  essay  and  not  in  the 
form  of  a  statute. 

Mr.  Malby.  Did  it  occur  to  you  when  you  read  the  opinion  of 
Judge  White,  that,  except  for  the  interpretation  they  put  upon  the 
statute,  it  might  be  unconstitutional,  that  is,  we  could  prohibit  any 
combination  ? 

Mr.  Eable.  You  gentlemen  are  absolutely  the  supreme  power  in 
the  United  States  as  to  protecting  trade.  If  you  go  back  to  Aristotle 
and  finish  up  with  Adam  Sinith's  works,  one  thing  you  will  find  is 
that  nothing  is  so  certain  to  obstruct  and  destroy  trade  as  real 
monopolies. 

Mr.  Malby.  We  all  appreciate  that. 

Mr.  Eaele.  And  therefore  the  individual  who  says  that  you  can 
remove  a  wreck  from  a  harbor  which  might  cause  a  slight  deviation 
and  can  not  remove  a  monopoly  which  turns  trade  into  taxation,  for 
that  is  all  it  comes  to 

Mr.  Malby  (interposing) .  Of  course,  we  can  stop  monopolies,  but 
can  we  pass  a  law  which  interferes  with  the  rights  of  contracts  be- 
tween parties  to  cooperate  in  reference  to  a  matter  which  does  not 
hurt  the  public  interest  ? 

Mr.  Eable.  You  have  passed  many  of  them.  It  does  not  hurt 
the  public  if  it  is  for  the  public's  benefit. 
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Mr.  Malby.  But  the  line  of  demarcation  is  so  small  as  you  ha,ve 
shown  in  some  cases  here.  Should  not  the  courts  have  the  judicial 
discretion  to  say  whether  it  is  harmful  to  the.  public  in  that  degree 
which  requires  judicial  interference  or  not;  should  not  the  courts  have 
that  jurisdiction  without  tying  them  down  to  an  iron-clad  rule< 

Mr.  Earle.  The  Supreme  Court  should  be  very  clear  m  such 
matters.  What  is  for  the  public  good,  public  policy,  is  an  exclusive 
question  for  you.  You  represent  the  people  of  the  country,  and  you 
should  define  the  public  policy  of  the  United  States.  If  any  of  you 
gentlemen  want  to  transfer  that  power  to  another  branch  o±  the 
Government  you  can  do  it  by  legislation. 

Mr.  Malby.  It  is  difficult  for  us  to  put  in  that  language;  but  you 
have  suggested  something  which  will  meet  the  situation  ? 

Mr.  Eaele.  I  said  it  was  difficult  to  do  it  hastily. 

Mr.  Malby.  It  is  difficult  for  us  to  anticipate  conditions  which 
might  arise,  which  do  not  at  present  present  themselves  at  all. 

Mr.  Eaele.  All  you  gentlemen  can  do  is  to  do  what  you  have  done^ 
as  I  understand  it ;  that  is  to  say,  any  private  gain  shall  not  be  made 
at  the  public  sacrifice. 

Mr.  Malby.  That  is  what  the  court  decided? 

Mr.  Eaele.  Then  it  is  right;  but  if  it  does  not  say  that,  it  is  bad. 
That  will  be  changed  when  this  question  is  determined.  At  present 
it  says — and  it  says  so  in  plain  words — ^you  can  not  cut  down  the 
general  trade  for  the  benefit  of  the  private  individual,  provided  you 
do  not  do  it  too  much.  Then,  the  "too  much,"  I  think,  is  not  a 
judicial  question. 

Mr.  Malby.  The  court  went  on  and  decided  these  two  cases  and 
said  you  have  done  it  too  much. 

Mr.  Eaele.  There  is  no  question  about  that. 

Mr.  Madison.  Do  they  not  clearly  say  that  whenever  the  restraint 
operates  to  a  monopoly  then,  as  a  matter  of  fact,  they  have  done  it 
too  much? 

Mr.  Eaele.  I  do  not  think  so. 

Mr.  Madison.  Do  they  not  also  say  that  if  it  operates  to  the  en- 
hancement of  prices  that  they  have  done  it  too  much  ? 

Mr.  Eaele.  I  have  not  seen  either  of  those  things  in  the  opinion. 

Mr.  Hinds.  Then,  as  a  practical  question,  am  I  right  in  the  idea 
that  I  get  from  what  you  say  that  the  practical  effect  of  the  court's 
decision  is  to  reserve  for  itself  the  passing  of  judgment  on  the  ques- 
tion of  fact  as  to  whether  action  is  really  in  restraint  of  trade  or  not? 

Mr.  Eaele.  No,  sir. 

Mr.  Madison.  What  is  it? 

Mr.  Eaele.  It  is  to  reserve  to  itself  the  discretion  of  saying  that,. 
although  it  is  in  restraint  of  trade,  it  is  not  more  than  they  are 
willing  to  permit. 

Mr.  Madison.  Does  not  that  get  down  to  the  very  statement  that 
Mr.  Hinds  made? 

Mr  Eaele.  I  do  not  so  understand  it. 

Mr.  Hinds.  Was  not  that  what  the  common  law  said  ? 

Mr.  Eaele.  The  common  law  never  permitted  any  restraint  of 
trade.  It  permitted  contracts  in  restraint  of  trade  which,  if  clearly 
expressed,  were  contracts  in  restraint  of  competition,  but  it  only  per- 
mitted them  when  the  party  making  them  could  show  some  way  for 
increasing  trade. 
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Mr.  Hinds.  And,  under  the  common  law,  who  was  the  judge  of 
that? 

Mr.  Eaele.  The  Judges. 

Mr.  Hinds.  The  judges  were? 

Mr.  Eakle.  The  judges  have  always  determined  that  question. 

Mr.  Hinds.  After  all,  is  our  Supreme  Court  doing  any  more  than 
to  keep  under  its  own  wing  the  old  function  of  the  common  law  of 
England  ? 

Mr.  Eaelb.  Yes,  sir;  it  is  putting  a  new  test  in,  and  that  is  not 
whether  the  thing  really  restrains  trade,  but  whether  it  does  it  in 
some  degree  that  it  does  not  approve  of.  In  other  words,  all  that 
I  would  like  to  see  is  that  the  freedom  of  the  American  people 
should  be  preserved  as  to  their  domestic  trade. 

Mr.  Madison.  I  understand  the  decision  differently  from  you.  It 
does  not  make  much  difference  what  my  opinion  is,  but  I  understand 
the  opinion  in  effect,  to  say  that  any  restraint  that  tends  to  monopoly 
in  interstate  trade  or  that  tends  to  the  enhancement  of  prices  of 
any  article  that  moves  in  interstate  commerce  is  an  undue  and  un- 
reasonable restraint  of  trade.  Now,  then,  we  know,  as  lawyers 
that  there  are  a  number  of  instances  in  which  restraints  are  made  of 
trade  which  do  not  tend  to  monopoly  and  which  do  not  tend  to 
the  enhancement  of  prices,  but  which  rather  tend  to  assist  in 
the  free  flow  of  trade  and  yet,  in  a  sense,  they  are  a  restraint 
as,  for  instance,  if  one  man  buys  another  competitor  out  in  business 
in  his  town,  it  is  not  an  unreasonable  restraint  of  trade.  There  are 
instances  in  which  we  have  restraint  through  the  patent  laws,  there 
is  an  unquestionable  restraint,  and  yet  the  good  to  the  public  is 
much  greater  than  what  evil  may  result  from  it.  So  I  feel  and  so 
interpret  the  decision  as  meaning  that  any  restraint  which  tends 
to  monopoly,  which  tends  to  the  enhancement  of  prices,  is  under 
the  condemnation  of  the  law  as  interpreted  by  these  decisions  ? 

Mr.  Earle.  If  that  is  what  the  court  decided,  I  entirely  agree 
with  you.  I  think  the  introduction  of  the  word  "  undue  "  was  un- 
happy. I  think  it  raises  a  new  element  in  the  discussion  and  prac- 
tically does  the  most  dangerous  thing  you  could  do  in  this  country, 
that  is,  to  leave  the  ultimate  granting  of  monopolies  to  the  Supreme 
Court.  I  think  it  is  exceedingly  dangerous  if  that  part  of  our 
Constitution  which  is  unique  and  which  balances  the  whole  of  us 
is  to  be  in  any  way  involved  in  granting  monopolies. 

The  Chairman.  As  I  understand  your  statement  as  to  what  you 
understand  this  decision  to  be  and  what  the  common  law  is,  it  is 
this,  that  under  the  common  law  no  restraint  of  trade  whatever 
that  was  prejudicial  to  the  interests  of  the  public  was  permitted, 
but  under  this  decision,  especially  if  the  obiter  dicta  be  given  full 
force  and  effect,  a  restraint  of  trade,  although  prejudicial  to  the 
public  interests  might  be  permitted  that  is  not  unreasonable  or 
undue  ? 

Mr.  Eaele.  Not  exactly  that,  but  very  close. 

The  Chairman.  Where? 

Mr.  Earle.  They  attempt  to  reserve  to  themselves  not  the  power 
of  determining  whether  there  has  been  a  restraint  of  trade,  but  of 
determining  the  legislative  question  of  whether  a  restraint  of  trade, 
although  it  restrains,  can  not  still  be  legal  because  they  do  not  think 
it  is  too  great. 
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The  Chaieman.  Exactly;  although  injurious  to  the  public  to  a 
small  extent.  That  is  exactly  what  I  meant.  I  agree  with  you  as 
to  the  decision. 

Mr.  Madison.  A  recent  decision  was  handed  down  by  the  court  of 
appeals  of  the  eighth  circuit,  where  the  Union  Pacific  and  the  South- 
ern Pacific,  under  the  leadership  of  Mr.  Harriman,  had  formed  a 
certain  merger.  There  was  not  any  question  about  there  being  a 
merger  and  consequently,  to  a  certain  degree,  a  restraint  of  trade; 
yet  the  court  held  that  in  that  instance  there  had  been  no  injury  to 
the  public,  that,  as  a  matter  of  fact,  there  had  been  better  service 
given  as  a  result  of  that  merger,  that  no  injurious  eflFeet  flowed  from 
it  to  the  public  in  any  way,  and  that  therefore  there  was  no  undue 
or  unreasonable  restraint  of  trade  ? 

Mr.  Eahle.  Yes,  sir. 

Mr.  Madison.  You  have  read  the  report  of  that  case  ? 

Mr.  Eaele.  No,  sir ;  I  have  not. 

Mr.  Madison.  Assuming  that  they  laid  down  that  doctrine,  they 
have  in  effect  followed  the  doctrine  of  the  common  law,  as  you  in- 
terpret it? 

Mr.  Eaele.  It  was  no  restraint  of  trade.  Congress  has  said — ^you 
must  remember  this — that  anything  that  restrains  trade  is  against 
the  public  policy  of  this  country.  If  that  is  not  right,  change  it; 
but  that  is  what  Congress  said,  and  they  had  the  power  to  say  that. 
If  the  decision  you  speak  of — -and  it  is  perhaps  most  improper  for 
me  to  discuss  it,  and  I  do  not  know  anything  about  it — if  the  court 
had  said  that,  notwithstanding  your  declaration  of  public  policy, 
they  have  a  right  to  alter  it  because  they  think  it  is  a  good  thing,  I 
should  say  the  decision  was  a  mistaken  one.  If,  as  a  matter  of  fact, 
what  they  did  was  to  encourage  and  enlarge  trade  without  in  any 
way  injuring  the  public,  I  would  say  that  it  was  right. 

Mr.  Hinds.  When  they  said  restraint  of  trade  in  the  Sherman  Act, 
did  they  not  say  that  having  in  mind  restraint  of  trade  that  would  be 
undue  and  damaging  restraint  of  trade  under  the  common  law  ? 

Mr.  Eaele.  They  said  any  restraint  of  trade. 

Mr.  Hinds.  Were  they  not  using  the  term,  when  they  used  the 
words  "  restraint  of  trade,"  in  something  like  the  usage  that  the  past 
had  fairly  well  defined? 

Mr.  Eaele.  The  Supreme  Court  said  both  things,  so  I  give  it  up. 
You  are  a  Member  of  Congress,  and  you  probably  know  better  what 
they  mean  by  that  than  I  do. 

Mr.  Hinds.  I  am  not  a  lawyer. 

Mr.  Eaele.  I  would  like  to  hand  you  this  decision  by  Lord  Justice 
Farwell,  which  was  made  last  year  before  the  decision  of  the  Su- 
preme Court  in  passing  on  this  same  question  of  the  law  as  to  re- 
straint of  trade. 

Mr.  Malby.  Insert  it  in  the  record. 

The  Chaieman.  Yes,  sir;  we  will. 

Mr.  Eaele.  It  is  the  last  English  decision. 

(The  decision  referred  to  follows:) 

Lord  Justice  Farwell  (Russell  v.  Amalgainatecl  Society,  1910,  K.  B.,  520)  : 
The  law  as  to  retraint  of  trade  is  now  well  settled.  Every  contract  in  gen- 
eral restraint  of  trade  without  limit -is  bad,  but  a  partial  restraint  limited  so 
as  to  afford  reasonable  protection  only  to  either  or  both  of  the  contracting 
parties,  and  so  as  not  to  be  injurious  to  the  public,  is  good.  Thus  in  Horner  v. 
Graves  (3),  Tindal,  C.  J.,  says  that  the  "question  is  whether  this  is  a  reason- 
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abl^  restraint  of  trade ;  and  we  do  not  see  how  a  better  test  can  be  applied  to 
the  question  whether  reasonable  or  not  than  by  considering  whether  the  re- 
straint is  such  only  as  to  afford  a  fair  protection  to  the  interests  of  the  party  in 
favor  of  whom  it  is  given,  and  not  so  large  as  to  interfere  with  the  interests  of 
the  public."  The  present  state  of  the  law  on  this  sub.iect  was  summarized  by 
Lord  Macnaghten,  in  the  House  of  Lords,  in  Nordenfelt  v.  Maxim  Nordenfelt 
Guns  and  Ammupition  Co.  (4)  as  follows:  "The  true  view  at  the  present 
time,  I  thinli,  is  this:  The  public  have  an  interest  in  every  person's  carrying 
on  his  trade  freely;  so  has  the  individual.  All  interference  with  individual 
liberty  of  action  in  trading,  and  all  restraints  of  trade  themselves,  if  there  is 
nothing  more,  are  contrary  to  public  policy,  and  therefore  void.  That  is  the 
general  rule.  But  there  are  exceptions :  Restraints  of  trade  and  interference 
with  individual  liberty  of  action  may  be  justified  by  the  special  circumstances 
of  a  particular  case.  It  is  a  sufficient  justification,  and  indeed  it  is  the  only 
justification,  if  the  restriction  is  reasonable — reasonable ;  that  is,  in  reference 
to  the  interests  of  the  parties  concerned  and  reasonable  in  reference  to  the 
interests  of  the  public,  so  framed  and  so  guarded  as  to  afford  adequate  pro- 
tection to  the  party  in  whose  favor  it  is  imposed,  while  at  the  same  time  it  is 
in  no  way  injurious  to  the  public." 

Mr.  Baker.  I  would  like  to  ask  you  one  question.  What  did  you 
mean  by  saying  that  you  would  not  convict  any  man  under  the  Sher- 
man law  as  it  now  exists? 

Mr.  Eaele.  Because  I  do  not  know  what  the  offense  is  and  I  do 
not  think  that  a  man  should  be  convicted  of  an  offense  when  he  does 
not  know  what  it  is. 

The  Chairman.  That  is  giving  full  force  to  the  obiter  dicta  ? 

Mr.  Eaele.  Yes,  sir.  I  mean  to  say  that  you  can  convict  a  man  of 
rape,  but  it  would  be  rather  rough  to  say  that  he  could  commit  reason- 
able rape  and  if  unreasonable  he  was  a  criminal.  I  would  not  con- 
vict a  man  if  the  statute  said  he  could  be  convicted  of  murder 
provided  it  was  an  unreasonable  murder.  I  do  not  think  reasonable 
should  be  written  into  a  definition  of  the  criminal  law,  because  it 
creates  uncertainty.  When  you  come  to  the  civil  procedure  you  often 
have  to  find  the  reasonable  thing  to  do  between  two  quarreling 
parties,  but  when  you  pick  out  a  citizen  and  say  that  you  will  deprive 
him  of  his  liberty,  the  most  valuable  thing  he  has,  if  he  does  a  certain 
thing,  I  think  he  has  a  right.  You  have  heard  the  story  of  Caligula. 
He  drew  his  statutes  and  put  them  so  high  that  the  people  could  not 
read  then,  and  then  he  cut  their  heads  off.  I  think  you  are  drawing 
the  statute  pretty  high  when  you  say  you  can  do  a  thing,  but  not  to 
do  it  beyond  the  proving  degree. 

The  Chairman.  That  is  one  of  the  dilEculties  we  are  in. 

Mr.  Earle.  I  do  not  want  to  be  misunderstood  as  saying  that  I 
criticized  the  court,  because  I  do  not  believe  in  that. 

The  Chairman.  We  have  all  the  right  of  fair  and  reasonable  dis- 
agreement with  the  courts. 

Mr.  Earle.  If  it  is  fair  and  reasonable,  it  tends  to  good,  but  if  it 
is  vituperative,  it  tends  to  anger,  and  it  does  not  clear  up  anybody's 
mind — the  court's  or  ours. 

Mr.  E.AKER.  Has  the  Supreme  Court  in  any  case  j)assed  upon  the 
criminal  section  of  the  Sherman  Act  ? 

Mr.  Earle.  Ther^have  been  quite  a  number  of  convictions. 

Mr.  Eakee.  But,  has  the  Supreme  Court  passed  upon  them? 

Mr.  Earle.  Only  on  the  statute  of  limitations,  that  I  know  of.  I 
think  you  have  taken  away  a  little  of  the  freedom  which,  I  think, 
should  exist  in  a  republican  form  of  government.  I  think  our  liberty 
should  be  preserved  against  the  majority.     The  majority  has  the 
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right  to  put  us  in  jail,  but  it  must  give  us  a  warning  in  advance  what 
we  must  not  do. 

Mr.  Hinds.  Are  you  fairly  familiar  with  the  law  and  decisions  of 
England  as  to  corporations  ? 

Mr.  Eaele.  No  ;  I  know  nothing  about  them  at  all. 

Mr.  Hinds.  You  can  not  state  whether  they  have  any  laws  there 
covering  the  form  of  corporations  and  preventing  the  watering  of, 
stock? 

Mr.  Eaele.  They  have  very  extensive  statutes. 

Mr.  Hinds.  They  do  have? 

Mr.  Eaele.  Yes,  sir.  I  might  explain  to  you  that  my  father  and 
my  grandfather  were  lawyers  and  I  was  a  lawyer.  A  lot  of  people 
got  in  money  troubles  and  they  asked  me  to  help  them  out,  and  I 
have  never  attended  to  the  practice  since.  So  I  do  not  keep  up  with 
the  law,  except  that  once  in  a  while,  on  a  special  subject,  I  catch  up. 

Mr.  Hinds.  But  you  do  not  know  that  in  England  they  have  taken 
very  elaborate  precautions  against  what  might  be  called  "  forestall- 
ing business  growth  "  by  watering  stocks  ? 

Mr.  Eaele.  No;  I  do  not  know.  They  have  very  extensive  stat- 
utory regulations  in  England.  I  have  the  statutes,  but  I  have  not 
read  them. 

Mr.  Hinds.  I  did  not  know  but  what  you  were  acquainted  with 
that  point. 

Mr.  Eaele.  The  point  never  came  up  in  any  matter  in  which  I 
was  interested. 

Mr.  Madison.  I  was  very  much  interested  yesterday  in  what  you 
said  about  being  in  a  situation  so  that  you  had  to  personally  argue 
this  Pennsylvania  Sugar  Refining  case.  Did  I  understand  you  cor- 
rectly about  that? 

Mr.  Eaele.  I  do  not  know  that  I  used  the  words  "had  to."  I 
thought  it  well  to  do  so. 

Mr.  Madison.  Why? 

Mr.  Eaele.  Well,  our  junior  counsel — it  is  a  personal  matter,  and  I 
did  not  think  it  would  be  interesting  to  you — we  had  an  hour  to 
argue  the  case.  Our  junior  counsel,  Judge  Black,  did  not  come  into 
court  at  all  after  we  lost  below  until  after  the  reversal.  The  junior 
counsel,  Mr.  Marshall,  argued  the  case  very  earnestly  and  used  up 
55  minutes  of  the  hour.  I  thought  that  the  court  was  against  me, 
and  I  told  the  court  that  I  did  not  feel  that  we  had  had  an  oppor- 
tunity to  fully  present  our  case  and  that  I  could  not  argue  it  in  5 
minutes,  and  I  think  they  listened  to  me  for  1  hour  and  40  minutes 
and  reversed  the  case.    This  is  the  exact  state  of  affairs. 

Mr.  Madison.  The  suit  for  triple  damages,  $30,000,000,  which  you 
sued  for,  was  first  brought  in  the  southern  district  of  New  York  be- 
fore Judge  Holt? 

Mr.  Eaele.  Yes,  sir. 

Mr.  Madison.  Who  argued  the  case  before  Judge  Holt  at  that 
time? 

Mr.  Eaele.  A  number  of  us  took  part  in  it.  I  think  I  spoke  about 
an  hour.  Judge  Black  argued  it  at  great  length.  I  think  Mr.  Samuel 
Untermyer  took  some  part  in  it. 

_Mr.  Madison.  The  decision  of  the  court  below  was  in  accordance 
with  the  view  that  the  Attorney  General  had  expressed  to  you  when 
he  declined  to  take  criminal  proceedings  in  the  matter,  was  it  not? 
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Mr.  Eaele.  In  a  sense,  that  is  correct.  I  do  not  think  the  Attorney- 
General  ever  said  he  put  it  on  that  ground.  Both  of  them  relied 
on  the  Knight  case,  but  if  I  remember — and  when  I  speak  of  judicial 
decisions  you  gentlemen  will  look  at  them,  please  understand  that, 
because  I  do  not  want  y^ou  to  take  my  memory  for  what  is  in  print, 
because  I  might  be  unfair  to  the  judge.  The  judge  there  decided  the 
case  on  the  ground  of  the  Knight  case,  just  as  the  Attorney  General 
expressed  his  view,  but  he  put  it  on  a  different  ground,  that  they 
had  shut  down  the  refineries,  whereas  the  real  point  in  the  Knight 
case  was  that  there  was  no  attempt  to  restrain  trade,  because  they 
increased  the  product. 

Mr.  Hinds.  Was  that  the  real  issue  in  the  Knight  case  ? 

Mr.  Eakle.  I  think  it  was. 

Mr.  Hinds.  Did  not  the  Knight  case  go  off  on  something  like  this, 
that  if  a  man  should  buy  a  knife  to  commit  a  homicide  that  the 
knife  was  not  a  part  of  the  homicidal  performance ;  in  other  words, 
in  the  Knight  case  was  it  an  issue  as  to  when  the  time  of  restricting 
trade  would  begin  ? 

Mr.  Eaele.  If  you  will  take  the  trouble  to  look  at  Loewei  v. 
Lawlor,  208  United  States,  Chief  Justice  Fuller  states  what  was  the 
decision  in  the  Knight  case  and  he  wrote  it  himself. 

Mr.  Hinds.  I  was  relying  on  what  he  said  in  the  Knight  case 
myself. 

Mr.  Eaele.  I  would  prefer  that  you  should  read  it.  The  Knight 
case  turned  on  the  fact  that  there  was  no  intention  to  restrain  trade, 
if  I  recollect  it. 

Mr.  Hinds.  Was  it  not  in  the  Knight  case  that  it  was  decided  that 
the  mere  buying  of  the  stock  of  these  factories  could  not  be  taken  as 
an  act  in  restraint  of  trade  because  it  was  going  too  far  toward  the 
source  of  the  stream?  For  instance,  as  I  remember  it,  he  illustrates 
it  by  the  case  of  Coe  v.  Errol,  where  a  man  bought  logs  in  New 
Hampshire  and  put  them  into  a  river  to  float  them  to  Maine  and 
they  attempted  to  tax  him,  and  he  attempted  to  get  out  of  it  on  the 
ground  that  they  were  to  go  into  interstate  commerce,  and  the  court 
then  ruled  that  the  cutting  of  the  logs  and  the  yarding  of  them  was 
an  anterior  act  that  was  had  in  interstate  commerce,  as  I  remember. 
Did  not  they  in  this  case  decide  that  the  taking  of  the  stock  and 
the  taking  possession  of  that  refinery  was  an  act  too  far  anterior  to 
be  taken  as  part  of  the  criminal  performance  or  the  performance 
against  public  policy  of  restraining  trade  in  interstate  commerce  ? 

Mr.  Eaele.  Mr.  Fuller  made  a  very  full  and  complete  review 
of  the  law,  but  when  a  court  finds  facts  and  renders  a  decision  on 
those  findings  the  assumption  is,  as  the  Supreme  Court  said  in  a 
later  case,  that  each  one  of  those  facts  was  an  essential  part  of  the 
thing,  giving  their  reason  therefor,  and  the  Supreme  Court  expressly 
held  that  the  product  was  increased  and  that  there  was  no  intention 
proven  of  restraining  trade.  Later,  when  he  came  to  analyze  the 
case  himself,  that  is  what  he  decided.  I  just  want  to  conclude  be- 
cause I  want  to  help  you.     You  say  that  you  are  not  a  lawyer  ? 

Mr.  Hinds.  No,  sir. 

Mr.  Madison.  In  fact,  the  gist  of  the  Knight  case  was  that  there 
was  no  evidence  introduced  in  that  case  proving  that  there  was  a 
violation  of  the  Sherman  antitrust  law  in  that  the  only  evidence 
was  with  regard  to  manufacture  and  not  with  regard  to  the  flow 
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of  interstate  commerce,  and  that  as  manufacture  preceded  commerce 
manufacture  was  not  commerce.    That  was  the  gist  of  it? 

Mr.  Eaele.  The  real  decision  in  the  Knight  case  was  that  there 
was  no  intention  to  restrain  trade. 

Mr.  Madison.  That  is  just  exactly  what  I  said.  As  a  matter  of 
fact,  they  did  not  prove  that  the  product  of  the  refineries  that  was  to 
go  into  interstate  trade  was  to  go  out  of  the  State  of  Pennsylvania  ? 

Mr.  Eaele.  I  do  not  think  they  said  that.  I  do  not  think  there 
was  a  word  on  that  subject. 

Mr.  Madison.  Is  not  that  the  necessary  inference  from  what  they 
said? 

Mr.  Eaele.  I  can  only  give  you  my  opinion.  I  would  like  to  agree 
with  you,  but  I  would  not  be  truthful.  It  turned  on  a  question  of 
fact,  which  does  not  bind  the  court  or  the  jury  or  anybody  else.  They 
decided  the  Knight  case,  taking  all  these  considerations  together, 
and  the  final  conclusion  was  that  there  was  no  intention  to  restrain 
trade,  and  that  therefore  it  did  not  fall  within  the  act. 

Mr.  Madison.  I  have  a  portion  of  the  opinion  of  Chief  Justice 
Fuller  before  me,  in  which  he  says : 

Doubtless  the  power  to  control  tlie  manufacture  of  a  given  thing  involve^ 
in  a  certain  sense  the  control  of  Its  flisposition,  but  this  is  a  secondary  and  not 
the  primary  sense,  and,  although  the  exercise  of  that  power  may  result  in 
bringing  the  operation  of  commerce  into  play,  it  does  not  control  it,  and  affects 
it  only  incidentally  and  indirectly.  Commerce  succeeds  to  manufacture  and  is 
not  a  part  of  it.  The  power  to  regulate  commerce  is  the  power  to  prescribe  the 
rule  by  which  commerce  shall  be  governed,  and  is  a  power  independent  of  the 
power  to  suppress  monopolies.  But  it  may  operate  in  repression  of  monopoly 
whenever  that  comes  within  the  rules  by  which-  commerce  is  governed,  or 
whenever  the  transaction  is  itself  a  monopoly  of  commerce. 

The  fact  that  an  article  is  manufactured  for  export  to  another  State  does 
not  of  itself  make  it  an  artiol';  of  interstate  commerce,  and  the  intent  of  the 
manufacturer  does  not  determine  the  time  when  the  article  passes  from  the 
control  of  the  State  and  belongs  to  commerce. 

The  contracts  and  acts  of  the  defendants  related  exclusively  to  the  acquisi- 
tion of  the  Philadelphia  refineries,  and  the  business  of  sugar  refining  in  Penn- 
sylvania, and  bore  no  direct  relation  to  commerce  between  the  States  or  with 
foreign  nations. 

The  circuit  court  declined,  lipon  the  pleadings  and  proofs,  to  grant  the  relief 
prayed,  and  dismissed  the  bill,  and  we  are  of  opinion  that  the  circuit  court  of 
appeals  did  not  err  in  affirming  that  decree. 

That  is  the  gist  of  the  decision  ? 

Mr.  Eaele.  No;  that  is  a  part  of  the  judge's  reasoning,  and  from 
all  the  facts  they  concluded  that  there  was  no  intent  to  restrain  trade. 

Mr.  Hinds.  Was  not  the  point  on  which  Justice  Harlan  made  issue 
with  the  chief  justice;  that  is,  is  his  dissenting  opinion,  based  on  that 
very  fact;  was  not  that  the  main  issue? 

Mr.  Eaele.  I  think  that  the  Supreme  Court  of  the  United  States 
has  held  as  a  question  of  fact  that  the  inference  of  intent  to  restrain 
should  be  drawn  from  the  intent  to  create  a  monopoly,  and  I  think 
that  Judge  Harlan's  opinion  was  to  the  effect  that  the  common  law 
held  that  the  inevitable  result  of  monopoly  was  restraint  and  that  peo- 
ple must  be  held  to  have  intended  the  inevitable  result  of  their  action. 

Mr.  PIiNDS.  "Was  not  the  joining  of  issues  between  the  Chief 
Justice  and  Mr.  Harlan  of  sufficient  magnitude  and  standing  so  that 
an  executive  officer  like  the  President  or  even  a  law  officer  like  the 
Attorney  General  might  well  have  felt  the  force  of  that  statement  of 
law? 
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,  Mr.  Eaele.  You  remember  the  story  of  the  white  man  who  met  the 
darkey  and  said:  "Sam,  where  did  you  get  the  chicken?"  and  he 
said:  "Are  you  a  friend  of  mine?"  '"l  am."  "  Then^  do  not 
ask  me  where  I  got  that  chicken."  If  you  are  a  friend  of  Roose- 
velt's, do  not  ask  me  to  go  into  that  matter. 

Mr.  Hinds.  Proceed. 

Mr.  EARtE.  Then,  I  will  go  ahead.  If  I  recollect  now,  I  wrote  to 
the  President,  who  was  at  that  time  very  desirous  of  protecting  the 
public,  that  I,  an  officer  of  the  court,  had  discovered  very  serious 
evidence.  I  also  notified  him  that  the  head  of  the  Department  of 
Justice,  at  that  time,  as  I  understood,  Mr.  Purdy,  was  acting  per- 
fectly satisfactory.  I  also  notified  him,  if  I  remember,  in  this  let- 
ter, and  if  it  is  not  in  this  it  is  in  some  other  letter;  I  want  to  be 
corrected,  if  my  memory  fails  me,  that  there  was  danger  of  losing 
very  valuable  evidence  necessary  for  the  protection  of  the  public  in- 
terest. I  was  not  misled  by  the  Knight  case  at  that  tiine.  He  did 
not  call  on  his  legal  adviser,  but  he  appointed  another.  I  would 
find  it  very  difficult  to  be  convinced  that  where  a  man  has  taken 
an  oath  that  he  will  support  the  Constitution,  and  that  is  one  of  its 
chief  features,  to  see  to  the  enforcement  of  the  law,  could  be  re- 
lieved from  preserving  evidence  where  he  is  told  of  a  supposed 
crime  that  he  himself  is  seeking  to  punish,  and  which  his  only 
adviser  at  that  time  thought  should  be  punished — it  would  be  hard 
for  me  to  believe  that  it  was  the  full  performance  of  his  duty  to  wait 
until  somebody  else 

Mr.  Hinds.  The  adviser  was  merely  a  .temporary  adviser  ? 

Mr.  Eable.  He  was  a  sufficiently  good  adviser  for  Mr.  Roosevelt 
to  appoint. 

Mr.  Madison.  Is  it  not  a  fact — do  you  not  know  it  to  be  a  fact — 
that  Mr.  Moody  passed  on  this  identical  question  and  held  the  same 
as  Mr.  Bonaparte  did? 

Mr.  Eaele.  Not  if  Mr.  Moody  tells  the  truth,  and  I  think  he  does. 
I  never  saw  Mr.  Justice  Moody. 

Mr.  Madison.  That  is  not  an  answer  to  my  question.  Answer  the 
question  fairly. 

Mr.  Eable.  I  have  answered  it. 

Mr.  Madison.  You  have  not. 

Mr.  Eakle.  I  do  not  care  what  Mr.  Moody  states  there  or  in  any 
other  place. 

Mr.  Madison.  It  is  not  a  question  of  what  Mr.  Moody  has  said, 
but  I  ask  you  the  question  direct,  if  yOu  do  not  have  reason  to  know 
and  believe  that  Mr.  Moody  passed  on  this  same  question,  and  that 
Mr.  Moody  decided  the  same  as  Mr.  Bonaparte  afterwards  did,  that 
the  Ejiight  case  conttolled  and  that  there  was  no  ground  for  a 
criminal  prosecution  ?    I  ask  you  that  question. 

Mr.  Earle.  I  have  answered  it.  I  do  not  believe  anything  of  the 
kind,  because  I  believe  that  Mr.  Moody  told  me  the  truth.  I  will 
read  his  letter.  Is  it  permissible?  I  think  I  have  answered  the 
question. 

Mr.  Madison.  I  do  not  believe  that  you  have  answered  it  squarely. 
Let  me  ask  you  again,  so  that  I  may  understand.  Do  you  undertake 
to  say  to  me  now  that  you  have  no  reason  to  believe  that  this  matter 
was  taken  up  with  Mr.  Moody  by  a  party  whom  you  knew  of  at  the 
time  and  explained  to  him,  and  that  that  party  afterwards  dame 
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back  to  you  and  stated  to  you  what  Mr.  Moody's  position  was,  and 
that  he  reported  to  you  that  it  was  the  same  as  the  position  that 
Mr.  Bonaparte  afterwards  took?  .    -    ,, 

Mr  Eaele.  I  recollect  the  party,  whether  it  is  the  same  one  you 
mean  or  not,  I  do  not  know,  who  said  he  saw  the  President  and  the 
President  intimated  that  it  would  be  a  breach  of  courtesy  for  me  to 
compel  him  to  enforce  the  law. 

Mr.  Madison.  Through  his  Attorney  General  ( 

Mr.  Eaele.  I  do  not  recollect  that  part  of  it.  I  want  to  show  you 
what  Mr.  Justice  Moody  himself  says. 

Mr.  Madison.  That  is  all  I  want.  You  have  answered  that  ques- 
tion. .,,  ,  ,  .  ,, 

Mr.  Earle.  No;  I  have  not.     You  will  not  let  me  give  you  the 

answer  I  want  to. 

Mr.  Madison.  Yes  I  will ;  I  beg  your  pardon. 

Mr.  Eaele.  I  have  tried  five  or  six  times  to  tell  you  that  what  1 
referred  to  with  reference  to  Mr.  Justice  Moody,  is  Mr.  Justice 
Moody's  express  promise  to  me.  I  was  referred  by  the  department 
to  Mr.  Purdy,  because  Mr.  Justice  Moody  felt  he  should  not  pass 
on  this.     He  says,  on  October  13,  1906 

Mr.  Malby.  "What  page  are  you  quoting  from  ? 

Mr.  Eaele.  Page  7. 

Mr.  Madison.  What  are  you  reading  from  ? 

Mr.  Eaele.  The  letters  the  President  sent  to  the  Senate.     This  has 

Mr.  Roosevelt's  approval : 

Dear  Sib:  I  have  just  received  your  letter  of  the  12th  instant.  The  news- 
paiser  clippings    which  you  inclose — so  far  as  they  refer  to  me — are  not  true — 

Every  clipping  that  I  saw  was  sent  when  I  saw  that  the  department 
was  not  going  to  do  anything — 

I  have  come  to  no  conclusion  whatever  on  the  subject  and  have  made  no  report 
of  any  kind  to  the  President,  and  will  not  do  so  until  after  I  have  seen  you. 

If  he  did,  he  broke  his  promise  to  me,  and  I  do  not  believe  it. 
Mr.  Madison.  But  he  said : 

I  have  come  to  no  conclusion  whatever  on  the  subject  and  have  made  no 
report  of  any  kind  to  the  President,  and  will  not  do  so  until  after  I  have  seen 
you. 

Mr.  Eaele.  Yes,  sir. 

Mr.  Madison.  So  far  as  coming  to  any  conclusion  officially  or 
making  any  reports  to  the  President,  that  is  true ;  but  you  know,  as  a 
matter  of  fact,  and  I  make  the  assertion,  that  Mr.  Moody  was  asked 
by  a  party  with  regard  to  this  matter  that  it  was  all  related  to  him, 
and  he  stated  that  in  his  judgment  the  Knight  case  did  control,  and 
afterwards  Mr.  Bonaparte  took  the  same  position. 

Mr.  Eaele.  I  would  not  believe  that  unless  Mr.  Justice  Moody 
said  so,  because  I  have  his  pledge  that  he  would  do  nothing  of  the 
kind.    Is  Mr.  Justice  Moody  still  living  ? 

The  Chairman.  Yes ;  I  think  he  is ;  but  I  understand  he'  is  very 
feeble. 

Mr.  EariaE.  You  can  see,  I  can  not  tell  what  Mr.  Justice  Moody 
■did.  When  he  has  told  me  he  will  not  do  anything  I  assume  he  did 
not.    I  do  not  know  whether  that  is  an  unfair  assumption  or  not. 

Mr.  Madison.  There  was  not  anything  Justice  Moody  did  that  was 
in  violation  of  his  word  to  you  in  that  letter,  which,  by  the  way,  is  an 
unsigned  one,  apparently. 
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Mr.  Eaele.  I  do  not  think  so. 

Mr.  Madison.  It  is  so  in  the  record — an  unsigned  letter. 

Mr.  Eaele.  It  was  sent  to  me  and  reached  me. 

Mr.  Madison.  And  I  think  you  will  find  it  was  an  unsigned  letter. 
"Whether  written  by  him  or  by  some  department  clerk,  I  do  not  Imow. 

Mr.  Raker.  Does  Mr.  Earle  know  anything  about  the  second  sense 
you  spoke  of 

Mr.  Madison.  Just  a  moment,  please. 

Mr.  McCarthy.  May  I  say  a  word  to  Mr.  Earle  to  refresh  his 
recollection  ? 

Mr.  Earle.  No  ;  I  know  what  my  recollection  is. 

Mr.  Madison.  You  took  the  matter  up  with  Mr.  Eoosevelt  by  these 
letters  to  which  you  have  referred.  You  produced  your  letters.  Will 
you  kindly  produce  Mr.  Roosevelt's  letters  to  you  ? 

Mr.  Earle.  I  think  I  have  one  of  them  here,  answering  one  of 
these,  and  that  is  what  I 

Mr.  Madison  (interposing) .  Read  it  to  the  committee. 

The  White  House, 
Washingtmi,  October  2,  1906. 
Mt  Deab  Sir  :  Tour  communication  of  the  1st  instant  has  been  received  and 
called  to  tlie  attention  of  the  President. 

Very  truly,  yours,  Rudolph  Fokster, 

Acting  Secretary  to  the  President. 
Mr.  George  H.  Earle,  Jr., 

Receiver  the  Real  Estate  Trust  Co., 

Philadelphia,  Pa. 

Mr.  Madison.  Have  you  the  other  letter  which  Mr.  Roosevelt  wrote 
you  in  reply  to  your  letter? 

Mr.  Earle.  To  the  second  one? 

Mr.  Madison.  Yes. 

Mr.  Earle.  I  have  that  somewhere.  It  had  his  autograph,  and  was 
the  only  one  that  had  an  autograph;  and  I  have  put  it  away  with  a 
collection  of  autographs,  but  will  look  it  up. 

Mr.  Madison.  I  will  ask  you  to  state  the  substance  of  it. 

Mr.  Earle.  I  think  he  just  acknowledged  the  letter  and  assured  me 
of  his  great  respect  and  signed  his  name. 

Mr.  Madison.  I  will  ask  you  if  he  did  not  state  to  you  that  the 
matter  was  to  be  referred  to  his  Attorney  General  ? 

Mr.  Eaele.  He  states  that  in  his  very  first  letter  here. 

Mr.  Madison.  I  Avill  ask  you  if  he  did  not  state  that  in  the  other 
letter. 

Mr.  Eaele.  It  you  want  my  recollection,  I  should  say  no. 

Mr.  Madison.  I  will  ask  you  to  produce  the  letter'. 

Mr.  Earle.  I  will  try  to  find  it. 

Mr.  Madison.  As  a  matter  of  fact,  all  the  communications  that 
you  received  from  the  President  about  the  matter  were  to  the  effect 
that  he  would  submit  the  matter  to  the  law  officer  of  the  Government 
who  was  his  legal  adviser.    That  is  the  fact,  is  it  not? 

Mr.  Earle.  That  is  all  I  ever  could  get  from  him. 

Mr.  Madison.  Then,  as  a  matter  of  fact,  he  did  refer  it  to  his  law 
oiEcer,  or  to  the  law  officer  of  the  Government,  and  you  took  the 
matter  up  with  him,  and  you  and  he  had  a  very  lengthy  correspond- 
ence with  regard  to  it.    That  is  true,  is  it  not? 

Mr.  Earle.  No.  I  had  an  interview  with  the  gentleman  who  was 
then  in  charge,  Mr.  Purdy,  and  he  determined  there  was  a  case,  and 
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it  was  at  that  point  that  even  then  they  wcmld  not  look  at  any  of  the 
others. 

Mr.  Madison.  I  will  ask  you  if,  as  a  matter  of  fact,  in  these  letters 
to  the  Attorney  General,  one  of  which  was  a  lengthy  printed  commu- 
nication, while  you  did  not  submit  the  evidence,  yet  you  stated  the 
facts  which  you  believed  that  the  evidence  would  prove?  YoU  did 
that,  did  you  not  ? 

Mr.  Eaele.  I  asked  him  again  and  again  to  look  at  the  evidence 
and  not  trust  to  my  interpretation  of  it. 

Mr.  Madison.  But  is  it  not  a  fact  you  stated  every  fact  to  him  that 
was  within  your  knowledge? 

Mr.  Earle.  I  do  not  think  I  did  state  nearly  all  the  facts. 

Mr.  Madison.  Why  did  you  not  do  that? 

Mr.  Eaele.  Because  I  got  into  a  discussion  with  him  about  what 
the  Knight  case  meant,  and  that  is  all  I  ever  could  get. 

Mr.  Madison.  You  stated  to  him  in  substance  the  facts  upon  which 
you  relied  for  the  Government  to  obtain  a  recovery  ?  That  is  true,  is 
it  not,  as  a  general  proposition  ? 

Mr.  Eaele.  I  stated  some  facts,  but  stated  that  I  did  not  think  it 
was  proper,  in  effect,  for  a  private  individual  to  pass  on  facts  in  a 
governmental  matter  and  that  he  ought  to  look  at  them  himself. 

Mr.  Madison.  He  ought  to  look  at  the  evidence,  and  you  submitted 
to  him  what  you  said  you  could  prove  and  from  the  things  which  you 
said  you  could  prove  he  determined  that  as  a  matter  of  fact  it  would 
not  be  sufficient  upon  which  the  Government  could  recover?  That 
is  the  fact,  is  it  not? 

Mr.  Eaele.  I  have  stated  again  and  again  what  the  fact  was.  I 
stated  a  general  resume  of  the  case  and  asked  him  to  look  at  the  evi- 
dence, which  I  said  was  conclusive  and  which  I  felt  was  his  duty. 

Mr.  Madison.  Here  are  your  communications,  from  which  I  under- 
take to  say  any  man  who  will  read  them  will  come  at  once  to  the 
conclusion  that  you  set  out  the  facts  very  clearly  and  very  forcibly. 
Furthermore,  you  afterwards  set  out  those  facts  m  your  action  which 
you  brought  in  the  southern  district  of  New  York,  and  upon  a  de- 
murrer, which  of  course  in  legal  effect  admitted  the  facts,  the  lower 
court  held  the  same  way  the  Attorney  General  did. 

Mr.  Eaele.  No  ;  the  Attorney  General  never  said  that  the  Knight 
case  determined  that  they  had  shut  down  the  refinery,  and  that  it 
therefore  was  a  parallel  of  this. 

Mr.  Madison.  But  the  Attorney  General  did  say,  as  a  matter  of 
fact,  did  he  not,  that  the  Knight  case  ruled  this  case?  Is  not  that 
true? 

Mr.  Eaele.  No ;  I  do  not  think  he  did. 

Mr.  Madison.  All  right,  I  will  read  what  he  said. 

Mr.  Eaele.  Yes;  read  it.  That  will  be  best  as  to  all  this  corre- 
spondence. He  kept  putting  the  Knight  case  at  me,  but  he  never  quite 
committed  himself  on  it.    He  asked  how  I  could  distinguish  it. 

Mr.  Madison.  On  April  15,  1907,  he  wrote  you  as  follows: 

I  acknowledge  on  the  11th  instant  your  letter  of  the  8th  and  the  printed 
matter  which  accompanied  it.  I  have  considered  both  very  carefully,  as  I  said 
I  would  do. 

The  case  of  United  States  v.  B.  C.  Knight  Co.  (156  U.  S.,  1)  determined,  in 
substance,  that  the  acquisition  by  the  so-called  "  Sugar  Trust"  of  a  controlling 
interest  in  four  refineries  which  at  the  time  of  such  acquisition  constituted,  for 
practical  purposes,  its  only  competitors  in  the  United  States,  did  not  involve  a 
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Violation  of  the  Slierman  Act  whicli  would  justify  a  suit  in  equity  on  tlie  part 
of  the  Government  to  cancel  the  agreement  by  virtue  of  which  the  controlling 
interest  in  these  several  corporations  had  been  so  acquired  by  the  said  so-called 
"  trust." 

That  was  a  quotation  from  the  Supreme  Court  decision — ^no,  it 
was  not ;  I  am  mistaken.    I  want  to  be  perfectly  fair  with  you. 
The  letter  continues : 

The  Supreme  Court  held  thus,  although,  in  the  language  of  Judge  Butler  in 
the  circuit  court,  "  the  object  in  purchasing  the  Philadelphia  refineries  was  to 
obtain  a  greater  influence  or  more  perfect  control  over  the  business  of  refin- 
ing and  selling  sugar  in  this  country." 

You  have  brought  to  the  attention  of  the  Department  of  Justice  an  acquisi- 
tion by  the  so-called  "  Sugar  Trust "  of  a  controlling  interest  in  one  refinery, 
made,  so  far  as  I  can  judge,  with  the  same  object. 

That  is  the  statement  of  the  Attorney  General. 

The  method  by  which  a  controlling  interest  in  this  refinery  was  obtained 
was  different  from  that  pursued  as  to  refineries  whose  acquisition  by  the  trust 
gave  rise  to  the  Knight  case;  and  without  expressing  or  even  intimating  any 
opinion  as  to  the  legal  eflfect  of  the  rather  complicated  facts  recited  in  your 
previous  communication  to  the  Department  respecting  this  transaction,  I  can 
readily  understand  that  these  facts  may  be  supposed  by  counsel  to  give  a 
right  of  action  to  interests  affected  by  the  acquisition  altogether  independent 
of  the  Sherman  Act;  but  I  am  concerned  only  with  an  alleged  violation  of  the 
Federal  laws,  and  I  wish  to  be  shown  what  feature  of  this  transaction  is  held 
to  constitute  such  a  violation  beyond  those  facts  which  in  the  Knight  case 
were  decided  not  to  involve  violations  of  the  law. 

I  may  perhaps  make  my  meaning  a  little  clearer  if  I  say  that  I  understand 
the  Knight  case  to  have  decided,  first,  that  the  mere  acquisition  of  the  con- 
trolling interest  in  competing  refineries  did  not  violate  the  act;  second,  that 
such  acquisition,  plus  the  purpose  in  making  it  to  obtain  a  "  more  perfect  con- 
trol "  over  the  business  in  which  the  trust  is  engaged  throughout  the  entire 
country,  did  not  amount  to  a  breach  of  the  law.  This  is  my  view  of  the  de- 
cision in  the  Knight  case.  Is  there  any  feature  of  the  transaction  of  which 
you  complain  sufficient,  either  in  itself  or  considered  in  connection  with  the 
facts  so  adjudged  insufficient,  to  sustain  proceedings  against  the  trust  which 
gives  the  Government  a  right  of  action  in  your  controversy  which  it  did  not 
have  in  the  Knight  case?    If  so,  what  is  this  feature? 

As  clearly  as  a  man  can  say  anything,  he  does  say  that  up  to  that 
point,  and  after  he  had  read  everything,  he  was  still  unconvinced 
that  the  Knight  case  did  not  rule  the  case.    Is  not  that  true  ? 

Mr.  Eaele.  Now,  we  are  not  children.  The  answer  to  that  is  my 
answer.  If  you  want  me  to  read  this  whole  correspondence  into  this 
record,  you  can  have  it.  You  are  intelligent  gentlemen.  I  believe 
you  are  patriotic  gentlemen.  If  I  do  not  answer  everything  he  says 
and  show  that  his  assumption  of  facts  is  untrue,  and  ask  him  to 
look  at  the  record  and  see  that  he  did  his  duty — if  you  will  do  that, 
you  will  have  my  unqualified  approval.  If  I  do  show  that  every- 
thing that  he  put  up  was  not  a  parallel,  and  that  he  would  not  look 
at  evidence  when  it  was  his  duty  to  look  at  it,  then  deal  with  it  as 
you  think  your  duty.  I  will  read  these  all  over  again  if  you  want, 
but  you  have  got  them  there.    Of  course,  he  had  his  position 

Mr.  Maoison  (interrupting).  Here  is  the  difficulty,  Mr.  Earle,  and 
we  all  want  to  be  fair — you  with  us,  and  us  with  you. 

Mr.  Eaele.  Of  course,  you  do — and  I  with  the  Attorney  General. 
If  you  do  not  think  the  Attorney  General  should  refuse  to  look  at 
evidence  offered  from  an  officer  of  the  court,  but  enter  into  a  legal 
disquisition  when  it  was  his  duty  to  make  the  investigation,  and 
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under  that  evidence  to  find  whether  I  was  right  or  wrong,  and 
whether  there  was  a  case  even  if  I  did  not  think  there  was,  then  say 
he  was  right;  and,  of  course,  back  of  that  is  the  fact  that  a  very 
able  man  whom  Mr.  Roosevelt  did  promote  to  the  bench — and  he 
did  not  promote  Mr.  Bonaparte  to  the  bench — entirely  differed  with 
him,  and  another  important  fact,  that  the  Circuit  Court  of  Appeals 
of  the  United  States  entirely  differed  with  him.  and  another  very 
important  fact  that  the  Sugar  Trust  entirely  differed  with  him.  You 
will  never  liaA'e  an  administration  of  the  law  if  you  are  going  to  find 
excuses  for  men  who  shirk  their  duty  in  that  way. 

Mr.  Madison.  You  know  just  as  well  as  you  know  you  are  sitting 
there  that  I  am  not  attempting  to  excuse  Mr.  Bonaparte. 

Mr.  Eaele.  I  know  it  perfectly,  but  I  am  spealfing  of 

Mr.  Madison  (interrupting).  You  knoAv  that  to  be  true? 

Mr.  Eaele.  I 

Mr.  Madison  (interrupting).  Wait  a  minute;  wait  a  minute. 

Mr.  Eaele.  I  will  wait  as  long  as  you  want;  I  thought  you  were 
through. 

Mr.  Madison.  Just  wait  a  minute.  I  want  to  be  perfectly  courte- 
ous and  fair,  but  at  the  same  time  I  do  not  want  myself  nor  any 
of  the  members  of  the  committee  to  be  put  in  an  unfair  attitude  with 
regard  to  the  matter. 

Mr.  Eaele.  You  should  not  permit  it. 

Mr.  Madison.  This  is  the  point — that  the  President  of  the  United 
States  relied  upon  the  law  officer  of  the  Government  for  his  advice, 
whether  it  was  right  or  wrong.  There  is  no  evidence  now  here  before 
this  committee  and  there  ought  not  to  be  any  insinuations  or  infer- 
ences that  he  acted  from  any  improper  motives  because  of  the  fact 
that  he  followed  the  advice  of  his  law  officer,  and  the  only  reason 
that  I  read  this  was  not  to  convince  you  or  anybody  else  that  the 
decision  of  the  Attorney  General  was  right,  but  that  he  did  make 
that  decision,  and  that  it  must  have  been  his  conclusion  and  the  con- 
clusion that  he  gave  to  the  President  of  the  United  States,  who  acted 
upon  it,  leaning  upon  the  man  who  was  his  law  officer  and  the  man 
upon  whom  he  should  have  leaned.  That  is  the  only  reason  I  read 
that. 

I  want  to  say  this  further,  that  I  do  not  agree  with  that  opinion 
of  the  Attorney  General 

Mr.  Earle.  I  know  that. 

Mr.  Madison.  You  know  that? 

Mr.  Eaele.  Perfectly. 

Mr.  Madison.  I  think  his  conclusion  was  wrong 

Mr.  Malby  (interposing).  Legally  wrong? 

Mr.  Madison.  Yes ;  legally  wrong.  I  am  not  questioning  his  hon- 
esty or  his  legal  ability.  He  was  afterwards  sustained  in  his  opinion 
by  the  first  court  to  which  the  case  went.  Afterwards  it  was  ap- 
pealed and  the  court  of  review  held  the  other  way,  as  it  ought  to  have 
done,  in  the  interest  of  justice  and  right,  in  my  judgment.  But  the 
only  reason  why  I  ask  it  is — and  I  admit  I  belong  to  that  people 
from  Kansas  who  still  have  faith  in  the  honesty  and  integrity  of 
Theodore  Roosevelt,  and  the  people  of  Kansas  are  not  entirely  alone 
in  that— I  simply  want  to  bring  out  the  fact  that  the  President  of 
the  United  States  leaned  upon  the  law  offiicer  of  the  Government. 
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Mr.  Earle.  That  is  very  just  you  should  do  so,  and  it  is  fair  for  me 
to  bring  out  the  fact  that  the  gentleman — he  had  a  law  officer,  true. 
I  will  trust  the  judgment  of  the  people  of  Kansas  on  this  subject. 
Mr.  Roosevelt  will  not  trust  it.  I  will  tell  you  why.  I  oJfeied  to 
debate  this  thing  when  he  was  in  New  York,"  and  he'  did  not  accept 
the  challenge.  He  said  be  could  not  possibly  accept  any  challenge 
that  came  from  the  New  York  World.  Therefore  he  ]ieglected  his 
opportunity  of  fully  overwhelming  me  and  left  it  really  to  an  abler 
and,  I  think,  a  better  man. 

Mr.  Hinds.  You  say  he  had  a  law  officer.  You  refer  to  the  ad 
interim  officer  who  was  in  the  office  between  the  time  Mr.  Moody 
went  out  and  the  time  Mr.  Bonaparte  came  in? 

Mr.  Eaele.  Will  you  let  me  finish,  please,  and  I  will  be  perfectly 
delighted  to  answer  any  question  I  can? 

Mr.  Hinds.  Certainly. 

Mr.  Eaele.  If  Mr.  Roosevelt  did  his  entire  duty  in  this  matter, 
there  is  not  a  man  in  the  country  who  would  be  more  pleased  to 
think  so  than  myself.  If  I  do  not  think  so,  you  gentlemen  have, 
against  my  will,  caused  me  to  come  here  and  have  sworn  me  to  tell 
the  truth ;  and  I  may  be  mistaken,  but  you  will  get  what  I  think  as 
long  as  you  ask  me  questions. 

He  did  have  an  ad  interim  law  officer,  whom  he  thought  was  a  suf- 
ficiently good  lawyer  to  put  in  that  place.  He  did  have  an  ad  in- 
terim officer  who  thought  this  was  just  the  case  he  had  been  hunting 
for.  He  did  have  notice  at  that  time  that  there  was  very  valuable 
evidence — although  maybe  a  later  Attorney  General  wQuld  take  one 
view  or  another  of  it — that  there  was  danger  of  losing  it.  Do  you 
think  the  people  of  Kansas  would  say  it  was  not  his  duty  to  secure 
that  evidence  for  their  protection  and  to  take  ad  interim  steps,  even 
if  he  wanted  to  have  as  much  abler  man  as  Mr.  Bonaparte  was  than 
Mr.  Purdy  finally  pass  upon  the  question?  Do  you  think  that?  I 
know  you  do  not. 

Mr.  Madison.  I  will  answer  your  question.  I  have  not  one  scin- 
tilla of  evidence  that  Purdy  ever  had  one  minute's  conversation  with 
Mr.  Roosevelt  about  this  matter. 

Mr.  Eaele.  Who  was 

Mr.  Madison  (interposing) .  Wait  a  minute ;  wait  a  minute.  Fur- 
ther, even  if  he  had,  Mr.  Purdy  did  not  become  Attorney  General  of 
the  United  States.  Mr.  Roosevelt  appointed  Mr.  Bonaparte,  and 
whether  he  was  right  or  wrong  in  judging  his  ability,  he  evidently 
thought  it  superior  to  Mr.  Purdy's  or  he  would  have  made  jNIr.  Purdy 
Attorney  General  of  the  United  States,  probably.  He  named  Mr. 
Bonaparte,  and  Mr.  Bonaparte  investigated  the  matter  and  advised 
him  the  other  way. 

Mr.  Eaele.  What  did  he  do  in  the  interim?  Gentlemen  of  the 
committee,  how  are  you  going  to  punish  crime  if  you  have  one  law 
officer  after  another,  shifting  about,  and  nothing  being  done  in  the 
interim  and  nothing  being  done  about  a  decision?  You  can  not  pun- 
ish them  in  that  way. 

Mr.  Hinds.  As  an  administration  officer,  going  ahead  in  a  great 
case  that  might  become  one  of  the  historic  cases  of  the  age,  would  you 
want  to  start  in  under  an  ad  interim  officer,  whom  you  did  not  intend 
to  promote  permanently  to  the  position  of  Attorney  General  ? 


1268  AMERICAN   STJGAE  REPINING   CO. 

Mr.  Eaele.  I  have  not  said  a  word  about  starting  it.  Let  me  read 
what  I  said  to  Mr.  Roosevelt.  Don't  you  want  your  evidence  pre- 
served in  these  cases,  even  if  you  do  not  come  to  a  conclusion?  Let 
me  read  what  I  said  to  Mr.  Roosevelt,  and  his  acknowledgment 
here — and  the  letter  of  his  own  secretary  that  says  he  saw  this  letter. 
Let  us  not  be  bothered  about  Mr.  Purdy. 

Mr.  Rakee.  That  has  already  been  read  into  the  record. 

Mr.  Eaele.  Sure ;  don't  you  want  it  ? 

Mr.  Rakee.  Certainly  I  want  it  read ;  read  it  again. 

Mr.  Eaele.  May  I  hope  you  gentlemen  do  not  think  I  would  do  in- 
justice to  any  man  ? 

Mr.  Rakee.  Not  at  all. 

Mr.  Eaele.  I  am  glad  somebody  here  understands  it. 

On  October  1,  1906, 1  wrote  Mr.  Roosevelt  as  follows : 

Seriously,  I  mean  still  seriously,  the  matter  of  the  wrecking  of  the  Real  Estate 
Trust  Co.  by  the  Sugar  Trust,  if  justice  should  be  done,  needs  promptest  atten- 
tion from  the  Attorney  General. 

I  did  not  say  "  action  " ;  I  said  "  attention." 

I  liavo  seen  a  number  of  the  cniispiratois  who  wrecked  this  institution  for 
the  benefit  and  at  the  instigation  of  the  Sugar  Trust,  and  I  am,  in  myself, 
a  magazine  of  evidence  against  them;  but  while  we  have  been  waiting  and 
doing  nothing,  others  have  been  intensely  active,  and  these  very  persons  who 
were  hot  to  help  me  are  now  withholding  all  documents  and  evidence  at  their 
command.  If  we  could  have  .iointly  acted  a  little  e.irlier,  we  might  have  gotten 
some  original  papers  which  we  greatly  needed,  and  may  find  it  very  difficult 
to  do  so  now ;  but  I  have  copies,  and  can  prove  them. 

Do  I  understand  that  a  law  officer,  sworn  to  enforce  the  law, 
should  not  have  looked  a  little  into  these  matters?  If  I  am  wrong, 
I  want  to  apologize. 

Mr.  Rakee.  What  I  want  to  direct  your  attention  to  is,  irrespective 
of  whether  the  man  was  the  original  officer  or  whether  he  was  hold- 
ing a  temporary  position  or  whether  he  was  going  to  be  appointed 
or  not,  his  opinion  was  practical  on  the  law.  If  you  find  a  man  to 
try  evidence  or  getting  it  out  of  your  control,  is  not  the  first  thing 
to  do,  if  a  man  wants  to  do  his  duty,  to  get  that  evidence  where  you 
can  get  hold  of  it? 

Mr.  Eaele.  I  am  poor  fool  enough  to  think  so,  and  I  have  steadily 
criticized  Mr.  Roosevelt  ever  since,  and  I  will  not  apologize  until  I 
see  I  am  wrong. 

Mr.  Rakee.  Is  not  that  one  of  the  ingredients  in  the  prosecution 
of  a  case,  if  you  want  to  make  a  success  of  it  ? 

Mr.  Eaele.  All  I  can  say  is — and  I  speak  for  myself — if  I  have 
sworn  to  see  the  law  enforced,'  and  am  told  of  the  danger  of  a  loss 
of  evidence,  I  Avould  have  gone  hot  foot  after  it  and  would  not 
have  waited  for  another  Attorney  General. 

Mr.  Malby.  The  evidence  was  not  destroyed  ? 

Mr.  Eaele.  I  had  a  great  time  about  that  evidence — but  I  am  tak- 
ing up  too  much  of  your  time. 

Mr.  Malby.  Was  the  evidence  destroyed?     Was  any  evidence  lost? 

Mr.  Eaele.  It  turned  out  I  saved  it  in  a  very  peculiar  way. 

Mr.  Malby.  I  do  not  want  to  lead  you  into  an  argument. 

Mr.  Eaele.  I  know  you  gentlemen  all  agree  with  me,  but  I  under- 
stand the  exigencies  of  some  of  your  positions. 

The  Chaieman.  Mr.  Purdy  was  an  able  lawyer? 
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Mr.  Earhb.  Splendid.  He  was  afterwards  vindicated,  not  only  by 
what  the  higher  courts  did,  but  by  what  the  trusts  themselves  did. 
We  are  not  discussing  anything  that  is  open  to  any  debate. 

The  Chaikman.  Do  you  know  whether  Mr.  Purdy  ever  reported 
to  Mr.  Roosevelt  about  his  view  of  this  case  ? 

Mr.  Eaele.  I  know  I  reported  it,  so  he  knew.  He  knew  I  was 
delighted  with  what  Purdy  had  done. 

The  Chairman.  You  informed  him  you  had  submitted  this  thing 
to  Purdy.  and  Purdy  thought  the  Government  had  a  good  case  ? 

Mr.  Earuj.  Let  me  explain.  I  have  never  criticized  Mr.  Eoosevelt 
for  Mr.  Bonaparte's  ignorance,  although,  perhaps,  I  might.  He  ou^ht 
to  have  had  a  good  Attorney  General  when  he  was  so  hot  to  punish 
rich  malefactors.  Let  us  assume,  however,  he  was  a  great  lawyer 
and  that  he  ought  to  take  his  advice.  I  have  never  criticized  him  for 
that.  What  I  do  criticize  him  for  is  what  he  has  criticized  himself 
for — telling  the  Senate  of  the  United  States  that  he  was  sending  in 
all  the  documents,  and  keeping  out  these  two  letters  which  showed 
my  personal  appeal  to  him  to  save  the  evidence.  Why  did  he  not 
want  to  do  that?     I  will  not  answer  that. 

The  Chairman.  Gentlemen,  are  there  any  further  questions  to  ask 
the  witness? 

Mr.  Kakbr.  Mr.  Earle,  have  you  any  reason  to  suggest  why  he  did 
not  do  it? 

Mr.  Earle.  I  ought  not  to  go  into  that. 

Mr.  Kaker.  I  do  not  see  why  not. 

Mr.  Earle.  I  would  only  be  guessing. 

Mr.  Eaker.  All  right. 

Mr.  Malbt.  What  are  the  dates  of  those  letters? 

Mr.  Earle.  One  is  October  1  and  the  other  October  27. 

Mr.  Malbt.  What  year? 

Mr.  Earle.  Both  1906. 

Mr.  Raker.  Has  anything  developed  since  you  brought  your  case 
as  to  why  he  did  not  do  it  or  why  it  was  not  done  ? 

Mr.  Earle.  I  want  to  be  perfectly  just,  and  I  might  make  a  very 
bad  guess.  I  know  that  it  was  not  done,  but  I  know  that  it  was  his 
sworn  constitutional  duty  to  do  it. 

Mr.  Raker.  Have  you  any  reason  or  excuse  to  offer  why  he  did  not 
do  it,  or  is  there  anything  in  your  mind  why  he  did  not  proceed? 
You  know  there  is  always  some  motive.  The  position  a  man  occupies 
does  not  make  any  difference  to  me. 

Mr.  Malby.  If  the  witness  knows  his  motive? 

Mr.  Raker.  I  am  putting  it  to  the  witness  clearly.  You  have  been 
saying,  and  it  has  been  presented  clearly  that  this  was  not  done. 
That  does  not  mean  to  me  anything  unless  there  is  a  motive,  and 
there  is  some  reason  shown  why  it  was  not  done,  if  there  was  some- 
body behind  it.  Was  there  somebody  to  be  protected  that  it  was 
not  done? 

Mr.  Earle.  I  would  not  like  to  go  into  speculation  on  that. 

The  Chairman.  In  other  words,  your  position  is  the  motive  can 
only  be  shown  by  circumstances  ? 

Mr.  Earle.  I  know  exactly  what  he  did.  You  gentlemen  can 
ascertain  what  his  surroundings  were  and  who  his  friends  were  as 
well  as  I  can,  and  what  his  political  associations  were. 
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The  Chaiemajst.  Each  man  can  draw  his  own  conclusions  as  to 
motives  ? 

Mr.  Eaele.  Mr.  Roosevelt  may  have  had  one  motive  and  I  may- 
have  had  another. 

Mr.  Madison.  Will  you  indulge  me  just  a  moment?  You  criti- 
cize the  President  for  not  sending  in  your  letter  in  response  to  the 
resolution  of  the  Senate.  Your  letters  were  directed  to  him,  were 
they  not? 

Mr.  Earle.  That  is  the  way  the  whole  thing  was.  When  I  wrote 
to  others,  I  simply  wrote  his  alter  ego.  The  Constitution  put  the 
duty  on  him  and  not  on  the  Attorney  General,  and  I  went  to  the  man 
where  it  belonged. 

Mr.  Madison.  These  letters  that  you  have  brought  here,  which  you 
say  he  did  not  produce  for  the  Senate,  were  directed  to  him,  were 
they  not? 

Mr.  Earle.  My  stenographer  says  they  are  not  included.  I  do 
not  want  to  say  that.    I  think  you  will  find  them  not  included. 

Mr.  Madison.  I  say  these  letters  were  directed  to  Theodore  Roose- 
velt, at  the  White  House,  were  they  not  ? 

Mr.  Earle.  Yes.    They  are  here. 

Mr.  Madison.  I  will  ask  you  if  the  resolution  of  the  Senate  was 
not  to  this  eifect : 

Copies  of  all  correspondence  in  tlie  Department  of  Justice,  relating  to  an 
alleged  violation  of  the  act  of  July  second,  eighteen  hundred  and  ninety,  by 
the  American  Sugar  Refining  Company  in  connection  with  an  alleged  loan  by 
that  company  to  one  Segal. 

I  will  ask  if  you  have  any  evidence  at  all  that  any  single  scrap  of 
correspondence  in  the  Dejoartment  of  Justice  was  not  sent? 

Mr.  Earle.  I  have  this  evidence,  that  the  Senate  of  the  United 
States  asked  for  the  correspondence  relating  to  a  matter  which  had 
been  referred  to  the  Department  of  Justice.  Of  course,  anything  I 
had  ought  to  have  been  handed  to  the  Attorney  General. 

Mr._  Hinds.  May  I  see  that  letter  a  moment,  which  you  have  been 
exhibiting  to  us?  That  letter  that  was  not  sent  to  the  Senate  is  the 
one  I  mean. 

Mr.  Earle.  There  are  two  of  them. 

(Mr.  Earle  handed  the  letters  in  question  to  Mr.  Hinds.) 

Mr.  Earle.  You  must  remember  the  first  letter — I  think  Mr. 
Roosevelt  himself  sent  this  to  the  Department  of  Justice. 

Mr.  Hinds.  You  have  two  letters,  one  of  October  1,  1906,  and  one 
of  October  27,  1906.  The  one  of  October  1,  1906,  is  marked  "  Per- 
sonal." That  you  Avould  not  expect  to  be  sent  to  the  Senate,  would 
you? 

Mr.  Earle.  He  certainly  could  have  asked  my  permission  to  send 
it,  and  I  would  have  granted  it. 

Mr.  Hinds.  Possibly  some  clerk  made  up  these  letters  for  him? 

Mr.  Earle.  Oh,  of  course,  anything  is  possible. 

Mr.  Hinds.  Yes ;  but  is  it  not  a  fair  presumption  that  some  clerk 
did  it,  and  seeing  it  was  personal,  threw  that  letter  out? 

Mr.  Earle.  I  think  the  request  of  the  Senate  required  the  use  of 
discretion  by  the  President.  If  I  recollect,  he  was  asked  whether  it 
would  be  against  the  public  interest,  and  he  said  it  would  not  be. 
If  he  said  it  would  not  without  knowing  what  was  in  it,  he  was  not 
cautious. 
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Mr.  Eakee.  This  very  first  letter  was  not  sent  to  the  Department 
of  Justice? 

Mr.  Eakle.  No. 

Mr.  Eakee.  I  mean  the  letter  dated  September  21,  1906,  on  pages 
2,  3,  4,  and  5  of  this  Senate  document,  addressed  to  Theodore  Koose- 
velt,  President  of  the  United  States. 

The  Chairman.  Why  should  the  President,  Mr.  Eoosevelt,  have 
sent  to  the  Department  of  Justice  some  of  your  letters  about  this 
matter  and  not  sent  all  of  them  about  it? 

Mr.  Eaele.  You  know. 

The  Chairman.  I  might  guess. 

Mr.  Eaele.  Some  of  them  did  no  harm,  and  others  were  very  harm- 
ful, if  I  am  right. 

Mr.  Hinds.  As  I  have  glanced  through  these  letters  hastily,  I  find 
that  the  letter  in  which  you  insist  most  strongly  on  the  necessity  of 
getting  this  evidence  which  is  liable  to  be  destroyed  is  the  one  which 
IS  marked  "  personal." 

Mr.  Earle.  Mr.  Eoosevelt  sent  word  to  the  Senate  that  there  was 
no  objection  to  giving  that  correspondence.  He  then  gave  some- 
thing that  he  said  was  that  correspondence.  That  was  not  fair, 
according  to  my  ideas  of  fair  play,  if  there  was  more  that  he  did  not 
tell  of.  The  fair  thing  was  to  say,  "  I  have  sent  all  but  a  personal 
letter,"  and  then  the  Senate  could  have  got  full  information  by  ask- 
ing if  I  objected  to  its  being  produced. 

Mr.  Hinds.  If  you  will  excuse  me,  I  have  been  long  a  clerk  in  pub- 
lic service.  I  have  sometimes  had  charge  of  letters  and  documents — 
not  in  many  cases.  It  seems  to  me  if  I  had  been  directed  to  make  up 
a  file  of  official  papers  to  be  sent  from  the  White  House  to  the  United 
States  Senate  and  had  come  across  in  that  file,  working  very  hastily 
as  clerks  do,  I  am  sorry  to  say,  like  statesmen — and  had  seen  the 
word  "personal"  over  it,  and  then  had  read  the  first  paragraph,  as 
follows : 

I  was  pleased  to  receive  your  favor  of  the  28th  this  morning,  as  I  began  to 
labor  under  the  horrible  suspicion  that  this  might  prove  the  first  occasion  upon 
which  " — 79  "  asked  assistance  from  " — 80  "  and  did  not  get  it — 

I  am  inclined  to  think  that  I  should  have  put  that  letter  aside  as 
a  personal  letter  and  not  have  included  it.  Is  that  a  reasonable  sup- 
position, if  you  ever  did  clerical  work  ? 

Mr.  Earle.  I  would  hate  to  say  anything  you  would  be  inclined 
to  do  would  not  be  reasonable,  but  I  would  also  hate  to  say  that  if 
I  had  been  President  of  the  United  State  I  would  consider  it  reason- 
able, when.  I  had  been  making  myself  the  most  popular  man  in 
the  country  by  my  intense  activity  and  desire  to  punish  the  criminal 
rich,  that  when  I  was  offered  actual  evidence,  I  waited  to  get 
another  advisor  in  the  face  of  danger  that  it  was  being  lost. 

Mr.  Hinds.  Now,  on  that  point,  I  am  not  a  particular  champion 
of  Mr.  Eoosevelt,  but  I  have  been  around  some  men  who  have  been 
in  command  of  limited  operations  in  the  political  field.  I  know 
that  at  the  headquarters  of  such  a  political  chief  there  are  a  great 
many  things  to  be  done,  and  when  a  valiant  man  comes  up  from 
one  corner  of  the  field  and  says,  "There  is  a  chance  for  a  gallant 
charge,"  the  man  at  headquarters  is  not  always  able  to  make  the 
necessary  disposition  for  that  particular  place.     Do  you  have  any 
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doubt  that  Mr.  Eoosevelt,  on  the  whole,  was  sincerely  and  earnestly 
an  opponent  of  the  immoral  practices  of  great  aggregations  of 
capital  ? 

Mr.  Eaele.  I  would  a  great  deal  rather  not  answer  that  question. 

Mr.  Hinds.  I  see;  very  well. 

Mr.  Eaele.  I  would  have  to  go  into  so  many  matters  to  justify 
my  opinion  that  you  would  not  like,  that  I  would  rather  not  do  it. 

Mr.  Hinds.    I  think  that  is  all  the  questions  I  have,  Mr.  Chairman. 

The  Chairman.  Has  any  other  gentleman  of  the  committee  any 
questions  to  ask?  If  not,  we  will  excuse  the  witness.  You  are 
excused,  Mr.  Earle,  with  the  thanks  of  the  committee  for  your  at- 
tendance and  your  testimony. 

Mr.  Eaele.  I  want  to  thank  the  committee  for  the  courtesies  ex- 
tended to  me. 

(Witness  excused.) 

The  Chairman.  Next  we  will  call  Mr.  Adolph  Segal. 

TESTIMONY  OF  MR.  ADOLPH  SEGAL. 

(The  witness  was  duly  sworn  by  the  chairman.) 

Mr.  Chaeles  H.  Edmunds.  Will  the  committee  permit  me  to  state 
at  this  time  that  Mr.  Segal,  had  he  conferred  with  his  physicians,  and 
with  all  due  respect  to  the  committee,  would  perhaps  not  have  been 
here  to-day.  As  Mr.  Earle  suggested  during  his  testimony,  some 
three  or  four  months  ago  Mr.  Segal  was  suddenly  stricken  upon  the 
streets  of  New  York,  and  during  the  intervening  period  he  has 
labored  under  a  very  serious  physical  and  somewhat  mental  embar- 
rassment. Mr.  Segal  wishes  no  apologies  to  be  made,  so  far  as  his 
appearance  is  concerned,  but  I  hope  the  committee  will  take  that 
matter  into  consideration  in  their  conduct  of  his  examination. 

The  Chairman.  I  will  ask  the  members  of  the  committee  to  bear 
the  suggestion  in  mind,  and  I  know  all  the  members  will  be  glad  to 
do  so. 

Mr.  Garrett  will  conduct  the  opening  examination  of  this  witness. 

Mr.  Gaeeett.  Will  you  please  give  your  name? 

Mr.  Segal.  Adolph  Segal. 

Mr.  Gaeeett.  And  your  place  of  residence? 

Mr.  Segal.  Philadelphia. 

Mr.  Gaeeett.  How  long  have  you  lived  in  Philadelphia  ? 

Mr.  Segal.  Twenty-seven  years — 26  years. 

Mr.  Gaeeett.  You  have  been  actively  engaged  in  various  business 
enterprises? 

Mr.  Segal.  Yes,  sir. 

Mr.  Gaeeett.  To  make  your  examination  as  brief  as  possible,  I 
will  ask  you  if  in  1895  you  were  instrumental  in  securing  the  incorpo- 
ration of  the  United  States  Sugar  Refining  Co.  ? 

Mr.  Segal.  Yes. 

Mr.  Gaeeett.  What  was  the  authorized  capital  stock  of  that  com- 
pany, par  value? 

Mr.  Segal.  I  think  $1,000,000. 

Mr.  Gaeeett.  Are  you  sure  of  that?    Was  it  not  $2,000,000? 

Mr.  Segal.  Oh,  yes;  the  stock  was  $2,000,000. 

Mr.  Gaeeett.  The  authorized  capital  stock? 

Mr.  Segal.  Yes ;  it  was  $2,000,000. 
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Mr.  Garrett.  Par  value  at  $2,000,000  ? 

Mr.  Segal.  Yes. 

Mr.  Garrett.  One-half  preferred  and  one-half  common,  or  was  it 
all  the  same? 

Mr.  Segal.  No  ;  I  think  it  was  all  the  same  stock. 

Mr.  Garrett.  What  did  that  corporation  do,  Mr.  Segal? 

Mr.  Segal.  Just  as  it  was  finished  it  was  sold. 

Mr.  Garrett.  Did  you  construct  a  refinery? 

Mr.  Segal.  Yes. 

Mr.  Garrett.  And  just  as  it  was  finished  it  was  sold? 

Mr.  Segal.  Yes. 

Mr.  Garrett.  Tell,  in  your  own  way,  the  circumstances  of  that  sale. 

Mr.  Segal.  That  refinery  was  built  for  the  purpose  of  running  it, 
but  I  think  the  panic  came  on,  and  a  certain  party  from  New  York 
came  unexpectedly,  and  he  made  a  proposition 

Mr.  Garrett  (interrupting).  Who  was  that  party,  please? 

Mr.  Segal.  Mr.  Dos  Passos. 

Mr.  Garrett.  What  proposition  did  he  make? 

Mr.  Segal.  He  made  a  proposition  to  buy  the  refinery. 

Mr.  Garrett.  Whom  was  he  representing? 

Mr.  Segal.  Some  private  parties. 

Mr.  Garrett.  Did  he  state  who  it  was? 

Mr.  Segal.  No. 

Mr.  Garrett.  He  did  not  state  who  it  was  ? 

Mr.  Segal.  No. 

Mr.  Garrett.  He  simply  said  he  was  representing  certain  parties, 
and  made  a  proposition  to  buy  the  refinery  ? 

Mr.  Segal.  Yes. 

Mr.  Garrett.  What  proposition  did  he  make  ? 

Mr.  Segal.  He  agreed  to  pay  me  $1,400,000  for  that  refinery. 

Mr.  Garrett.  In  cash? 

Mr.  Segal.  In  cash. 

Mr.  Garrett.  Did  you  consummate  the  trade  on  those  terms? 

Mr.  Segal.  I  accepted  it,  and  I  told  him  there  was  a  party  in 
Philadelphia  who  was  ready  to  supply  the  money  to  start  that  plant; 
but  if  this  was  a  sale  I  would  let  the  other  party  go,  but  that  the 
other  party  was  ready  to  leave  for  Europe,  and  I  let  the  man  go  who 
was  ready  to  furnish  the  money;  and  then  I  was  waiting  for  Mr.  Dos 
Passos,  and  instead  of  sending  over  a  deposit,  as  he  agreed,  I  waited 
and  waited,  and  the  panic  came  on  at  that  time  and  I  was  in  a  bad 
condition  financially.  At  last  I  had  to  make  the  sale,  but  for  half 
the  money— for  $700,000. 

Mr.  Garrett.  What  did  that  refinery  cost  ? 

Mr.  Segal.  I  do  not  remember. 

Mr.  Garrett'.  Can  you  give  us  approximately  what  it  cost  you  to 

construct?  T,r    ^,    • 

Mr.  Edmunds.  With  all  deference  to  the  committee,  Mr.  Chairman, 
is  not  that  rather  a  private  matter  that  relates  to  the  private  affairs 
of  the  witness?  This  gentleman  was  a  builder  and  contractor,  and 
none  of  us  cares  to  advise  the  public  just  what  expenses  we  may  be 
subject  to  in  the  conduct  of  private  interests. 

Mr  Garrett.  Permit  me  to  suggest,  this  is  quite  an  old  transaction, 
and  I  can  not  see  where  it  could  possibly  prejudice  Mr.  Segal,  and  it 
is  important  in  this  respect.     I  would  suggest,  Mr.  Edmunds,  that 
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if  it  be  traced  to  the  American  Sugar  Eefining  Co.  it  would  indicate 
■what  they  were  willing  to  pay. 

Mr.  Edmunds.  Perhaps  Mr.  Segal  may  have  no  objection  to 
answering  the  question.     If  so,  I  have  spoken  out  of  turn. 

Mr.  Gareett.  Have  you  any  objection  to  telling  the  committee 
approximately  what  it  cost,  Mr.  Segal  ? 

Mr.  Segal.  I  am  a  contractor  by  trade.  I  have  built  nearly  70 
factories  in  this  country.  This  is  a  question  of  private  matters.  To 
tell  the  cost  of  refineries  would 

Mr.  Garrett  (interposing).  Were  you  not  also  the  principal  owner 
of  this  refinery  ? 

Mr.  Segal.  Yes ;  of  that  one  I  was. 

Mr.  Garrett.  How  many  were  associated  with  you  in  the  construc- 
tion of  it  ? 

Mr.  Segal.  I  do  not  remember.  There  were  people  who  furnished 
money. 

Mr.  Garrett.  Was  it  a  close  corporation  ? 

Mr.  Segal.  Yes. 

Mr.  Garrett.  Just  a  few  persons  in  it? 

Mr.  Segal.  Yes. 

Mr.  Garrett.  Was  the  money  borrowed  with  which  you  con- 
structed it? 

Mr.  Segal.  Some  of  it;  yes. 

Mr.  Garrett.  Would  you  object  to  stating  whether  the  amount 
which  you  received  for  it  covered  the  cost  of  it? 

Mr.  Segal.  No  ;  it  cost  me  more. 

Mr.  Garrett.  It  cost  you  more  than  that  ? 

Mr.  Segal.  Yes. 

Mr.  Garrett.  The  amount  first  offered  would  have  made  you 
money  ? 

Mr.  Segal.  I  could  have  made  money. 

Mr.  Garrett.  I  will  waive  the  question  of  the  exact  amount. 

Mr.  Segal.  Thank  you. 

Mr.  Garrett.  Did  you  subsequently  learn  who  this  gentleman  was 
representing  when  he  made  this  purchase? 

Mr.  Segal.  It  was  a  gentleman  from  New  Orleans  who  bought 
that  refinery,  but  I  do  not  remember  the  name. 

Mr.  Edmunds.  Do  you  refer  to  the 

Mr.  G.vreett  (interposing).  Pardon  me. 

Did  it  finally  get  into  the  hands  of  the  American  Sugar  Eefining 
Co.? 

Mr.  Segal.  Yes. 

Mr.  Garrett.  How  long  after  the  sale  before  it  did  so. 

Mr.  Segal.  It  went  right  to  the  American  Sugar  Refining  Co. 

Mr.  Garrett.  You  mean  the  first  trade? 

Mr.  Segal.  Yes. 

Mr.  Garrett.  The  first  trade  was  with  the  gentleman  from  New 
Orleans? 

Mr.  Segal.  Yes. 

!Mr.  Garrett.  But  in  the  second  trade  you  sold  direct  to  the 
American  Sugar  Refining  Co.? 

Mr.  Srgal.  I  did  not  sell  any  refinery  to  the  American  Sugar  Re- 
fining Co. 

Mr.  Garrett.  To  whom  did  you  sell  ? 
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Mr.  Segal.  I  did  not  sell  it  at  all.  I  simply  made  a  loan  from  Mr. 
Kissel. 

Mr.  Edmunds.  No;  you  misunderstand  the  gentleman,  Mr.  Segal. 

Mr.  Gaeeett.  I  am  talking  of  the  Camden  plant. 

Mr.  Segal.  I  sold  it  to  a  party  from  New  Orleans  whom  I  had 
never  seen.  The  transaction  was  finished  through  Mr.  John  G. 
Johnson. 

Mr.  Gaeeett.  The  attorney  at  Philadelphia  ? 

Mr.  Segal.  The  attorney  at  Philadelphia. 

Mr.  Gaeeett.  He  was  at  that  time  the  representative  of  the  Ameri- 
can Sugar  Refining  Co.  ? 

Mr.  Segal.  Yes. 

Mr.  Gaeeett.  You  understood  it  was  going  to  the  American  Sugar 
Refining  Co.  ? 

Mr.  Segal.  After  the  sale;  yes. 

Mr.  Gaeeett.  That  refinery  has  never  run  since,  has  it? 

Mr.  Segal.  No. 

Mr.  Gaeeett.  It  was  never  operated? 

Mr.  Segal.  No. 

Mr.  Gaeeett.  It  was  never  put  in  operation  ? 

Mr.  Segal.  It  was  dismantled. 

Mr.  Gaeeett.  And  the  machinery  carried  to  some  other  point  ? 

Mr.  Segal.  Yes. 

Mr.  Gaeeett.  Can  you  give  us  a  connected  story  of  the  Pennsyl- 
vania Sugar  Refining  Co.  transaction?  But,  first,  one  of  my  col- 
league suggests  to  inquire,  where  did  that  machinery  go  out  of  the 
Camden  plant? 

Mr.  .Segal.  I  understand  some  went  to  New  Orleans  and  some  to 
some  other  place. 

Mr.  Gaeeett.  Did  it  go  into  plants  of  the  American  Sugar  Re- 
fining Co.  that  were  already  established  I 

Mr.  Segal.  That  is  what  I  heard. 

Mr.  Edmunds.  And  running  ? 

Mr.  Segal.  That  I  do  not  know. 

Mr.  Gaeeett.  Do  you  know  who  really  furnished  the  $700,000 
with  which  this  Camden  plant  was  purchased  ? 

Mr.  Segal.  I  heard  afterwards  that  it  came  from  New  York. 

Mr.  Gaeeett.  From  whom  in  New  York  ? 

Mr.  Segal.  From  the  American  Sugar  Refining  Co. 

Mr.  Gaeeett.  From  the  American  Sugar  Refining  Co.  ? 

Mr.  Segal.  Yes. 

Mr.  Gaeeett.  Going  forward,  now,  to  the  Pennsylvania  Sugar 
Refining  Co.,  did  you  procure  the  organization  of  that  corporation? 

Mr.  Segal.  Yes,  sir. 

Mr.  Gaeeett.  For  what  purpose  ? 

Mr.  Segal.  To  run  it. 

Mr.  Gaeeett.  For  the  purpose  of  constructing  a  refinery  or  re- 
fineries? 

Mr.  Segal.  There  were  a  few  parties  who  were  willing  to  join  and 
to  run  that  refinery. 

Mr.  Gaeeett.  How  many  refineries  did  you  construct,  or  did  that 
company  construct— the  Pennsylvania  Sugar  Refining  Co.?  How 
many  refineries  did  that  company  construct  ? 

Mr.  Segal.  You  mean  my  company  ? 
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Mr.  Gaeeett.  I  mean  the  Pennsylvania  Refining  Co. 

Mr.  Segal.  It  only  constructed  one. 

Mr.  Gaeeett.  Did  you,  independent  of  the  Pennsylvania  Co.,  con- 
struct others  besides  this  Camden  plant? 

Mr.  Segal.  I  assisted  in  finishing  the  refinery  in  New  York. 

Mr.  Gaeeett.  A¥hich  one  was  that  ? 

Mr.  Segal.  C.  W.  Warner's  plant. 

Mr.  Gaeeett.  For  whom  was  that  constructed  ? 

Mr.  Segal.  Mr.  Warner  got  that  refinery. 

Mr.  Gaeeett.  Is  that  now  a  part  of  the  American  Sugar  Eefining 
Go's,  property? 

Mr.  Segal.  No.     That  is  running  independent. 

Mr.  Gaeeett.  Running  independently  ? 

Mr. -Segal.  Yes. 

Mr.  Gaeeett.  What  size  was  that,  Mr.  Segal  ? 

Mr.  Segal.  We  started  that  at  about  600  or  700  barrels.  Now 
they  have  increased  it,  I  understand,  to  4,000  barrels. 

Mr.  Gaeeett.  Did  you  build  any  other  ? 

Mr.  Segal.  No. 

Mr.  Gaeeett.  The  Pennsylvania  Eefining  Co.  constructed  one? 

Mr.  Segal.  No.     I  constructed  the  Pennsylvania  Refinery. 

Mr.  Gaeeett.  The  Pennsylvania  Sugar  Refining  Co.  was  a  corpo- 
ration, was  it  not  ? 

Mr.  Segal.  Yes. 

Mr.  Gaeeett.  Organized  by  yourself? 

Mr.  Segal.  Yes. 

Mr.  Gaeeett.  You  were  the  leading  spirit  in  its  organization  ? 

Mr.  Segal.  Yes. 

Mr.  Gaeeett.  You  owned  the  majority  of  its  stock? 

Mr.  Segal.  Yes. 

Mr.  Gaeeett.  Was  that  a  close  corporation? 

Mr.  Segal.  Yes. 

Mr.  Gaeeett.  About  how  many  ? 

Mr.  Segal.  About  five  or  six. 

Mr.  Gaeeett.  That  corporation  constructed  a  refinery? 

Mr.  Segal.  Yes. 

Mr.  Gaeeett.  Will  you  give  us  the  story  of  that  in  your  own  way — 
the  transaction  through  Mr.  Kissel  in  regard  thereto  and  the  entire 
story. 

Mr.  Segal.  The  Pennsylvania  Sugar  Refinery  consisted  of  $3,- 
000,000  of  bonds  and  $5,000,000  of  stock.  Five  hundred  thousand  dol- 
lars of  those  bonds  should  remain  in  the  treasury,  $2,500,000  of  the 
bonds  should  be  sold.  But  those  bonds  were  not  expected  to  sell  at 
par,  and  those  bonds  had  been  sold  at  a  figure  and  the  stock  as  a 
bonus. 

Mr.  Segal.  No;  as  a  bonus  with  the  bonds.  None  of  the  stock 
has  been  sold.  We  started  to  build  that  refinery,  and  I  had  a  hard 
time  to  sell  the  bonds,  because  whenever  I  went  or  my  people  went  to 
seir  some  of  the  bonds  something  happened  that  we  were  stopped. 

Mr.  Gaeeett.  What  avouM  happen? 

Mr.  Segal.  Everything  was  satisfactory,  and  within  the  next  24 
hours  they  did  not  want  them. 

Mr.  Gaeeett.  What  I'easons  did  they  give?  Were  any  reasons 
given  to  you  at  any  time? 


AMEBICAN   SUGAE   REPINING   CO.  1277 

Mr.  Segal.  No. 

Mr.  Gaeeett.  How  many  attempts  did  you  make  to  negotiate  these 
bonds  when  you  were  checjc ed  in  that  way  ? 

Mr.  Segal.  Oh,  many  times,  many  times. 

Mr.  Gaeeett.  Have  you  any  opinion  or  information  as  to  why 
everything  would  be  all  right  now  and  in  24  hours  they  would  say 
they  did  not  want  the  bonds  ? 

Mr.  Segal.  Naturally  I  thought  somebody  did  it. 

Mr.  Gaeeett.  Did  you  have  any  opinion?  Give  us  your  opinion 
as  to  who  you  thought  it  was  and  as  to  why  you  so  thought. 

Mr.  Segal.  I  thought  it  came  from  Mr.  Havemeyer. 

Mr.  Gaeeett.  And  because  you  thought  he  wanted  to  check  that 
competition  ? 

Mr.  Segal.  Oh,  naturally. 

Mr.  Gaeeett.  Did  you  have  any  other  reason  than  a  mere  surmise  ? 
Did  you  see  any  evidence  of  his  handiwork  or  the  handiwork  of  his 
agents  anywhere  in  blocking  your  sales  of  these  bonds  that  you  can 
now  recall? 

Mr.  Segal.  I  thought  so. 

Mr.  Gaeeett.  Could  you  give  the  committee  any  incident  that 
occurred  ? 

Mr.  Segal.  No  ;  I  could  not. 

Mr.  Gaeeett.  Where  did  you  endeavor  to  market  these  bonds? 

Mr.  Segal.  Oh,  in  different  places. 

Mr.  Gaeeett.  In  New  York? 

Mr.  Segal.  I  had  people  who  did  the  banking  business  for  me  in 
different  places. 

Mr.  Gaeeett.  New  York,  I  presume? 

Mr.  Segal.  Yes. 

Mr.  Gaeeett.  And  Philadelphia? 

Mr.  Segal.  Yes. 

Mr.  Gaeeett.  Boston? 

Mr.  Segal.  I  do  not  remember. 

Mr.  Gaeeett.  Do  you  know  whether  any  offer  was  made  at  Boston  ? 

Mr.  Segal.  I  do  not  think  so. 

Mr.  Gaeeett.  Now,  go  ahead ;  you  had  reached  the  point  where  you 
said  you  were  blocked  in  the  selling  of  bonds. 

Mr.  Segal.  In  the  meantime,  I  went  on  with  my  work,  and  I  nearly 
finished  that  refinery ;  but  I  needed  money,  and  I  had  a  transaction 
with  a  Mr.  Kissel,  in  New  York,  that  had  nothing  to  do  with  the 
sugar  business. 

Mr.  Gaeeett.  What  character  of  transaction  was  that? 

Mr.  Segal.  He  loaned  me  $250,000  for  60  days.  That  had  nothing 
to  do  with  the  sugar  business. 

Mr.  Gaeeett.  When  was  that  transaction  with  Mr.  Kissel,  if  you 
please,  Mr.  Segal? 

Mr.  Edmunds.  I  suppose  you  want  to  know  with  reference  to  the 
Pennsylvania  Sugar  Eefining  Co.  ? 

Mr.  Gaeeett.  No ;  I  want  to  know  with  reference  to  this  §250,000 
transaction. 

About  Avhen  was  that,  Mr.  Segal? 

Mr.  Edmunds.  I  think,  if  you  will  pardon  a  suggestion,  if  you  will 
as!c  Mr.  Segal  how  long  before  the  $250,000  transaction  occurred 
he  v,-ent  into  the  sugar  refining  company,  he  may  ha  able  to  answer 
yo\ir  question. 
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Ml'.  Garrett.  Can  you  tell  me  how  long  before  the  Fennsj'lvania 
Sugar  defining  Co.  deal  it  was  that  this  $250,000  loan  was  made  to 
you  by  Mr.  Kissel? 

Ml'.  Segal.  Sixty  days. 

Mr.  Ctaerett.  Sixty  days  before? 

Mr.  Segal.  Sixty  days  before.  I  borrowed  that  $250,000  for  GO 
d!iy«.  In  the  meantime,  I  went  over  to  New  York  and  sjooke  to  Mr. 
Kisse]  about  buying  some  of  these  sugar  bonds,  and  he  said  he  was 
not  interested.  But  five  or  six  days  before  the  $250,000  was  due,  his 
private  secretary  called  me  on  the  phone  and  he  said,  ''  Mr.  Segal, 
Uiere  is  $250,000  of  yours  due  in  a  few  days."  I  said,  "  I  know  it; 
I  will  pay  it."  He  said,  "  When  will  you  be  coming  over  to  Sew 
York?"  I  said,  "I  have  nothing  to  do  at  present  in  New  York." 
He  said,  "You  come  over;  Mr.  Kissel  wants  to  see  you."  I  came 
ovei'  there  in  a  few  days,  and  went  over  to  his  house,  and  he  told  me, 
"  That  $250,000  is  due."  I  said.  "  I  know  it."  I  said,  "  Your  secre- 
tary spoke  to  me  about  it,  and  I  will  pay  it."  He  said,  "  What  are 
you  doing  now  ?  "  I  said,  "  I  am  busy.  He  wanted  to  know  how 
much  work  I  had  at  that  time,  and  I  told  him  I  had  $6,000,000  or 
$7,000,000.  He  wanted  to  know  how  many  men  I  employed,  and  I 
Baid,  "  I  don't  know ;  probably  2,000."  That  is  not  all  sugar  busi- 
ness, you  understand.  He  said,  "  How  much  money  do  you  need?  " 
1  said,  "  I  could  use  $500,000  or  $600,000."  He  said,  "  Couldn't  yoii 
use  more?  "  I  said,  "  Probably  $750,000."  "  No,"  he  said,  "  for  the 
whole  work  you  are  doing,  you  need  more  money;  $750,000  is  not 
enough."  I  said,  "  I  probably  could  use  $1,000,000."  He  said,  "  I 
"  I  don't  see  how  you  can  get  on  with  your  work  with  $1,000,000." 
I  said — well,  anyhow,  we  J3ut  it  down  at  $1,250,000.  He  said,  "  What 
have  you  got  to  put  up  ?  "  He  said,  "  Who  has  got  the  control  ?  " 
I  says,  "  Right  here."     Strange,  I  just  had  the  control  in  my  pocket. 

Mr.  Garrett.  The  control  of  what  ? 

Mr.  Segal.  Of  the  sugar  refinery.     I  had  it  in  an  envelope. 

Mr.  Garrett.  You  had  the  bonds  ? 

Mr.  Segal.  No;  I  had  the  stock.     The  stock  belonged  to  me. 

Mr.  Garrett.  The  entire  stock? 

Mr.  Segal.  The  control.  He  said,  "Who  has  got  control  in  that 
refinery?  "  I  says,  "  I  have."  He  said,  "  Will  you  be  willing  to  put 
up  the  control?  "  I  said,  "  Yes."  He  said,  "  What  else  have  you  got? 
Plave  you  got  some  of  the  bonds?  "  I  said,  "  I  have  got  $500,000  of 
the  bonds."  He  says,  "  What  have  you  got  in  the  line  of  the  hotel?  " 
I  was  building  a  big  hotel  then.  I  said,  "  I  have  got  the  bonds." 
He  said,  "Will  you  be  willing  to  put  up  those?"  I  said,  "Yes." 
He  says,  "  For  how  long  do  you  want  that  loan  ?  "  I  said,  "About  six 
months."  He  says,  "  Oh,  I  wouldn't  loan  it  to  you  for  six  months. 
I  would  loan  it  to  you  for  two  years."  He  said,  "  I  am  going  away 
to  Europe,  and  you  will  be  ready  to  pay  it  and  there  will  be  nobody 
to  receive  it,  and  I  want  to  reinvest  that  money.  I  want  to  make  it 
for  two  years."  I  said  I  would  not  take  it.  He  said,  "  Let  us  make  it 
for  one  year."  I  said,  "We  will  agree  for  one  year."  He  said, 
"  Send  for  your  lawyer."  I  said,  "  I  don't  want  to  send  for  my  law- 
yer."  I  said,  "I  can  fix  that  thing  myself."  He  said,  "I  would 
not  do  it."  So  I  telegraphed  for  my  attorney,  and  he  came  over 
the  following  day  to  New  York,  and  I  told  Mr.  Kissel  I  would  stay 
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over  the  night  in  New  York.  The  following  morning  Mr.  Kissel 
came  over,  and  he  said,  "  I  thought  of  one  thing  here.  That  refinery 
]s  a  new  refinery.  It  is  in  excellent  condition.  As  long  as  that 
refinery  stands  in  that  condition  the  security  is  good,  but  if  you 
should  start  that  refinery  and  run  it,  and  the  Sugar  Trust  should 
fight  you,  you  will  lose  money  on  those  bonds  and  the  stock  will  not 
be  the  same  value  as  it  is  to-day.  I  Avant  you  to  sign  that  during 
the  period  of  that  loan  you  should  not  run  that  refinerv.''  I  said, 
"  I  will  do  it."  Mr.  Kissel  had  his  office  in  the  Mutual  Life  Build- 
ing in  New  York,  and  he  had  his  safe  down  there.  He  said  to  my 
lawyer,  "  No ;  let  us  go  over  to  my  laAvyer  " — to  Mr.  Kissel's  lawyer — 
and  thej'  will  fix  it  up. 

Mr.  Gaeeett.  Who  was  your  lawyer? 

Mr.  Segal.  I  want  to  say  to  you  I  will  be  very  glad  to  give  the 
name,  but  please  do  not  send  for  the  man.    The  man  is  dying  now. 

Mr.  Gaeeett.  Who  was  Mr.  Kissel's  lawyer? 

Mr.  Segal.  My  lawyer  was  Mr.  Thomas  B.  Harned. 

Mr.  Gaeeett.  He  was  your  lawyer? 

Mr.  Segal.  Yes. 

Mr.  Gaeeett.  Who  was  Mr.  Kissel's  lawyer? 

Mr.  Segal.  Kissell's  lawyer?  Mr.  Kissel  had  no  lawyer.  He 
went  to 

Mr.  Gaeeett  (interposing).  Was  it  Mr.  John  E.  Parsons? 

Mr.  Segal.  That  is  the  gentleman  he  went  to.  Mr.  Kissel  says, 
"  No ;  let  us  go  to  my  lawyer,"  and  I  took  my  coat  and  started  to  go 
with  him,  and  Mr.  Kissel  said  to  me,  "  You  stay  right  here  and  we 
will  go  over."  They  went  away  and  they  came  back  in  about  15 
minutes,  and  Mr.  Harned  said,  "  Mr.  Segal,  Mr.  Kissel  took  me  to  Mr. 
Parsons,  and  Mr.  Parsons  is  doing  a  great  deal  of  woit  for  the  Sugar 
Trust,  and  I  want  you  to  know  it."  I  said,  "  What  does  that  mean?  " 
He  says,  "  Mr.  Parsons  represents  dozens  of  corporations.  I  want  to 
say  to  you  the  securities  I  will  get  from  you  will  be  in  my  safe  and 
in  my  building  until  you  take  them  out."    I  said,  "All  right." 

Mr.  Gaeeett.  That  was  Kissel  talking  ? 

Mr.  Segal.  That  was  Mr.  Kissel.     We  made  a  contract. 

Mr.  Gaeeett.  Will  you  state  what  that  contract  was  ? 

Mr.  Edmunds.  Have  you  the  contract,  Mr.  Garrett.  You  might 
submit  that  to  him  and  ask  whether  or  not  that  is  the  contract. 

Mr.  Gaeeett.  Will  you  examine  this  contract,  Mr.  Segal,  Exhibit 
L  to  the  bill  filed  by  the  Government  in  the  southern  district  of  New 
York  against  the  American  Sugar  Eefining  Co.  and  others,  and  state 
whether  that  is  the  contract  which  you  entered  into  with  Mr. 
Kissel? 

Mr.  Segal  (after  examining  the  document).  That  is  the  contract. 

Mr.  Gaeeett.  Mr.  Chairman,  I  wish  to  have  the  stenographer  in- 
corporate this  contract,  Exhibit  L,  in  the  record  at  this  point. 

The  Chaieman.  Mr.  Stenographer,  you  will  copy  that  contract  in 
the  record  at  this  point. 

The  committee  will  take  a  recess  at  this  time  until  half  past  2 
o'clock  this  afternoon,  at  which  time,  Mr.  Segal,  we  will  resume  your 
examination. 

(Thereupon,  at  1  o'clock  p.  m.,  the  committee  took  a  recess  until 
2.30  o'clock  p.  m.) 
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The  contract  above  referred  to,  Exhibit  L  to  the  bill  filed  by  the 
Government  in  the  southern  district  of  New  York  against  the  Ameri- 
can Sugar  Refining  Co.  and  others,  is  in  the  words  and  figures  fol- 
lowing, to  wit: 

Agreement  made  December  thirtletti,  nineteen  liundrecl  and  three  (1903),  by 
and  between  Adolpli  Segal,  herein  called  the  borrower,  and  Gustav  E.  Kissel,  as 
agent,  his  principals  and  their  assigns,  being  herein  called  the  lenders,  wit- 
nesseth : 

Whereas  the  borrower  desires  to  borrow  one  million  two  hundred  and  fifty 
thousand  dollars  ($1,250,000)  from  the  lenders  upon  the  terms  and  conditions 
hereof  and  of  a  stock  note  to  be  given  therefor,  of  which  the  following  is  a 
copy: 
"$1,250,000.  ".\ew  Xork. 

"  Twelve  months  after  date,  for  value  received,  I  promise  to  pay  to  Gustav 
E.  Kissel,  agent,  or  his  assigns,  one  million  two  hundred  and  fifty  thousand 
dollars  ($1,2.50,000),  with  interest  at  six  per  cent  per  annum,  payable  quarterly 
on  April  2d,  July  2d,  October  2d,  and  January  2d,  having  deposited  with  him 
as  collateral  security  for  payment  of  this  or  any  other  liability  or  liabilities  to 
his  principals  or  their  assigns,  due  or  to  become  due,  or  that  may  be  hereafter 
contracted,  the  following  property,  to  wit : 

"  One  thousand  first  mortgage  bonds  of  $1,000  each  of  the  Majestic  Apartment 
House  Co.,  Philadelphia ;  five  hundred  first  mortgage  bonds  of  $1,000  each  of 
the  Pennsylvania  Sugar  Refining  Company ;  receipt  of  Frank  K.  Hippie  for 
twenty-six  thousand  (26,000)  shares  of  the  capital  stock  of  the  Pennsylvania 
Sugar  Refining  Company,  the  right  to  the  stock  and  all  voting  and  other  rights 
which  belong  to  it,  with  full  power  and  authority,  in  case  of  the  nonpayment  of 
the  said  sum  of  money  at  maturity,  or  of  either  or  any  of  the  installments  of 
interest  as  they  shall  become  payable,  to  sell  the  whole  or  any  part  of  such 
securities  at  any  broker's  board  or  at  public  or  private  sale,  at  his  or  their 
option,  at  any  time  or  times  thereafter,  without  advertisement  or  notice  to  me, 
and  with  the  right  on  his  or  their  part  to  become  purchasers  thereof  at  such 
sale  or  sales  freed  and  discharged  of  any  equity  of  redemption,  and  after  de- 
ducting all  legal  or  other  costs  and  expenses  for  collection,  sale,  and  delivery, 
to  apply  the  residue  of  the  proceeds  of  such  sale  or  sales  so  made  to  pay  the 
said  indebtedness,  or  so  much  thereof  as  shall  remain  unpaid,  and  whether  due 
or  to  become  due,  returning  the  overplus,  if  any,  to  the  undersigned,  and  I  will 
still  remaiu  liable  for  any  amount  unpaid.  This  note,  with  the  securities,  may 
be  transferred  by  the  said  Gustav  E.  Kissel,  agent,  his  principals,  or  by  his  or 
their  assigns,  the  holder  at  any  time  to  have  all  the  rights  herein  conferred 
upon  him  and  them,  with  no  remaining  or  continuing  liability  of  the  trans- 
ferrer." 

And  whereas  a  substantial  part  of  the  security  therefor  consists  in  the  said 
five  hundred  (500)  $1,000  bonds  of  the  Pennsyhania  Sugar  Refining  Company, 
and  the  right  to  the  said  twenty-six  thousand  (26,000)  shares  of  the  stock  of 
that  company,  and  the  voting  and  other  powers  which  belong  to  that  stock,  the 
borrower  hereby  covenanting  that  the  same  has  been  regularly  issued  as  full- 
paid  stock  and  constitutes  a  majority  of  all  the  stock  of  the  company,  with  the 
control  thereby  given. 

Now,  therefore,  the  parties  have  agreed,  and  they  hereby  do  agree,  as  follows: 

1.  The  borrower,  that  the  said  bonds  of  the  Majestic  Apartment  House  Co. 
are  the  entire  issue  of  such  bonds,  and  that  they  are  secured  by  a  first  mort- 
gage of  the  property  known  as  the  Majestic  Apartment  House,  in  Philadel- 
phia ;  that  the  borrower  will  furnish  to  the  lenders  a  policy  of  title  insurance 
issued  by  the  Real  Estate  Trust  Company  of  Philadelphia,  insuring  the  title 
to  the  property  as  free  and  clear  of  and  from  all  prior  liens  and  incumbrances, 
and  insuring  the  validity  of  the  mortgage  as  legally  executed  to  be  a  first  lien 
thereon. 

2.  The  borrower,  as  the  Majestic  Apartment  House  is  not  yet  completed, 
agrees  that  the  lenders  may  retain  and  withhold  two  hundred  thousand  dollars 
($200,000)  of  the  said  loan,  to  be  paid  over  in  monthly  installments  of  fifty 
thousand  dollars  ($50,000)  each,  upon  certificates  by  the  architect  that  the 
amorait  has,  in  addition  to  all  previous  payments,  been  expended  upon  the 
property,  the  last  fifty  thousand  dollars  ($50,000)  not  to  be  paid  over  until 
the  Majestic  Apartment  House  is  fully  completed,  free  from  all  claims  for 
taxes,   mechanics'   liens,   claims  by   contractor,   and   other   claims   whatsoever, 
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sucli  two  hundred  thousand  dollars  ($200,000)  to  be  deposited  in  the  TJ.  S. 
Mortgage  and  Trust  Company,  of  New  York,  to  remain  until  the  borrower  shall 
be  entitled  to  receive  the  same  or  shall  be  in  default,  he  to  have  the  trust 
company  interest  thereon ;  in  case  of  any  default  the  lenders  to  be  entitled  to  a 
return  of  so  much  of  the  same  as  shall  remain  and  to  allow  for  the  same. 

3.  The  borrower  agrees  that  the  entire  issue  of  flrst-mortgage  bonds  of  the 
Pennsylvania  Sugar  Refining  Company  is  three  million  dollars  ($3,000,000) 
and  no  more,  consisting  In  three  thousand  bonds,  each  of  one  thousand  dollars 
($1,000),  the  said  five  hundred  bonds  (500)  being  one-sixth  of  the  total  au- 
thorized issue,  and  that  such  issue  is  secured  by  a  first  mortgage  of  the  prop- 
erty of  the  Pennsylvania  Sugar  Refining  Company ;  that  the  borrower  will 
furnish  the  lenders  a  policy  of  title  insurance  issued  by  the  Real  Estate  Trust 
Company,  of  Philadelphia,  insuring  the  title  to  the  property  as  free  and  clear 
of  all  prior  liens  and  Incumbrances,  and  insuring  the  validity  of  the  mortgage 
as  legally  executed  so  as  to  be  a  first  lien  thereon. 

4.  The  borrower  agrees  tliat  he  will  so  arrange  that  the  .nbsolute  voting 
power  for  the  said  twenty-six  thousand  (26,000)  shares  of  the  stock  of  the 
Pennsylvania  Sugar  Refining  Company  shall  be  in  the  lenders ;  that  the  lenders 
shall  have  the  right  to  use  such  voting  power  as  may  be  suitable  to  aid  or 
cit'ectuate  the  purposes  hereof ;  and  as  the  control  thereby  given  is  a  material 
part  of  the  consideration  for  the  said  note,  the  borrower  further  agrees  that 
he  will  so  arrange  that,  of  the  seven  directors  of  the  said  Pennsylvania  Sugar 
Refining  Company,  four  to  be  nominated  by  the  lenders,  of  whom  one  shall 
be  the  said  Gustav  E.  Kissel,  shall  be  put  in  place  of  four  of  the  present 
directors,  that  they,  or  substitutes  to  be  nominated  by  the  lenders,  shall  be 
directors  so  long  as  any  part  of  the  loan  shall  remain  unpaid;  that  the  control 
and  possession  of  the  property  of  the  said  the  Pennsylvania  Sugar  Refining 
Company  shall  be  in  such  way  and  so  efEectually  subjected  to  the  control  of 
the  board  of  directors  that  so  long  as  the  note,  or  any  part  thereof,  remains 
unpaid,  the  refinery  of  the  said  the  Pennsylvania  Sugar  Refining  Company  shall 
only  be  run  or  operated  or  do  business  as  shall  be  directed  by  such  board  of 
directors;  any  expense  caused  by  the  possession  of  the  property,  or  in  carrying 
out  this  agreement  on  the  part  of  the  lenders,  to  be  added  to  the  said  note 
and  to  be  entitled  to  the  security  and  to  the  benefit  of  all  the  provisions  on  the 
part  of  the  borrower  therein  contained  with  like  effect  as  if  the  same  had  been 
specially  mentioned  therein. 

5.  The  borrower  may  pay  the  said  note  with  unpaid  interest  to  time  of  pay- 
ment at  any  time  after  October  1,  1904,  and  not  before. 

6.  The  lenders  agree  that  upon  compliance  with  the  foregoing  provisions 
on  the  part  of  the  borrower  they  will,  upon  the  terms  herein,  and  in  the  said 
note  contained,  make  the  said  loan. 

In  witness  thereof  the  parties  hereto  have  hereunto  set  their  hands  and 
seals  the  day  and  year  first  above  written. 

Adolph    Segal.  [seal.] 

Gustav  E.  Kissel,  Agent,     [seal.] 

AFTER  RECESS. 

The  committee  met,  pursuant  to  the  taking  of  recess,  at  2.30  o'clock 
p.  m.,  Hon.  Thomas  W.  Hardwick  (chairman)  presiding. 

TESTIMONY  OF  ADOLPH  SEGAI— Continued. 

Mr.  Garrett.  Mr.  Segal,  just  previous  to  the  adjournment  for 
luncheon  you  had  identified  Exhibit  L  to  a  petition  filed  by  the 
United  States  of  America  against  the  American  Sugar  Refining  Co. 
and  others  in  the  Circuit  Court  of  the  United  States  for  the  South- 
ern District  of  New  York  as  an  agreement  or  contract  between  Mr. 
Kissel  and  yourself,  touching  the  matter  of  a  loan  about  which  you 
had  previously  testified.  I  want  to  ask  you  when  you  first  learned 
that  the  money  loaned  you  under  that  agreement  came  from  the 
American  Sugar  Refining  Co. 
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Mr.  Segal.  Probably  six  weeks  or  two  months  afterwards.  I 
dined  with  Mr.  Kissel,  and  he  joked,  and  he  mentioned  many  times 
Mr.  Havemeyer.  I  says,  "Mr.  Kissel,  I  think  that  money  comes 
from  the  Sugar  Trust."  He  says,  "  What  is  the  difference  ?  Suppose 
it  does  come  from  them  ?  "  It  was  probably  six  weeks  or  two  months 
after  the  loan  was  made. 

Mr.  Garrett.  Six  weeks  or  two  months  after  the  transaction? 

Mr.  Segal.  Yes. 

Mr.  Garrett.  Well,  I  understood  you  to  say  that  when  you  learned, 
while  these  negotiations  were  pending  there  in  New  York 

Mr.  Edmunds.  No;  excuse  me;  negotiations  were  not  pending. 
They  had  been  consummated.  They  were  in  New  York  for  the  pur- 
pose of  signing  the  papers. 

Mr.  Garrett.  Just  about  the  time  you  signed  the  paj)ers  you 
learned  that  Mr.  John  E.  Parsons  was  connected  with  the  matter? 

Mr.  Segal.  Oh,  no. 

Mr.  Garrett.  When  did  you  first  learn  that  ? 

Mr.  Segal.  I  understood  that  Mr.  Parsons  was  Mr.  KisseFs  lawyer. 

Mr.  Garrett.  When  did  you  first  learn  that  ? 

Mr.  Segal.  When  we  talked  of  the  deal. 

Mr.  Garrett.  About  the  time  you  began  the  negotiations  ? 

Mr.  Segal.  Yes ;  and  it  suddenly  came  over  me. 

Mr.  Garrett.  And  you  made  some  inquiry  ? 

Mr.  Segal.  No  ;  I  said  to  Mr.  Kissel,  "  Is  not  Mr.  Parsons  the 
Sugar  Trust's  lawyer  ?  "  Mr.  Kissel  said,  "  Why,  he  represents 
dozens  of  other  parties ;  and  the  best  proof  of  it  is  that  the  securities 
will  be  with  me." 

Mr.  Garrett.  I  assume  that  when  Mr.  Parson's  name  was  men- 
tioned, and  you  learned  that  he  was  Mr.  Kissel's  lawyer,  it  immedi- 
ately aroused  your  suspicion  that  it  might  be  this  monev  came  from 
the  Sugar  Trust? 

Mr.  Segal.  Yes. 

Mr.  Garrett.  And  did  the  statement  of  Mr.  Kissel,  which  you  have 
mentioned,  disarm  your  suspicions  in  that  regard? 

Mr.  Segal.  Yes. 

Mr.  Garrett.  And  you  made  no  further  inquiry  in  that  respect? 

Mr.  Segal.  Yes;  I  had  a  transaction  with  Mr.  Kissel  before  of 
$250,000. 

Mr.  Garrett.  Did  you  suppose  that  he  was  loaning  his  own  money, 
or  that  he  was  agent  for  some  one  else  ? 

Mr.  Segal.  I  thought  he  was  able.  His  wife  is  a  Vanderbilt,  and 
I  thought  they  were  able  to  do  it. 

Mr.  Garrett.  You  got  the  money,  then  ? 

Mr.  Segal.  Yes ;  I  got  the  money  in  installments. 

Mr.  Edmunds.  You  will  notice  from  the  agreement  that  $200,000 
of  the  $1,250,000  was  to  be  retained  for  the  purpose  of  completing 
the  Majestic  Apartment  House,  which  Mr.  Segal  was  then  in  the 
course  of  building  and  which  was  nearing  completion. 

Mr.  Garrett.  It  was  to  be  paid  out  of  that.  I  understand  Mr. 
Segal  says  so.  You  got  the  money  in  accordance  with  this  agree- 
ment ? 

Mr.  Segal.  Yes. 

Mr.  Garrett.  What  commission  did  you  pay  Mr.  Kissel? 

Mr.  Segal.  $100,000. 
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Mr.  Gabrett.  $100,000  commission? 

Mr.  Segal.  Yes. 

Mr.  Garrett.  Do  you  kno-w^  whether  he  got  any  other  commissions 
than  that? 

Mr.  Segal.  I  do  not  know. 

Mr.  Garrett.  You  do  not  know  how  that  was? 

Mr.  Segal.  No,  sir. 

Mr.  Garrett.  That  was  all  you  paid  him? 

Mr.  Segal.  Yes. 

Mr.  Garrett.  Now,  take  up  the  thread  of  the  story  from  that 
point  on,  will  you,  and  in  your  own  way  relate  it  to  the  committee  ? 

Mr.  Segal.  After  that  I  had  some  other  transactions  with  Mr. 
Kissel. 

Mr.  Garrett.  Touching  the  same  matter? 

Mr.  Segal.  No. 

Mr.  Edmunds.  I  suppose  you  want  the  witness  to  confine  his  state- 
ment to  matters  that  relate  to  the  sugar  refinery,  do  you  not  ? 

Mr.  Garrett.  Yes;  directly  or  indirectly.  Perhaps  those  trans- 
actions with  Mr.  Kissel  may  become  important.    We  will  see. 

Mr.  Segal.  Then  I  paid  the  interest,  after  90  days.  I  paid  the 
interest  quarterly,  every  three  months. 

Mr.  Garrett.  You  paid  the  interest  quarterly? 

Mr.  Segal.  Yes. 

Mr.  Garrett.  Let  me  get  that.  Did  you,  at  the  time  you  closed 
the  contract,  pay  interest  for  three  months? 

Mr.  Segal.  When  I  wanted  to  sell  some  bonds,  I  could  not;  I 
could  not  sell  any  more,  for  the  reason  that  the  matter  came  up  and 
then  they  asked  when  I  was  going  to  start  the  refinery,  and  then  I 
had  to  tell  them  about  that  contract,  and  nobody  would  want  to 
buy  bonds  when  the  plant  was  in  such  condition  that  it  could  not  be 
started  up. 

Mr.  Garrett.  When  was  it  that  you  undertook  to  sell  the  bonds  ? 

Mr.  Segal.  Eight  away  after  that.  I  had  some  other  bonds — 
$1,500,000  of  bonds  of  that  institution. 

Mr.  Garrett.  Was  it  shortly  after  you  bocrowed  this  money  that 
you  undertook  to  sell  the  bonds? 

Mr.  Segal.  The  balance  of  the  bonds? 

Mr.  Garrett.  The  balance  of  the  bonds. 

Mr.  Segal.  Yes. 

Mr.  Garrett.  How  long  after  ?  Do  you  remember  about  how  long 
it  was  ? 

Mr.  Segal.  Probably  a  few  months. 

Mr.  Garrett.  A  few  months.  Now,  going  back  for  a  moment;  at 
the  time  you  borrowed  the  money  you  paid  interest  in  advance  for 
three  months,  did  you  ? 

Mr.  Segal.  I  do  not  think  so;  no. 

Mr.  Edmunds.  The  agreement  did  not  call  for  it. 

Mr.  Garrett.  At  the  end  of  the  first  quarter  you  did  pay  interest? 

Mr.  Segal.  Yes. 

Mr.  Garrett.  Was  that  for  the  past  quarter? 

Mr.  Segal.  Yes ;  for  the  past  quarter. 

Mr.  Garrett.  You  paid  the  interest  quarterly? 

Mr.  Segal.  Yes,  sir.  ... 

Mr.  Garrett.  When  did  you  pay  the  commission  ? 
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Mr.  Segal.  The  commission  was  taken  out. 

Mr.  Gaeeett.  Was  taken  out  of  the  loan  ? 

Mr.  Segal.  It  was  taken  right  out  at  once  from  the  money. 

Mr.  Gaeeett.  All  right.    Now,  go  ahead. 

Mr.  Segal.  Then  I  tried  to  repay  that  loan,  and  I  went  to  Mr. 
Kissel,  and  I  wanted  to  know  if  Mr.  Kissel  would  not  divide  that 
loan. 

Mr.  Gaeeett.  Was  that  at  the  time  you  wanted  to  sell  the  bonds? 

Mr.  Segal.  Yes. 

Mr.  Gaeeett.  Well,  go  on. 

Mr.  Segal.  I  wanted  that  he  should  divide  the  sugar  securities 
from  the  other  securities,  and  he  could  not  do  it.  He  said  that  it 
could  not  be  done.  I  made  him  different  propositions,  and  it  was 
too  much  for  me  to  plank  over  $1,250,000  at  one  clip,  and  I  thought 
if  he  would  divide  that  in  half  it  would  be  easier  for  me  to  pay  it; 
but  the  reply  was  that  that  could  not  be  done. 

Mr.  Gaeeett.  That  that  would  not  be  done  ? 

Mr.  Segal.  Could  not  be  done. 

Mr.  Gaeeett.  Could  not  be  done  ? 

Mr.  Segal.  Yes. 

Mr.  Gaeeett.  Why  could  it  not  be  done  ?    Did  he  say  ? 

Mr.  Segal.  No. 

Mr.  Gaeeett.  Was  this  subsequent  to  the  time  that  you  had 
learned  that  this  money  came  from  the  American  Sugar  Refining 
Co.? 

Mr.  Segal.  That  was  afterwards ;  yes. 

Mr.  Gaeeett.  It  was  after  you  had  learned  that  the  money  came 
from  the  American  Sugar  Refining  Co.  ? 

Mr.  Segal.  Yes. 

Mr.  Gaeeett.  What  did  you  do  next? 

Mr.  Segal.  Well,  I  tried  different  ways  to  get  those  securities  out, 
and  I  could  not. 

Mr.  Gaeeett.  After  he  told  you  that  he  could  not  divide  the  se- 
curities, were  there  any  further  negotiations  with  him — any  other 
offers  made  to  him? 

Mr.  Segal.  Oh,  I  made  him  different  propositions. 

Mr.  Gaeeett.  Well,  what  were  those  propositions? 

Mr.  Segal.  I  offered  to  pay  him  $100,000  as  a  premium  if  he 
would  let  me  run  the  refinery. 

Mr.  Gaeeett.  If  he  would  let  you  run  it  ? 

Mr.  Segal.  Yes. 

Mr.  Gaeeett.  About  what  time  was  that  with  reference  to  the 
loan — about  how  many  months  after  you  had  borrowed  the  money? 

Mr.  Segal.  Oh,  probably  four  or  five  months. 

Mr.  Gaeeett.  And  he  refused  that  offer? 

Mr.  Segal.  He  refused  that  offer. 

Mr.  Gaeeeti'.  Well,  go  ahead. 

Mr.  Segal.  Well,  that  is  the  way  it  went  on  until  the  end  of  the 
year.  I  paid,  three  times,  interest;  three  times  I  made  the  payment 
of  interest;  and  the  fourth  one,  I  offered  the  money  providing  he 
would  give  me  the  coupons  back  from  the  bonds,  and  he  did  not 
want  to  do  that. 

Mr.  Gaeeett.  Did  he  refuse  to  do  it  ? 

Mr.  Segal.  He  refused  to  give  me  the  coupons,  to  detach  the 
coupons  from  those  bonds. 
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Mr.  Gaeeett.  Why  ?    Did  he  say  ? 

Mr.  Segal.  He  said,  "  Because,  when  we  settle,  you  will  have  the 
coupons  with  them ;  but  at  present  I  will  not  give  them  up." 

Mr.  Garrett.  Go  ahead. 

Mr.  Edmunds.  I  suppose  you  understand  that  he  refers  to  the 
coupons  attached  to  the  Pennsylvania  Sugar  Refining  Co.'s  bonds, 
and  not  to  the  others  ? 

Mr.  Garrett.  Yes ;  I  so  understand.    Go  ahead,  Mr.  Segal. 

Mr.  Segal.  Well,  I  think  that  is  the  end  of  the  story. 

Mr.  Garrett.  What  occurred  then  with  your  business  matters, 
after  he  had  refused  to  do  that  ?  What  sort  of  situation  did  you  find 
yourself  in,  as  a  result? 

Mr.  Segal.  I  found  myself  in  difficulties.  I  had  different  works 
going  on,  and  I  could  not  raise  money;  and  then  Mr.  Hippie  com- 
mitted suicide,  and  that  was  the  end  of  the  whole  thing. 

Mr.  Garrett.  Where  did  you  procure  the  money  with  which  to 
make  the  payments  of  interest  that  you  have  referred  to. 

Mr.  Edmunds.  Mr.  Garrett,  will  you  pardon  me  for  suggesting 

Mr.  Garrett.  Did  you  get  it  from  Mr.  Hippie? 

Mr.  Segal.  Some  I  got. 

Mr.  Garrett.  I  beg  your  pardon. 

Mr.  Edmujjds.  I  was  going  to  suggest  that  I  think  that  is  perhaps 
a  private  matter  that  the  witness  would  rather  not  disclose,  unless 
the  committee  thinks  it  very  material.  The  witness  will  have  no 
objection  whatever  to  saying  whether  or  not  the  moneys  were  pro- 
curable or  procured  directly  or  indirectly  from  the  American  Sugar 
Eefining  Co. 

Mr.  Garrett.  Mr.  Hippie's  connection  with  this  matter  by  virtue 
of  the  subsequent  connection  of  this  Eeal  Estate  &  Trust  Co.  renders 
it  important. 

The  Chairman.  You  will  understand,  Mr.  Attorney,  that  the  wit- 
ness has  no  right  not  to  answer  unless  the  question  is  one  that  will 
tend  to  incriminate  him.  We  are  not  after  anything  like  that.  We 
do  not  want  any  indictment.  We  think  all  this  is  pertinent.  It  is 
only  in  connection  with  ourselves,  and  we  want  to  bring  it  out. 

Mr.  Garrett.  You  may  state  whether  you  obtained  any  of  this 
money  which  you  made  the  payments  of  interest  from  Mr.  Hippie. 

Mr.  Segal.  I  had  dozens  and  dozens  of  channels  I  could  get  money 
for  my  different  works,  and  I  do  not  remember  at  present  from 
whom  I  got  the  money. 

Mr.  Garrett.  What  connection  did  Mr.  Hippie  have  with  this  ? 

Mr.  Segal.  Simply  as  representing  the  trust  company,  loaning  me 
monev  on  securities. 

Mr"  Garrett.  On  what  securities  now?  Any  of  these  Pennsyl- 
vania Sugar  Refining  Co.  securities  ? 

Mr.  Segal.  Yes ;  he  had  some  of  those. 

Mr.  Garrett.  How  much  money  did  he  loan  you ;  and  how  much 
on  these  particular  securities  ?  How  much  of  these  securities  did  you 
deposit  with  him— -I  mean  of  the  Pennsylvania  Sugar  Refining  Co.  ? 

Mr.  Segal.  I  could  not  tell  you  that  at  present. 

Mr.  Garrett.  You  could  not  ? 

Mr.  Segal.  Oh,  no. 

Mr.  Garrett.  I  am  not  asking  about  how  much  he  loaned  you  on 
everything  in  all  your  transactions,  but  how  much  you  obtained  on 
these  particular  securities  of  the  Pennsylvania  Sugar  Refining  Co.? 
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Mr.  Segal.  I  would  give  it  to  you  in  a  minute  if  I  could.  I  may 
get  it  for  you,  if  it  is  important. 

Mr.  Gaerett.  As  a  matter  of  fact,  Mr.  Segal,  Mr.  Hippie  had  him- 
self obtained  from  this  company  a  very  large  amount  of  money? 

Mr.  Segal.  You  mean  from  this  trust  company? 

Mr.  Garrett.  Yes. 

Mr.  Segal.  Yes. 

Mr.  Garrett.  And  a  portion  of  it,  at  least,  had  been  loaned  to  you 
on  these  securities? 

Mr.  Segal.  Yes. 

Mr.  Garrett.  So  much  so  that  he  became  bankrupt  and  was  an 
embezzler  ? 

Mr.  Segal.  Well,  certain  things  were  done  there  before  I  ever  knew 
that  there  was  a  Mr.  Hippie  in  existence. 

Mr.  Garrett.  Yes ;  but  were  there  not  some  individual  transactions 
between  Mr.  Hippie  and  yourself  and  Mr.  Kissel  that  brought  about 
Mr.  Hippie  personally  taking  certain  funds  and  securities  that  be- 
longed to  the  trust  company  and  connected  with  this  Pennsylvania 
Sugar  Refining  Co.? 

Mr.  Edmunds.  Well,  now,  Mr.  Garrett,  you  will  pardon  my  inter- 
ruption, that  seems  to  me  to  get  pretty  close  to  the  border  line.  Your 
question  assumes  that  certain  things  that  Mr.  Hippie  has  done  are 
properly  characterized  as  embezzlement. 

The  Chairman.  Well,  you  will  please  not  make  such  objections  as 
that,  Mr.  Attorney.  We  are  not  confined  by  the  rules  of  law  in  mak- 
ing this  investigation,  and  we  very  often  ask  leading  questions  and 
ask  questions  that  assume  a  fact. 

Mr.  Edmunds.  Mr.  Chairman,  you  do  not  understand  me. 

The  Chairman.  I  understood  you  to  object  to  the  question  because 
it  assumed  something. 

Mr.  Gareett.  Because  it  might  inculpate  Mr.  Segal. 

Mr.  Edjiunds.  I  do  not  know  what  the  answer  will  be.  That  was 
the  thought  I  had  in  mind. 

The  Chairman.  The  only  objection  that  we  recognize  as  valid  in 
this  evidence  is — and  it  is  in  accordance  not  only  Avith  law,  but  with 
our  sense  of  propriety — ^that  it,  of  course,  must  be  fairly  material 
to  the  question  we  are  investigating — and  we  will  judge  of  that  our- 
selves— and,  second,  and,  of  course,  most  important  from  the  stand- 
point of  the  witness,  that  it  must  incriminate  the  witness.  Now,  as 
to  these  transactions,  Mr.  Segal  has  never  been  charged  with  crime. 

Mr.  Edmunds.  Never. 

The  Chairman.  And  there  is  no  thought  in  our  minds  that  he  is 
guilty  of  crime.  Of  course,  if  you  want  to  plead  at  any  time  during 
the  examination — and  that  is  your  sole  function  here,  except  that  I 
do  not  mind  your  prompting  his  memory — if  you  want  to  suggest 
that  any  statement  he  may  make  may  incriminate  him,  very  well ; 
but  aside  from  that  objections  will  not  be  made. 

(The  pending  question  was  read  by  the  stenographer,  as  follows:) 

Mr.  Gaerett.  Yes;  but  were  there  not  some  individual  transactions  between 
Mr.  Hippie  and  yourself  and  Mr.  Kissel  that  brought  about  Mr.  flipple,  per- 
sonally, taking  certain  funds  and  securities  that  belonged  to  the  trust  com- 
pany, and  connected  with  this  Pennsylvania  Sugar  Refining  Co.? 

Mr.  Gaerett.  And  obtaining  money  on  those  securities  which  was 
paid  to  Mr.  Kissel — Mr.  Hippie  obtaining  money  on  those  securities 
which  was  paid  to  Mr.  Kissel  ? 
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Mr.  Segal.  I  do  not  know  that. 

Mr.  Gaeeett.  You  do  not  know  how  that  is  ? 

Mr.  Segal.  No,  sir. 

Mr.  Gaefett.  I  will  ask  you  this  again,  at  the  suggestion  of  the 
chairman:  To  what  extent  did  Mr.  Hippie  loan  you  money  on  the 
Pennsylvania  Sugar  Eefining  Co.'s  securities? 

Mr.  Segal.  I  would  be  very  glad  to  answer,  but  if  it  is  not  cor- 
rect  

The  Chaieman.  Just  give  your  estimate,  of  course. 

Mr.  Segal.  They  only  had  about  $500,000  of  bonds,  so  far  as  the 
Eeal  Estate  &  Trust  Co.  is  concerned;  that  is  ail  they  had. 

Mr.  Gaeeett.  $500,000  of  bonds? 

Mr.  Segal.  There  may  have  been  a  few  more  or  less ;  I  do  not  know. 

Mr.  Gaeeett.  And  how  much  did  you  get  on  those  bonds  ? 

Mr.  Segal.  Sixty  or  seventy? 

Mr.  Gaeeett.  Sixty  and  seventy? 

Mr.  Segal.  I  probably  had  three  or  four  hundred  thousand  dol- 
lars; in  that  neighborhood. 

Mr.  Gaeeett.  Now,  I  want  to  ask  you  a  little  more  about  this  con- 
tract that  you  signed  not  to  run  the  refinery.  Who  drew  that  con- 
tract, do  you  know?     What  attorney  drafted  it? 

Mr.  Segal.  That  contract,  I  think  it  was  testified  by  Mr.  Kissel, 
by  my  attorney,  Mr.  Harned. 

Mr.  Gaeeett.  That  is  in  this  Exhibit  L.  This  stock  which  you 
deposited  as  collateral  with  Mr.  Kissel  carried  with  it  the  voting 
power  ? 

Mr.  Segal.  Yes;  and  control. 

Mr.  Gaeeett.  And  control? 

Mr.  Segal.  Yes. 

Mr.  Gaeeett.  AVhen  was  that  power,  so  carried,  exercised  by  Mr. 
Kissel?  When  did  he  elect  the  board  of  trustees  or  board  of  di- 
rectors ? 

Mr.  Segal.  Eight  away  when  that  was  consummated. 

Mr.  Gaeeett.  On  the  very  same  day ;  is  that  correct  ? 

Mr.  Segal.  I  do  not  remember  that.  If  it  was  not,  it  probably  was 
a  day  or  two  afterwards  or  before ;  at  the  time. 

Mr.  Gaeeett.  Very  shortly  thereafter? 

Mr.  Segal.  Yes. 

Mr.  Gaeeett.  And  they  went  into  complete  control  of  this 

Mr.  Segal.  Refinery. 

Mr.  Gaeeett.  Of  the  refinery? 

Mr.  Segal.  Yes. 

Mr.  Gaeeett.  What  was  their  first  act? 

Mr.  Segal.  They  changed  some  of  the  directors. 

Mr.  Gaeeett.  I  mean  after  they  had  made  the  change  and  gone  into 
control  of  the  refinery,  what  was  the  first  act  of  this  board  ? 

Mr.  Segal.  Nothing.  ■         .  , 

Mr.  Gaeeett.  Did  they  pass  a  resolution  of  any  character? 

Mr.'  Segal.  I  do  not  remember. 

Mr.  Gaeeett.  Did  they  pass  a  resolution  to  close  the  factory  down  ? 

Mr.'  Segal.  I  think  they  did. 

Mr.  Gaeeett.  Why  was  that  necessary,  in  view  of  the  fact  that  you 
had  sio'ned  the  contract  that  it  should  not  be  run  during  the  time  of 
the  loan? 
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Mr.  Segal.  Well,  they  wanted  to  contror  the  board.  Oh,  I  had 
forgotten.  Then  we  negotiated.  He  insisted  that  his  board  should 
control. 

Mr.  Garrett.  In  the  negotiations  it  was  insisted  that  he  should 
have  the  right 

Mr.  Segal.  To  control. 

Mr.  Garrett  (continuing).  To  elect  the  board  which  should  con- 
trol the  refinery? 

Mr.  Segal.  Yes. 

Mr.  Garrett.  And  their  first  act  was  to  pass  this  resolution,  was 
it  not? 

Whereas  to  start  the  refinery  at  the  present  time  would  Involve  an  outlay  of 
a  large  sum  of  money  which  would  need  to  be  provided,  for  which  the  time  is 
inopportune  : 

Resolved,  That  the  refinery  do  not  run,  and  that  no  proceeding  looking  to  the 
beginning  of  operation  be  taken  until  the  further  order  of  the  board. 

Mr.  Segai-.  Yes. 

Mr.  Garrett.  And  no  further  action  was  ever  taken  by  the  board 
so  long  as  they  remained  in  control? 

Mr.  Segal.  Yes. 

Mr.  Garrett.  Now,  tell  us  about  the  break-up,  and  when  that  came 
about,  in  your  own  way. 

Mr.  Segal.  The  break-up  came  just  when  Mr.  Hippie  died. 

Mr.  Garrett.  How  did  it  come,  and  tell  us  the  details  of  it? 

Mr.  Segal.  Mr.  Earle  became  the  receiver  of  the  Real  Estate  & 
Trust  Co.,  and  he  also  became  the  receiver  of  the  Pennsylvania 
Sugar  Refining  Co.  From  that  moment  Mr.  Earle  got  in  possession 
and  he  ran  the  whole  business,  and  I  stayed  away. 

Mr.  Garrett.  What  connection  did  you  have  with  it  after  that 
time? 

Mr.  Segal.  Well,  simply  I  assisted  to  straighten  things  out  as 
much  as  I  could.  I  have  settled  with  the  Real  Estate  &  Trust  Co. 
I  do  not  owe  them  anything. 

Mr.  Garrett.  You  do  not  owe  the  trust  company  anything? 

Mr.  Segal.  I  do  not  owe  the  Real  Estate  &  Trust  Co.  anything. 

Mr.  Garrett.  Have  you  any  itnerest  in  this  refinery  now  ? 

Mr.  Segal.  A  few  bonds  that  do  not  amount  to  anything. 

Mr.  Garrett.  You  have  a  few  bonds? 

Mr.  Segal.  Yes. 

Mr.  Garrett.  You  have  no  stock? 

Mr.   Segal.  No. 

Mr.  Garrett.  The  bonds  are  practically  all  held,  now,  are  they 
not,  by  this  Real  Estate  &  Trust  Co.? 

Mr.  Segal.  By  the  Real  Estate  &  Trust  Co. ;  it  has  the  control. 

Mr.  Garrett.  It  has  the  control  by  virtue  of  the  stock  ? 

Mr.  Segal.  And  also  bonds. 

Mr.  Garrett.  And  also  bonds? 

Mr.  Segal.  Yes;  and  also  bonds. 

Mr.  Garrett.  Mr.  Segal,  how  much  did  you  pay  in  all  to  Mr. 
Kissel  on  this  loan— I  mean  on  this  particular  loan,  of  course,  that 
I  am  speaking  of  ? 

Mr  Segal.  I  paid  interest  for  three-quarters  of  a  year  and  also 
that  $100,000. 

The  Chairman.  What  rate  of  interest  did  you  pay? 
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Mr.  Segal.  I  think  it  was  5  per  cent.     I  do  not  remember. 

Mr.  Gaheett.  Had  Mr.  Hippie's  death  occurred  by  the  time  the 
debt  became  due,  at  the  end  of  a  year  ? 

Mr.  Segal.  No. 

Mr.  Edmunds.  I  thinlt  he  is  mistaken  about  that.  I  think  Mr. 
Hippie's  death  occurred  in  August.  You  had  the  date.  It  was  pos- 
sibly one  year  after  the  date,  I  am  reasonably  sure. 

Mr.  Garhett.  "Was  the  loan  ever  renewed  ?  At  the  end  of  the  first 
year  was  the  loan  renewed  ? 

Mr.  Segal.  No  ;  it  remained  so. 

Mr.  Gaeeett.  It  was  not  paid  ? 

Mr.  Segal.  No. 

Mr.  Gaheett.  What  arrangements  were  made  then  about  carry- 
ing it? 

Mr.  Segal.  No  arrangements  were  made. 

Mr.  Gaeeett.  No  arrangements  were  made  ? 

Mr.  Segal.  No,  sir. 

Mr.  Gaeeett.  Did  you  pay  them  anything  in  the  way  of  a  bonus  to 
carry  it,  over  and  above  the  interest? 

Mr.  Segal.  Mj  dealings  were  with  Mr.  Hippie.  I  do  not  know 
anything 

Mr.  Gaeeett.  Did  you  pay  Mr.  Kissel  anything  for  carrying  it? 
Did  you  pay  him  any  bonus,  over  and  above  the  interest,  for  carrying 
it  beyond  the  date  of  its  maturity? 

Mr.  Segal.  Yes. 

Mr.  Gaeeett.  How  much  did  you  pay  and  how  many  times  did 
you  pay  bonuses  of  that  sort? 

Mr.  Segal.  I  could  not  answer  you  that,  because  we  had  some 
other  transactions  between  me  and  Mr.  Hippie. 

Mr.  Gaeeett.  Unconnected  with  this? 

Mr.  Segal.  Yes. 

Mr.  Edmunds.  Perhaps  I  can  assist  you  and  the  witness.  Although 
I  was  not  counsel  at  that  time,  I  think  that  later,  when  Mr.  Kissel 
made  threats  that  he  would  exercise  the  right  under  the  agreement 
and  sell  the  collateral,  Mr.  Segal  referred  the  matter  to  counsel,  and 
perhaps  largely  after  that  time  Mr.  Segal  depended  entirely  upon 
his  counsel. 

Mr.  Gaeeett.  That  is  what  I  was  trying  to  get. 

Mr.  Edmunds.  I  may  be  wrong  about  it,  but  I  simply  have  a  vague 
thought  that  that  was  the  case. 

Mr.  Gaeeett.  Were  there  not  some  negotiations  between  your 
counsel  and  Mr.  Parsons  touching  this  matter  or  do  you  know  ? 

Mr.  Segal.  Between  whom  ? 

Mr.  Gaeeett.  Between  your  counsel  and  Mr.  Parsons,  touching 
this  matter?  Do  you  know  what  negotiations,  if  any,  were  had 
between  your  counsel  and  Mr.  Parsons  when  they  were  threatening 
to  foreclose  on  you? 

Mr.  Segal.  Oh,  I  think  I  had  Mr.  Untermeyer  and  he  went  over 
to  Mr.  Kissel,  and  they  wanted  to  sell  my  securities. 

Mr.  Gaeeett.  Yes. 

Mr.  Segal.  And  Mr.  Untermeyer  wrote  them  a  letter,  and  they 

stopped  it.  -,■,,„ 

Mr.  Gaeeett.  Do  you  know  what  he  wrote  them  ? 
Mr.  Segal.  No,  sir;  I  do  not  know  anything  about  it. 
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Mr.  Gaeeett.  Did  you  not  learn  ? 

Mr.  Segal.  No  ;  only  it  was  understood  it  was  all  right,  now,  until 
Mr.  Parsons  came  back. 

Mr.  Gaeeett.  At  the  time  that  they  stopped  this  matter,  was  that 
the  time  when  you  paid  one  of  these  bonuses? 

Mr.  Segal.  Yes. 

Mr.  Gaeeett.  Did  that  occur  a  second  time;  did  they  threaten 
again  to  sell  your  securities  and  did  your  attorney  again  intervene  ? 

Mr.  Segal.  No,  sir;  they  did  not. 

Mr.  Gaeeett.  That  was  the  last  threat  they  made? 

Mr.  Segal.  Yes. 

Mr.  Gaeeett.  It  just  hung  fire  that  way  up  until 

Mr.  Segal.  When  you  say  "  they  "  it  was  not  the  American  Sugar 
Kefining  Co.  I  did  not  know  anything  about  the  American  Sugar 
Refining  Co.     It  was  Kissel. 

Mr.  Gaeeett.  Yes;  I  understand;  but  you  know  now  that  it  was 
the  American  Sugar  Refining  Co.? 

Mr.  Segal.  Yes;  oh,  yes. 

Mr.  Gaeeett.  That  was  back  of  Kissel  ? 

Mr.  Segal.  Yes. 

Mr.  Gaeeett.  And  that  the  American  Sugar  Refining  Co.  was 
furnishing  the  money — did  furnish  the  money? 

Mr.  Segal.  Yes;  that  furnished  the  money. 

Mr.  Gaeeett.  From  the  time,  then,  that  these  proceedings  of  fore- 
closure were  stopped  by  the  letter  from  your  counsel  until  the  final 
break  up  came,  the  matter  hung  fire? 

Mr.  Segal.  Yes. 

Mr.  Gaeeett.  There  were  no  more  letters  of  foreclosure  ? 

Mr.  Segal.  No,  sir. 

Mr.  Gaeeett.  And  did  you  pay  any  more  bonuses  ? 

Mr.  Segal.  I  paid  some  to  Mr.  Kissel.  The  bonuses  which  you 
have  mentioned  there  involved  an  amount,  as  I  think,  in  the  neigh- 
borhood of  $900,000  that  I  have  paid. 

The  Chaieman.  You  paid  on  this  loan  ? 

Mr.  Segal.  No ;  some  other  items. 

Mr.  Gaeeett.  There  were  some  other  items? 

Mr.  Segal.  Yes ;  there  were  some  other  items  mixed  up  in  it,  and 
I  could  not  divide  them.     The  amount  was  $920,000,  I  think. 

Mr.  Gaeeett.  $920,000,  but  not  all  on  this  loan? 

Mr.  Segal.  No,  no. 

Mr.  Gaeeett.  And  you  can  not  state  how  much  was  paid  on  this 
loan,  then  ? 

Mr.  Segal.  No,  sir ;  I  could  not  divide  the  thing  up. 

The  Chaieman.  Does  any  other  gentleman  of  the  committee  de- 
sire to  ask  any  questions  ? 

Mr.  Malby.  Is  it  clear  that  the  amount  of  the  bonuses  was  $900,000  ? 

The  Chaieman.  Yes. 

Mr.  Malby.  Can  you  not  separate  that  ? 

Mr.  Segal.  No,  sir. 

The  Chaieman.  Let  me  ask  a  question  or  two  right  here  myself, 
and  maybe  I  can  get  at  this  thing  a  little. 

Mr.  Edmunds.  If  you  will  refer  to  page  16  of  this  Senate  docu- 
ment, you  will  see  it. 

The  Chaieman.  I  want  to  read  you  Mr.  Earle's  statement  of  this 
transaction,  and  see  how  near  accurate  it  is,  and  how  near  you  agree 
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to  it,  and  if  it  is  right  or  not,  and,  if  not,  where  it  is  wrong.     I  read 
from  page  14: 

Segal,  being  In  mind,  temperament,  and  fact  wedded  to  his  new  enterprise, 
was  faced  first  by  a  demand  from  tbe  agent  of  the  ottier  party,  to  wit,  Kissel 
(who,  of  course,  legally  could  only  make  the  demand  for  his  principal),  that 
Segal  pay  him  $100,000  commission  for  the  loan  of  $1,250,000. 

That  is  right,  is  it  not? 

Mr.  Segal.  Yes;  that  is  right. 

The  Chairman  (reading)  : 

You  will  remember  that  Segal's  project  was  to  use  up  the  whole  $1,250,000, 
so  of  course  he  could  not  comply  with  the  demand.  Kissel  met  this  by  agree- 
ing personally  to  "  lend  "  him  the  $100,000  in  addition. 

Mr.  Segal.  $100,000? 
The  Chairman.  Yes. 
Mr.  Segal.  That  is  a  mistake. 
The  Chairman.  It  says  the  $100,000  commission. 
Mr.  Edmunds.  You  had  better  read  the  whole  of  it.    Wait  a  min- 
ute, Mr.  Segal. 

The  Chairman  (reading) : 

Kissel  met  this  by  agreeing  personally  to  "  lend  "  him  the  $100,000  in  addi- 
tion on  condition  that  he  would  pay  him  either  $5,000  or  $7,500  a  month  com- 
mission on  the  $100,000  that  he  had  no  right  to. 

Mr.  Segal.  $5,250  a  month. 

The  Chairman.  Now,  we  are  getting  down  to  it.     [Reading :] 

commission  on  the  $100,000  that  he  he  had  no  right  to ;  and  in  this  way,  having 
closed  down  one  of  Segal's  enterprises,  and  having  him  tied  up  in  the  construc- 
tion of  the  other,  and  having  Hippie  in  his  power  through  the  giving  of  the 
fraudulent  policy — 

What  does  he  mean  by  that,  "  fraudulent  policy  "  ?  What  policy  is 
that? 

Mr.  Edmunds.  I  can  tell  you,  Mr.  Chairman.  Mr.  Kissel  wanted 
the  assurance  of  a  title  company  that  these  securities  which  were 
involved  in  the  transaction  were  a  first  lien. 

Mr.  Segal.  Oh,  yes. 

The  Chairman.  Do  you  understand  it? 

Mr.  Segal.  Mr.  Kissel  wanted  a  guaranty  policy  of  the  title  to 
the  properties. 

The  Chairman.  To  the  Majestic  Hotel  ? 

Mr.  Segal.  No  ;  I  think  that  was  to  the  refinery. 

The  Chairman.  To  the  refinery? 

Mr.  Segal.  I  am  not  certain,  but  I  think  it  was  the  refinery. 

The  Chairman.  You  think  it  was  the  refinery? 

Mr.  Segal.  Yes.  .        ,    ,    ■  ,   o 

The  Chairman.  He  demanded  a  policy  showing  that  title  { 

Mr.  Segal.  Yes;  and  he  got  the  policy  from  the  Real  Estate  & 

The  Chairman.  He  got  it  from  the  Real  Estate  &  Trust  Co.  ? 
Mr.  Segal.  Yes;  I  gave  him  that  policy. 

Mr.  Edmunds.  The  Real  Estate  &  Trust  Co.  has  authority  under 
its  charter  to  guarantee  titles? 
Mr.  Segal.  Yes.  ,  •  i,  .   , 

Mr.  Edmunds.  And  they  gave  him  such  a  guaranty  i 
Mr.  Segal.  Yes. 
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The  Chairman.  As  a  matter  of  fact,  there  was  a  prior  lien  on  the 
bonds  that  this  policy  did  not  disclose  ? 

Mr.  Segal.  No;  on  the  grounds. 

The  Chairman.  A  prior  lien  on  the  property  that  this  policy  did 
not  cover? 

Mr.  Segal.  Mr.  Kissel  knew  of  that. 

The  Chairman.  But  it  was  not  put  in  this  policy  that  the  company 
gave ;  it  was  not  mentioned  in  that  policy  ? 

Mr.  Segal.  Yes. 

Mr.  Garrett.  That  is  how  he  got  the  information  ? 

Mr.  Segal.  Yes. 

The  Chairman.  All  right.    I  read  further  : 

and  in  this  way,  having  closed  down  one  of  Segal's  enterprises,  and  having 
him  tied  up  in  the  construction  of  the  other,  and  having  Hippie  in  his  power 
through  the  giving  of  the  fraudulent  policy,  he  extorted  from  Segal  another 
$160,000  in  monthly  payments. 

Is  that  right? 

Mr.  Segal.  $160,000;  yes,  sir. 

The  Chairman  (reading)  : 

He  also  extorted  from  Segal  a  promise  that  he  should  have  a  further  com- 
mission of  $1,300,000  of  the  stock  of  the  Sugar  Eefining  Co. 

Is  that  right? 

Mr.  Segal.  Yes. 

The  Chairman  (reading)  : 

making  the  commissions  in  stock,  bonuses,  etc.,  up  to  this  point,  $1,560,000  on 
a  loan  of  $1,250,000. 

That  is  correct  ? 

Mr.  Segal.  That  is,  if  you  call  the  stock  par. 

The  Chairman.  Yes;  but,  even  at  60  or  70,  it  was  a  very  large 
amount.    What  was  the  stock  worth  ? 

Mr.  Segal.  I  paid  him  some  40  and  some  50. 

Mr.  Edmunds.  On  the  bonds  or  the  stock  ? 

Mr.  Segal.  On  the  stock. 

The  Chairman.  Some  40  and  some  50.  Did  you  make  it  a  less 
amount  ? 

Mr.  Segal.  The  whole  amount  involved  was  $900,000. 

The  Chairman.  $900,000  on  this  loan  ? 

Mr.  Segal.  Yes,  sir. 

The  Chairman.  Now  I  will  read  on  from  page  15 : 

Tou  will  see  that  the  trust  now  had  these  people  where  it  could  exterminate 
them,  and  it  proceeded  to  do  so.  This  $1,300,000  of  stock,  of  course,  was  part 
of  the  collateral  of  the  trust. 

That  was  true,  was  it  not  ? 

Mr.  Segal.  Yes. 

The  Chairman  (reading)  : 

But  Segal  was  to  get  it  afterwards;  but  as  the  purpose,  in  my  judgment,  was 
to  ruin  Segal  and  the  trust  company,  and  as  they  must  have  seen  that  no  busi- 
ness enterprise  in  the  world  could  stand  such  exactions,  they  stood  to  get  the 
$2,600,000  of  stock  anyhow,  so  they  turned  this  part  of  the  commission  into  a 
demand  for  ready  money  in  lieu  of  it,  and  Kissel  actually  extorted  from  these 
two  men  in  a  few  months — all  of  it  having  occurred  within  three  years — $30  a 
share  in  cash  for  one-half  of  the  stock— — 

Mr.  Segal.  Some  $40. 

The  Chairman.  Some  $40,  was  it? 
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Mr.  Segal.  Some  $40. 
The  Chairman  (reading)  :. 

for  one-half  of  the  stock  held  by  the  trust  as  collateral,  which  amounted  to 
— 0,000  more  and  in  cash. 


Of  course  if  it  was  $40  it  would  have  been  even  more  than  that, 
would  it  not? 
Mr.  Segal.  Yes. 
The  Chairman  (reading) : 

I  have  not  yet  the  detail.  I  have  gotten  as  far  as  this;  but  I  have  been 
told  in  the  presence  of  vi^itnesses  that  without  crediting  1  cent  on  the  loan 
these  sharks,  on  a  loan  of  $1,250,000,  in  addition  to  the  interest  at  6  per  cent — 
which  was  the  legal  limit,  and  which  was  paid  during  the  first  year — there 
was  extorted  from  these  men  (which,  of  course,  must  have  chiefly  come  out  of 
the  trust  company)  — 

That  is  where  most  of  it  did  come  from,  was  it  not? 
Mr.  Segal.  Probably. 
The  Chairman  (reading)  : 

a  sum  in  the  neighborhood  of  $1,000,000  on  this  particular  transaction — 

I  believe  you  said  $920,000? 
Mr.  Segal.  Yes;  $920,000. 
The  Chairman  (reading)  : 

and  though  I  have  not  quite  cleared  it  up,  the  assertion  that  under  one  pretense 
or  another,  whilst  they  kept  their  claim  for  the  whole  $1,250,000  good,  they 
succeeded  in  getting  in  the  neighborhood  of  $2,000,000.  Of  course,  no  one  short 
of  a  man  with  the  wealth  of  some  of  the  trust  magnates  could  survive  this. 

That  is  what  carried  you  down,  is  it? 

Mr.  Segal.  Yes. 

The  Chairman.  I  will  read  a  little  further : 

At  last  on  some  of  these  illegal  commissions  Mr.  Kissel  made  further  de- 
mands, and  tried  to  make  Hippie,  who  had  exhausted  the  company's  resources, 
give  him  some  of  the  bonds  of  the  refinery. 

Do  you  remember  that? 

Mr.  Segal.  Yes. 

The  Chairman.  That  is  right,  is  it  ? 

Mr.  Segal.  Yes. 

The  Chairman  (reading)  : 

Two  days  before  Hippie  blew  out  his  brains,  by  telegrams  and  by  threatening 
proceedings  against  the  president  of  this  shaking  trust  company,  and  other 
sufficient  pressure,  he  succeeded  in  so  working  upon  Hippie  that  the  latter  stole 
from  the  company's  vaults  $150,000  of  the  bonds  of  the  sugar  refinery  and 
turned  them  over  to  Kissel. 

Is  that  right? 

Mr.  Edmunds.  Now,  of  course,  you  must  answer  under  your  own 
knowledge. 

The  Chairman.  Yes. 

Mr.  Edmunds.  If  you  have  any  knowledge  of  that. 

The  Chairman.  Is  that  true  ? 

Mr.  Segal.  Yes. 

The  Chairman.  It  is  true  ? 

Mr.  Segal.  Yes. 

The  Chairman.  I  continue  reading: 

And  Kissel  obtained  a  check  in  some  way  for  $60,000  more,  which  was  to  be 
presented  the  next  day. 
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Is  that  so? 

Mr.  Edmunds.  Answer,  if  you  know. 

Mr.  Segal.  Yes. 

The  Chairman.  Answer  out ;  is  that  so  ? 

Mr.  Segal.  Yes. 

The  Chaikman  (continuing  reading)  : 

Hippie,  Segal,  the  company,  all  the  connection,  had  now  been  ruined.  The 
game  was  finished.  Hippie  could  not  pay  this  checli.  He  put  a  pistol  in  his 
mouth  and  blew  his  brains  out,  and  a  few  hours  later  the  check  was  dishonored. 

Is  that  true  ? 

Mr.  Segal.  So  I  heard. 

The  Chairman.  That  is  the  transaction  about  as  you  understand  it? 

Mr.  Segal.  Yes.  sir. 

The  Chairman.  You  found  out,  you  say,  a  little  while  after  this 
loan  had  been  consummated,  that  Kissel  was  really  acting  for  the 
American  Sugar  Refining  Co.  ? 

Mr.  Segal.  Yes. 

The  Chairman.  He  admitted  it  to  you,  saying  that  their  money 
was  as  good  as  anybody  else's  ? 

Mr.  Segal.  Yes. 

The  Chairman.  And  "  what  of  it,"  or  something  like  that  ? 

Mr.  Segal.  Yes. 

The  Chairman.  Did  you  ever  make  Kissel  any  proposition  to  re- 
pay him  this  loan  ? 

Mr.  Segal.  Many  times. 

The  Chairman.  If  he  would  let  this  thing  off  ? 

Mr.  Segal.  Yes ;  many  times. 

The  Chairman.  Did  you  offer  him  the  money  for  it  ? 

Mr.  Segal.  No;  but  if  I  could  have  gotten  that  loan  divided  in 
half,  I  could  have  paid  it. 

The  Chairman.  In  other  words,  you  wanted  to  separate  the  col- 
lateral? 

Mr.  Segal.  Yes. 

The  Chairman.  Putting  the  loan  into  two  parts,  one  of  which  was 
secured  by  the  Majestic  Hotel  and  the  other  by  Pennsylvania  Sugar 
Refining  Co.'s  bonds? 

Mr.  Segal.  Yes. 

Mr.  Edmunds.  It  was  also  the  condition  that  in  the  separation  Mr. 
Segal  should  be  allowed  to  operate  the  plant  of  the  Pennsylvania 
Sugar  Refining  Co.? 

The  Chairman.  Yes ;  of  course,  your  object  in  making  this  propo- 
sition to  Mr.  Kissel  was  to  get  matters  so  that  you  could  operate  the 
sugar  refinery? 

Mr.  Segal.  Yes ;  and  sell  the  bonds. 

The  Chairman.  Yes.  As  I  understand,  when  you  approached  a 
man  to  sell  him  the  bonds  of  the  Pennsylvania  Sugar  Refining  Co., 
he  would  say,  "  You  have  got  a  big,  fine  plant ;  why  do  you  not  oper- 
ate ? "  And  you  had  to  tell  him  that  Kissel  held  these  securities  and 
refused  to  let  you  operate  that  refinery,  and  you  had  it  tied  up  so 
that  you  could  not  operate  it? 

Mr.  Segal.  Yes. 

The  Chairman.  And  your  idea  was  that  you  could  operate  this 
plant  easy  enough  if  you  could  get  this  thing  out  of  the  clutch  of 
the  trust  so  that  you  could  operate;  is  not  that  the  fact? 
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Mr.  Segal.  Yes. 

Mr.  Edmunds.  There  is  just  one  thing  I  would  like  to  present  to 
Mr.  Segal.  So  far  as  this  transaction  with  the  Eeal  Estate  &  Trust 
Co.  was  concerned  he  was  nothing  more  than  a  borrower  taking  to 
them  his  securities  and  using  no  influence 

The  Chairman.  I  will  bring  that  out  for  his  protection. 

Mr.  Edmunds.  And,  later,  there  was  a  full  settlement. 

The  Chairman.  So  far  as  your  dealings  with  Mr.  Hippie  were 
concerned,  you  were  merely  borrowing  money  from  him  ? 

Mr.  Segal.  Yes. 

The  Chairman.  And  giving  him  such  securities  as  you  had  to 
offer,  as  he  would  accept  ? 

Mr.  Segal.  Yes.  I  am  a  builder.  I  have  built  houses,  five  or  six 
different  factories,  and  I  am  borrowing  money  from  various  sources. 

The  Chairman.  And  you  offered  to  him  such  securities  as  you 
had  to  give  ? 

Mr.  Segal.  Yes. 

The  Chairman.  And  these  securities  you  offered  to  Hippie,  and 
he  let  you  have  the  money  as  long  as  the  matter  went  along? 

Mr.  Segal.  Yes. 

Mr.  Edmunds.  Mr.  Segal's  knowledge  of  the  embezzlement  oc- 
curred after  the  receivership  of  the  trust  company. 

The  Chairman.  Of  course  you  did  not  know  that  Hippie  had 
stolen  any  of  that  money  ? 

Mr.  Segal.  No.  Many  of  those  items  went  right  before  the  board, 
as  I  understood.    And  there  were  not  so  many  of  them. 

The  Chairman.  You  speak  of  the  board  of  directors  passing  on 
these  loan  transactions? 

Mr.  Segal.  While  the  papers  had  certain  amounts 

The  Chairman.  This  money  that  he  embezzled  was  really  the 
money  that  Kissel  extracted  out  of  him,  was  it  not,  in  order  to 
keep  from  going  down? 

Mr.  Segal.  Yes. 

The  Chairman.  Now,  it  would  appear  there  was  a  long  corre- 
spondence between  yourself  and  Kissel,  and  Parsons  was  mixed  up 
into  it,  too,  was  he  not? 

Mr.  Segal.  I  do  not  know  much  about  Mr.  Parsons.  I  never  had 
any  transactions  with  him. 

The  Chairman.  Let  us  see.  Let  me  refresh  your  memory  a  little 
on  this.    I  read  from  page  16  of  this  Senate  document : 

But  that  is  not  all.  Segal,  of  course,  wanted  to  run  his  refinery  when  he 
felt  the  vise  he  was  in.  He  sent  to  Parsons,  who  had  appeared  as  counsel  in 
preparing  the  original  loan  papers  and  was  a  director  in  the  trust,  and  offered 
to  pay  the  loan. 

Did  you  ever  do  that? 

Mr.  Segal.  Did  I  send  Mr.  Kissel? 

The  Chairman.  That  is,  you  sent  to  Parsons?  It  does  not  say 
whom  you  sent.  You  sent  word  to  him  some  way  that  you  would 
like  to  get  the  refinery  to  operating? 

Mr.  Segal.  I  sent  word  through  Mr.  Kissel. 

The  Chairman.  You  sent  word  through  Mr.  Kissel? 

Mr.  Segal.  Yes. 

The  Chairman.  Then,  Mr.  Kissel  said  he  was  going  to  see  Mr. 
Parsons,  and  you  told  him  to  tell  Mr.  Parsons  that? 
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Mr.  Segal.  No;  Mr.  Kissel  transacted  everything. 
The  Chairman  (reading)  : 

Parsons  refused  to  receive  the  money. 

When  you  asked  Kissel  to  do  this  and  let  you  get  the  refinery 
started,  you  do  not  knoAV  who  he  would  go  to ;  you  do  not  loiow  to 
whom  he  would  submit  it? 

Mr.  Segal.  No,  sir. 

The  Chairman.  Would  he  tell  you  to  whom  he  went  to  apply? 

Mr.  Segal.  No,  sir ;  I  absolutely  thought  Mr.  Kissel  was  doing  the 
Avhole  transaction  until  he 

The  Chairman.  Yes ;  I  understand ;  but  while  this  was  going  on, 
while  you  were  trying  to  get  out  and  sell  your  bonds,  you  knew  that 
the  American  Sugar  Refining  Co.  was  behind  it? 

Mr.  Segal.  Yes. 

The  Chairman.  Then  when  you  applied  to  Mr.  Kissel  in  this 
way- 


Mr.  Segal.  Mr.  Kissel  would  do  it  himself. 

The  Chairman.  I  mean  when  you  would  ask  him  to  see  these 
people  ? 

Mr.  Segal.  Yes ;  I  asked  him  when  I  went  there,  "  Can  j^ou  not 
see  your  people?  "  He  told  me  he  saw  them,  and  he  could  not  get 
any  satisfaction. 

The  Chairman.  You  told  him  to  see  these  poeple,  and  he  told 
3'ou  that  he  saw  them,  and  he  could  not  get  anj^  satisfaction  ? 

Mr.  Segal.  No  ;  pardon  me.    I  saw  Mr.  Parsons,  I  believe,  once. 

The  Chairman.  You  saw  Mr.  Parsons  once? 

Mr.  Segal.  I  saw  him  only  for  a  minute,  and  he  said,  "  Bring  me 
the  money,  and  I  will  tell  you  what  I  will  do."  He  did  not  say  he 
would  not  do  it. 

The  Chairman.  You  went  to  him  with  your  proposition  to  sepa- 
rate these  securities  so  that  you  could  pay  a  part  of  the  loan,  at  least, 
and  get  the  refinery  to  operating  ? 

Mr.  Segal.  Yes ;  and  he  said,  "  You  bring  me  the  money,  and  I 
will  tell  you  what  I  will  do." 

The  Chairman.  Was  that  all  he  said  to  you? 

Mr.  Segal.  Yes ;  it  was  about  two  minutes. 

The  Chairman.  Two  minutes?  You  did  not  take  very  much  of 
his  time,  then  ? 

Mr.  Segal.  No,  sir. 

The  Chairman.  Did  you  make  repeated  applications  of  that  kind 
to  Mr.  Kissel,  you  say,  to  let  you  get  your  refinery  started,  so  that 
you  could  sell  your  bonds  and  run  it  ? 

Mr.  Segal.  Yes. 

The  Chairman.  And  every  time  he  would  tell  you,  "  Now,  I  will 
see  my  people  and  see  what  they  will  do  "  ? 

Mr.  Segal.  Yes. 

The  Chairman.  And  when  he  came  back  what  did  he  say  they 
would  do? 

Mr.  Segal.  He  could  not  get  any  satisfaction.  He  says  he  can 
not  get  any  satisfactory  answer. 

The  Chairman.  He  could  not  get  any  satisfactory  answer? 

Mr.  Segal.  Yes. 

The  Chairman.  During  all  this  time  when  this  loan  was  matured 
and  in  that  shape  where  it  could  be  collected,  so  far  as  collection  was 
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possible,  and  where  the  collaterals  could  be  sold  under  the  terms  of 
the  loan,  were  you  pajring  to  have  that  thing  extended  and  to  keep 
the  collaterals  from  being  sold? 

Mr.  Segal.  Yes. 

The  Chairman.  That  is  what  made  up  this  vast  amount  of  money, 
was  it  not,  the  payments  you  made  for  indulgence  after  maturity? 

Mr.  Segal.  Yes;  some. 

The  Chairman.  Some?     How  much  were  they? 

Mr.  Segal.  Probably  $25,000  or  $50,000.    I  do  not  remember. 

The  Chaiejian.  At  a  time — each  time? 

Mr.  Segal.  No;  say,  maturing  six  and  nine  months;  during  the 
time  that  they  kept  those  securities  down  there. 

The  Chairman.  They  kept  these  securities? 

Mr.  Segal.  Mr.  Kissel  kept  them. 

The  Chairman.  Unforeclosed.  They  kept  the  securities,  and  with 
the  debt  uncollected  from  the  time  of  its  maturity  up  to  the  time  of 
Hippie's  death,  did  they  not? 

Mr.  Segal.  Yes. 

The  Chairman.  When  Hippie  died  did  they  make  any  move  to 
collect  this? 

Mr.  Segal.  No. 

The  Chairman.  Mr.  Earle  took  charge  then  and  he  was  the  man 
that  did  the  moving,  was  he  not  ? 

Mr.  Segal.  Yes. 

The  Chairman.  How  long  was  it  from  the  time  that  this  loan 
matured  until  the  time  of  Mr.  Hippie's  suicide? 

Mr.  Segal.  I  do  not  remember. 

The  Chairman.  Do  you  remember  the  date  of  Mr.  Hippie's  sui- 
cide ? 

Mr.  Edmunds.  It  was  in  August,  1906. 

The  Chairman.  August,  1906.  When  was  this  loan  made — Sep- 
tember, 1904? 

Mr.  Edmunds.  It  was  either  late  in  July  or  early  in  August,  1906, 
that  Mr.  Hippie  died. 

The  Chairman.  That  was  a  year  and  a  half  afterwards,  and  mean- 
time, by  various  payments,  you  kept  the  loan  extended? 

Mr.  Segal.  Yes. 

The  Chairman.  Did  Mr.  Parsons  ever  write  you  any  letters  about 
this  transaction? 

Mr.  Segal.  I  do  not  remember  ever  receiving  a  letter  from  Mr. 

The  Chairman.  Did  Mr.  Kissel  ever  show  you  letters  that  Mr.  Par- 
sons had  written  to  him  about  it? 

Mr.  Segal.  I  do  not  remember.  -r     -n        i  t^xi      -j. 

The  Chairman.  You  do  not  remember.  I  will  read  you  a  little  of 
this  statement  from  page  16 : 

Mr.  Parsons  told  these  lawyers  that  he  could  do  nothing. 

I  suppose  those  were  your  lawyers. 

Mr  Parsons  told  these  lawyers  that  he  could  do  nothing;  that  the  collateral 
had  just  been  sent  to  the  auctioneer,  but  they  called  his  attention  to  a  criminal 
statute  of  New  Xork. 

Mr.  Segal.  Pardon  me;  what  lawyers  are  those? 
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The  Chaieman.  Your  lawyers.  Was  not  Untermeyer  your 
lawyer? 

Mr.  Segal.  Yes. 

The  Chairman  (reading) : 

but  they  called  Ms  attention  to  a  criminal  statute  of  New  York,  and  said  that 
it  that  was  the  case  they  would  have  to  take  certain  proceedings. 

Is  that  right? 

Mr.  Segal.  Yes;  I  remember  that. 

The  Chairman.  You  remember  that  now  ? 

Mr.  Segal.  Yes. 

The  Chairman  (reading) : 

Mr.  Parsons  thereupon  became  more  complaisant,  stated  that  he  did  not  want 
his  vacation  interfered  with,  or  Mr.  tJntermeyer's,  who  was  one  of  the  counsel, 
and  said  that  he  vrould  let  the  matter  stand  as  It  was. 

Is  that  right? 

Mr.  Segal.  That  is  right. 

The  Chairman  (readmg)  : 

This,  I  believe,  was  in  June,  1904. 

Is  that  right? 

Mr.  Segal.  That  is  right. 

The  Chairman.  June,  1904.     I  read  further: 

and  from  that  day  to  this — almost  1907 — this  enormous  refinery  has  not  served 
the  people.  During  this  period,  however,  the  pressure  on  Segal  continued. 
Parsons  would  write  a  severe  letter  to  Segal. 

Do  you  recollect  that? 

Parsons's  agent.  Kissel,  would  then  turn  up  and  write  Segal's  answer  to  Ms 
principal. 

Do  you  remember  that?     He  says: 
Parsons  would  write  a  severe  letter  to  Segal. 

Mr.  Segal.  I  do  not  remember. 

The  Chairman.  Did  Mr.  Earle  have  your  papers  ? 

Mr.  Segal.  Yes. 

The  Chairman.  He  had  your  correspondence,  did  he  not,  after  he 
Became  receiver  for  the  concerns? 

Mr.  Segal.  Yes. 

The  Chairman.  About  these  very  matters;  about  this  Kissel  loan? 

Mr.  Segal.  Yes ;  I  think  he  had  those  letters. 

The  Chairman.  You  think  he  had  them? 

Mr.  Segal.  Yes. 

The  Chairman  (reading)  : 

Parsons's  agent.  Kissel,  would  then  turn  up,  and  write  Segal's  answer  to  his 
principal. 

That  is  Parsons.     Is  that  right? 

Mr.  Segal.  I  used  to  receive  the  letters  from  Kissel  and  not  from 
Parsons. 

The  Chairman.  That  part  of  it,  then,  is  a  little  wrong? 

Mr.  Segal.  I  think  so. 

The  Chairman.  You  are  not  certain? 

Mr.  Segal.  I  do  not  remember  ever  receving  a  letter  from  Mr. 
Parsons. 

Mr.  Eakee.  I  do  not  think  he  quite  gets  the  purport  of  what  that 
means. 
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The  Chairman.  Yes;  I  think  he  does.  The  statement  here  is  that 
Parsons  would  write  you  a  severe  letter. 

Mr.  Segal.  The  only  recollection  I  have  is  from  Mr.  Kissel. 

The  Chaikman.  You  have  told  us  about  that,  except  that  you  went 
to  see  Mr.  Parsons.  Did  you  ever  see  Mr.  Parsons  more  than  once 
about  this  matter? 

Mr.  Segal.  I  do  not  think  I  ever  saw  him  more  than  once. 

Mr.  Edmunds.  Mr.  Chairman,  will  you  ask  later  also  whether  or 
not  in  all  the  rest  of  his  testimony  bearing  on  what  Mr.  Parsons 
may  have  done  he  is  testifying  now  from  hearsay  and  from  knowl- 
edge he  got  from  others,  and  not  from  direct  information  ? 

The  Chairman.  I  do  not  understand  him  to  say  that  Mr.  Parsons 
has  done  anything  yet. 

Mr.  Edmunds.  He  did  say  that  he  had  a  conversation  of  two  min- 
utes with  Mr.  Parsons. 

The  Chairman.  Yes ;  and  Parsons  said,  "  Bring  me  the  money  and 
I  will  let  you  know  what  I  will  do. 

Mr.  Edmunds.  Yes ;  I  just  wanted  it  to  be  made  clear  that  he  was 
not  testifying  from  his  own  knowledge. 

The  Chairman.  Well,  we  are  trained  lawyers,  of  course,  and  we 
will  distinguish  between  what  is  hearsay  and  what  is  not. 

Mr.  Segal.  I  do  not  remember  receiving  any  letters  from  Mr. 
Parsons  ? 

The  Chairman.  And  that  one  time  is  the  only  time  you  remember 
seeing  Mr.  Parsons  ? 

Mr.  Segal.  Yes;  I  do  not  remember. 

The  Chairman.  If  Mr.  Parsons  wrote  you  Mr.  Earle  would  have 
had  access  to  the  letters,  would  he  not? 

Mr.  Segal.  I  do  not  remember  ever  receiving  a  letter  from  Mr. 
Parsons. 

The  Chairman.  You  do  not  remember,  then,  whether  Mr.  Kissel 
wrote  any  answers  or  suggested  how  you  should  write  in  answer  to 
Mr.  Parsons? 

Mr.  Segal.  I  think  I  wrote  a  letter  to  Mr.  Parsons,  and  Mr.  Kissel 
dictated  to  me  how  I  should  write  it. 

The  Chairman.  That  is  the  very  point  I  was  getting  at.  You  do 
remember  one  letter  that  you  wrote  when  Mr.  Kissel  dictated  to 
you  how  you  should  write  ? 

Mr.  Segal.  Yes. 

The  Chairman.  What  was  the  substance  of  that  letter.  Why  were 
you  writing  to  Mr.  Parsons,  and  what  about,  and  what  did  Mr.  Kis- 
sel dictate? 

Mr.  Segal.  In  regard  to  paying  the  money;  that  I  had  to  have 
more  time. 

The  Chairman.  And  did  you  make  any  suggestion  that  you  were 
willing  to  pay  for  that  time ;  to  pay  extra  for  it  ? 

Mr.  Segal.  That,  I  do  not  remember. 

The  Chairman.  That,  you  do  not  remember  ? 

Mr.  Segal.  But  I  do  remember  Mr.  Kissel  doing  that,  and  I  said 
that  he  would  give  me  more  time  I  would  pay  it.  _ 

The  Chairman.  If  he  would  give  you  more  time  you  would  pay 
him.  Gentlemen,  that  concludes  all  the  questions  that  I  personally 
care  to  ask.  Does  any  other  member  want  to  supplement  the  exam- 
ination in  any  respect  ? 
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Mr.  Malbt.  Did  Mr.  Earle  describe  the  proceedings  subsequent 
to  this  fully,  up  to  the  time  the  case  was  tried  and  settled  ? 

The  Chairman.  No;  it  is  not  in  this  document,  because  these 
letters  were  written  before  the  case  went  to  trial.  What  I  have 
been  reading  here  is  Mr.  Earle's  account  of  what  happened  between 
these  various  parties  and  Mr.  Segal. 

Mr.  Malby.  The  account  given  by  Mr.  Segal  stops  at  a  certain 
point. 

The  Chairman.  Where  Mr.  Earle  took  charge? 

Mr.  Malbt.  Yes ;  I  presume  where  Mr.  Earle  took  charge. 

The  Cpiairman.  Yes. 

Mr.  Malby.  And  everything  up  to  that  point  is  fully  described 
in  his  testimony? 

The  Chairman.  Yes. 

Mr.  Malby.  You  had  an  attorney  at  that  time,  during  that  time, 
had  you? 

The  Chairman.  The  gentleman  asks,  Mr.  Segal,  if  you  had  a 
lawyer  during  that  time,  an  attorney,  counsel? 

Mr.  Segal.  Yes. 

Mr.  Malby.  Who  was  he? 

Mr.   Segal.  Mr.   Sparhawk. 
_  Mr.  Malby.  Did  you  consult  him  about  these  various  transac- 
tions ? 

Mr.  Segal.  Yes,  sir. 

Mr.  Malbj.  "What  was  he  doing  during  the  time  these  fellows 
were  robbing  you? 

Mr.  Segal.  He  did  not  know  anything  about  it. 

Mr.  Malby.  Did  you  not  tell  your  lawyer  what  you  were  doing? 

Mr.  Segal.  No;  not  in  that  line. 

Mr.  Malby.  You  can  not  make  very  much  use  of  him  unless  you 
do.  _  I  was  wondering  what  he  was  doing.  I  think  that  is  all,  Mr. 
Chairman. 

The  Chairman.  Gentlemen,  are  there  any  further  questions  to  put 
to  the  witness? 

Mr.  Raker.  Did  you  not  consult  your  lawyer  in  regard  to  the 
extension  of  time? 

Mr.  Segal.  Yes;  I  did.     That  was  Untermeyer. 

Mr.  Eaker.  Did  you  not  consult  with  your  attorney  in  Philadel- 
phia on  that  subject? 

Mr.  Segal.  Yes. 

Mr.  Raker.  What  was  his  name? 

Mr.  Segal.  Sparhawk. 

Mr.  Raker.  What  is  his  first  name? 

Mr.  Segal.  John. 

Mr.  Raker.  Did  you  not  consult  with  himwhen  these  debts  be- 
came due? 

Mr  Segal.  He  is  the  one  who  went  over  to  New  York,  who  tried 
with  Untermeyer  to  stop  the  sale. 

Mr.  Raker.  You  do  not  mean  to  say  that  when  the  debts  became 
due  and  when  they  attempted  to  sell  these  securities  and  you  advised 
your  attorney  of  that  fact,  in  addition  to  that  you  employed  Unter- 
meyer to  assist  him  ?  j  t-    j 

Mr.  Segal.  Yes. 
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Mr.  E.AiiER.  And  that  you  did  not  tell  them  what  you  did  in  regard 
to  getting  the  extension  of  time  ? 

Mr.  Segal.  That  I  did  not  tell  who,  please? 

Mr.  Eaker.  Your  attorneys.. 

Mr.  Segal.  I  did  tell  them  that. 

Mr.  Eaker.  You  told  them  how  much  you  paid  for  the  extension 
of  time? 

Mr.  Segal.  Yes ;  at  that  time  I  did. 

Mr.  Eaker.  You  did  not  explain  that  to  Mr.  Malby  just  a  moment 
ago.  What  did  they  advise  you  on  that  when  you  told  them  you 
were  going  to  pay  this  amount  of  money  ? 

Mr.  Segal.  They  advised  me  not  to  pay  them  a  cent,  and  they 
would  help  get  the  securities. 

Mr.  Eaker.  What  did  you  do  right  there  when  they  told  you  not 
to  pay  them  a  cent? 

Mr.  Segal.  I  did  not  pay  them  any  more. 

Mr.  Eaker.  Oh,  you  had  paid  the  money  before  this  time? 

Mr.  Segal.  Yes. 

Mr.  Eaker.  And  when  your  attorneys  advised  you  not  to  pay  any 
more,  then  there  you  quit  paying? 

Mr.  Segal.  Yes,  sir;  that  is  right,  except  my  other  transactions 
that  I  had  with  Mr.  Kissel. 

Mr.  Eaker.  The  chairman  asked  you,  but  you  did  not  make  it 
plain.  You  stated  that  Mr.  Kissel  dictated  to  you  the  kind  of  a  letter 
to  write  to  the  attorney  of  the  American  Sugar  Eefining  Co.  ? 

Mr.  Segal.  Yes. 

Mr.  Eaker.  You  remember  that  fact  and  that  circumstance  ? 

Mr.  Segal.  Yes ;  Mr.  Kissel  dictated  that  letter  for  me  to  write  to 
Mr.  Parsons. 

Mr.  Eakee.  Mr.  Parsons,  who  was  the  attorney  representing  the 
American  Sugar  Co.? 

Mr.  Segal.  Yes. 

Mr.  Eaker.  In  that  same  connection,  can  you  not  just  place  your 
mind  back  to  the  time  when  you  wrote  that  letter,  the  circumstance 
and  the  occasion  of  its  writing,  and  the  letter  that  you  received  that 
caused  Kissel  to  have  you  write  this  letter? 

Mr.  Segal.  Kissel  then  began 

Mr.  Eaker  (interrupting).  No;  I  want  to  get  that  other  letter 
first.  Don't  you  remember  as  a  fact,  now,  that  you  received  this 
letter  from  the  attorney  for  the  American  Sugar  Eefining  Co.  that 
you  must  pay  your  debt  or  the  securities  would  be  sold  ? 

Mr.  Segal.  Yes ;  I  remember  it  now. 

Mr.  Eaker.  That  is  what  I  am  trying  to  get  at.  If  a  man  can  re- 
member the  circumstance  of  answering  a  letter  and  a  man  dictating 
the  answer  for  him,  you  know  it  always  seems  to  me,  if  he  would 
just  stop  to  fix  his  mind  on  it,  he  will  be  immediately  ready  to  say 
what  the  circumstances  were  that  caused  him  to  write  that  letter. 

Mr.  Segal.  I  will  be  very  glad  to  answer  you  anything  I  know. 

Mr.  Eakee.  I  have  my  own  peculiar  way  of  getting  at  these  things. 
You  remember  this  circumstance  of  getting  this  letter  from  Parsons  ? 

Mr.  Segal.  I  do. 

Mr.  Eaker.  Give  the  substance  of  it. 

Mr.  Segal.  It  was  simply  a  letter  that  he  wanted  his  money. 
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Mr.  Eakee.  Wanted  his  money,  or  the  corporation  wanted  its 
money  ? 

Mr.  Segal.  The  corporation  wanted  their  money. 

Mr.  Eaker.  Can  you  remember  how  many  letters  of  that  kind  you 
received  from  Mr.  Parsons,  the  attorney  for  the  company? 

Mr.  Segal.  I  do  not  think  I  received  more  than  one  letter. 

Mr.  Eaker.  Not  more  than  one  letter  ? 

Mr.  Segal.  Yes.  I  showed  that  letter  to  Mr.  Kissel,  and  Mr, 
Kissel  dictated  to  me  a  letter  to  Mr.  Parsons,  and  that  ended  it  for 
the  time. 

Mr.  Eakee.  Did  Kissel  dictate  any  other  letters  save  and  except 
this  one  you  have  referred  to  now  in  relation  to  this  matter?  I  do 
not  care  what  time  it  was. 

Mr.  Segal.  When  they  sent  their  securities  to  be  sold  Mr.  Kissel 
got  frightened. 

Mr.  Eakee.  Frightened? 

Mr.  Segal.  Yes ;  and  he  dictated  a  letter  for  me  to  write. 

Mr.  Eakee.  To  the  company? 

Mr.  Segal.  To  the  company,  and  he  is  the  one  who  advised  me  to 
talk  to  Untermeyer. 

Mr.  Eakee.  Oh,  I  see. 

Mr.  Segal.  I  did  not  know  Untermeyer.  Mr.  Kissel  is  the  one  who 
advised  me  to  see  at  once  Mr.  Untermeyer,  and  Untermeyer  stopped 
it.  I  remember  we  expected  the  following  day  to  have  the  securities 
sold. 

Mr.  Eakee.  Did  Kissel  and  yourself  and  your  local  attorney  dis- 
cuss the  matter  together? 

Mr.  Segal.  Kissel  was  very  friendly. 

Mr.  Eakee.  With  your  local  attorney? 

Mr.  Segal.  Yes — no;  with  me.  He  wanted  to  help  me  when  he 
saw  the  securities  were  going  to  be  sold. 

Mr.  Eakee.  You  do  not  quite  understand.  Your  attorney  in  Phil- 
adelphia— Sparhawk — is  the  one  to  whom  I  am  referring.  Did  you, 
together  with  Kissel  and  Sparhawk,  discuss  this  matter?  That  is 
what  I  want  to  know. 

Mr.  Segal.  I  think  we  did.  Mr.  Sparhawk  went  to  New  York  at 
once,  and  he  went  to  see  Mr.  Beck,  and  Mr.  Beck  went  over  to — Mr. 
Sparhawk  ran  over  to  see  Mr.  James  Beck,  and  Mr.  Beck  went  over 
to  Untermeyer,  and  Mr.  Untermeyer  wrote  that  letter  and  that 
stopped  the  sale. 

Mr.  Eakee.  You  understand  at  that  time  Mr.  Beck  was  not  the 
attorney  for  the  American  Sugar  Eefining  Co.  ? 

Mr.  Segal.  Oh,  no ;  he  was  not. 

Mr.  Eaker.  I  did  not  know  anything  about  the  circumstances. 

The  Chairman.  Gentlemen,  is  there  anything  else  to  ask  this 
witness  ? 

Mr.  Stjlzee.  Mr.  Segal,  what  induced  you  to  go  into  building  the 
sugar  plant  ? 

Mr.  Segal.  I  have  built  70  plants  in  this  country.  I  am  an  engi- 
neer by  trade,  from  home. 

Mr.  Gabeett.  Do  you  mean  70  sugar  plants  ? 

Mr.  Segal.  No.  I  am  the  only  one  in  this  country  who  is  building 
complete  plants.  If  you  want  an  ice  plant,  or  a  paper  mill,  you  have 
to  buy  a  piece  of  ground,  you  have  to  get  an  architect  and  an  engi- 
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neer,  and  it  is  an  expensive  business,  and  then  you  don't  know  where 
you  are.  Before  you  get  through,  that  plant  may  cost  youTwTce  as 
much  or  may  take  three  times  as  long.  "^But  I  take  the^contrlct  for 
the  whole  business  from  beginning  to  end.  I  have  built  the  biggest 
plants  m  this  country,  and  I  have  never  done  anything  else 

Mr.  SuLZEE.  Before  you  built  this  Pennsylvania  sugar  plant  had 
you  ever  built  any  other  sugar  plants  ? 

Mr.  Segal.  Yes,  sir. 

Mr.  SiTLZER.  Where? 

Mr.  Segal.  I  built  one  in  Camden. 

Mr.  SuLZEE.  New  Jersey? 

Mr.  Segal.  New  Jersey;  yes. 

Mr.  Sulzee.  What  capacity  was  that? 

Mr.  Segal.  When  it  comes  to  sugar,  it  depends  on  what  kind  of 
sugar.  You  take  96  centrifugals  or  90  centrifugals,  and  you  will  not 
make  so  many  pounds  of  sugar  as  you  will  make  of  the  lower  grades 
of  sugar. 

Mr.  Sulzee.  Is  that  part  of  the  operation  now  ? 

Mr.  Segal.  No. 

Mr.  StTLZEE.  After  you  built  it,  what  did  you  do  with  it  ? 

Mr.  Segal.  That  plant  was  bought  by  a  party  in  New  Orleans. 
He  afterwards  turned  it  over  to  the  Sugar  Trust. 

Mr.  SuLzEE.  The  Sugar  Trust  got  that  plant  in  Camden  ? 

Mr.  Segal.  Yes. 

Mr.  SuLZEE.  The  next  one  you  built  was  this  Pennsylvania  sugar 
plant? 

Mr.  Segal.  Yes. 

Mr.  Stjlzee.  Were  you  building  it  out  of  your  own  money  ? 

Mr.  Segal.  I  put  in  considerable  money  of  my  own. 

Mr.  Stjlzee.  And  your  friends'  money? 

Mr.  Segal.  Yes. 

Mr.  Stjlzee.  Were  you  building  it  with  the  intention  of  selling  it  ? 

Mr.  Segal.  No.  That  plant  was  absolutely  built  with  the  expecta- 
tion of  running  it. 

Mr.  Sulzee.  You  had  no  intention,  when  you  were  building,  of 
selling  it  as  soon  as  it  was  fijaished  ? 

Mr.  Segal.  No. 

Mr.  Stjlzee.  You  are  not  an  experienced  manufacturer  of  sugar, 
are  you? 

Mr.  Segal.  No,  sir;  I  am  not. 

Mr.  Sulzee  You  have  never  been  in  the  sugar  business,  have  you  ? 

Mr.  Segal.  No,  sir. 

Mr.  Stjlzee.  You  do  not  know  anything  about  the  manufacture  of 
sugar? 

Mr.  Segal.  No. 

Mr.  SuLZEK.  Would  you  run  the  plant  yourself,  or  hire  some  one 
to  run  it  for  you? 

Mr   Segal.  I  would  have  people  to  run  it. 

Mr'  SuLZEK.  People  familiar  with  the  manufacture  of  sugar? 

M  '  ^TiLZEK.  When  you  contemplated  building  this  Pennsylvania 
^^-     T  ^i-    vou  knew  it  was  going  to  be  a  very  expensive  under- 

Mr.  Segal,   les. 
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Mr.  SuLZEE.  You  did  not  have  very  much  money  at  that  time, 
did  you? 

Mr.  Segal.  No. 

Mr.  SxjLZEH.  Who  did  you  get  to  help  you  ? 

Mr.  Segal.  I  got  some  people  that  took  some  of  the  bonds. 

Mr.  Stjlzee.  Pennsylvania  people? 

Mr.  Segal.  Philadelphia  people  and  some  New  York  people. 

Mr.  SuLZEE.  Who  were  they? 

Mr.  Segal.  There  was  Mr.  Frank  Tilford,  in  New  York. 

Mr.  SuLZEE.  How  much  money  did  he  put  in  ? 

Mr.  Segal.  I  think  $260,000. 

Mr.  SuLZEE.  How  much  did  you  put  in? 

Mr.  Segal.  I  put  in  $200,000. 

Mr.  SuLZEE.  About  $200,000? 

Mr.  Segal.  Yes. 
"  Mr.  SuLZEE.  Wlio  else  put  in  money  ? 

Mr.  Segal.  A  man  by  the  name  of  Synott. 

Mr.  SuLZEE.  Where  does  he  live  ? 

Mr.  Segal.  He  lives  in  Jersey. 

Mr.  SuLZEK.  How  much  did  he  put  in? 

Mr.  Segal.  I  think  about  $160,000. 

Mr.  Stjlzee.  Did  anybody  else  put  any  money  in  ? 

Mr.  Segal.  Another  estate  about  $150,000. 

Mr.  SuLZEE.  What  estate? 

Mr.  Segal.  I  have  forgotten  the  name  at  this  moment — yes;  it 
was  the  Leech  estate. 

Mr.  Stjlzee.  L-e-e-c-h? 

Mr.  Segal.  Yes. 

Mr.  SuLZEE.  That  is  in  Philadelphia  ? 

Mr.  Segal.  Yes. 

Mr.  Stjlzee.  The  Leech  estate  put  in  about  $200,000? 

Mr.  Segal.  No_;  aboTit  $150,000^  I  think.  _ 

Mr.  SuLZEE.  Did  anybody  else  put  anything  in? 

Mr.  Segal.  I  do  not  think  so.  I  do  not  think  of  anybody  else  at 
this  time. 

Mr.  Stjlzee.  All  told,  there  was  actually  put  in  by  you  and  your 
friends  in  the  erection  of  the  Pennsylvania  sugar  plant  about  $700,000 
or  $800,000? 

Mr.  Segal.  There  was  put  in  much  more  than  $1,300,000  or 
$1,400,000. 

Mr.  Sltlzek.  Who  contributed  all  the  rest  of  the  money  ? 

Mr.  Segal.  I  put  it  up — I  borrowed  some  money. 

Mr.  Sulzee.  Was  there  a  mortgage  on  it? 
•     Mr.  Segal.  No;  bonds. 

Mr.  Sulzee.  You  have  only  told  us  about  $800,000. 

Mr.  Segal.  There  may  be  some  more.  If  it  is  important,  I  can 
send  you  the  names.     I  think  I  could  find  them. 

Mr.  Sulzee.  I  wish  you  would,  so  we  can  tell  just  who  put  money 
into  the  Pennsylvania  sugar  refining  plant. 

After  all  this  money  was  expended,  the  plant  was  practically  com- 
pleted, was  it  not? 

Mr.  Segal.  That  plant  was  practically  completed  when  that  loan 
was  made. 

Mr.  Sulzee.  When  the  Kissel  loan  was  made  ? 
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Mr.  Segal.  Yes. 

Mr.  Stjlzee.  If  the  plant  was  completed,  and  you  had  all  those 
bonds  that  you  had  not  sold 

Mr.  Segal  (interrupting).  But  I  did  not  have  them. 

Mr.  Stjlzee.  Who  had  the  bonds  ? 

Mr.  Segal.  I  had  some  hypothecated. 

Mr.  SuLZEE.  You  had  some  hypothecated  and  still  you  had  others  ? 

Mr.  Segal.  The  issue  of  it  was  $2,500,000. 

Mr.  SuLZEE.  How  much  did  you  have  left? 

Mr.  Segal.  I  could  not  tell  you. 

Mr.  Stjlzee.    You  had  a  good  many  of  the  bonds  left  ? 

Mr.  Segal.  I  hypothecated  some  at  a  very  low  figure. 

Mr.  Stjlzee.  Of  course  you  did,  but  still  you  had  bonds  left,  and 
you  had  your  plant  constructed  and  you  were  all  ready  for  opera- 
tion.    Why  did  you  not  begin  to  manufacture  sugar  ? 

Mr.  Segal.  Because  the  bonds  had  been  with  those  people,  with 
Mr.  Kissel,  and  I  didn't  have  the  right  to  do  it.  I  needed  the  money. 
This  is  not  the  only  plant  I  had.    I  needed  the  money. 

Mr.  SuLZEE.  I  will  come  to  that  directly.  The  point  I  am  trying 
to  get  on  the  record  now  is  that  you  had  this  sugar  plant  com- 
pleted? 

Mr.  Segal.  But  not  paid  for. 

Mr.  SuLZEE.  Exactly,  and  you  could,  if  you  wanted  to,  begin  the 
manufacture  of  sugar? 

Mr.  Segal.  No,  I  could  not ;  not  under  those  conditions.  Before  it 
was  practically  finished,  I  had  this  transaction  with  Mr.  Kissel.  I 
needed  money  for  some  other  plants. 

Mr.  Stjlzee.  You  did  not  need  money  for  the  sugar  plant,  but  you 
needed  money  for  your  apartments? 

Mr.  Segal.  I  needed  money  for  sugar  plants,  to  pay  the  indebted- 
ness. 

Mr.  Stjlzee.  You  needed  money  for  the  sugar  plant,  and  also 
needed  money  for  your  apartments? 

Mr.  Segal.  Yes. 

Mr.  Stjlzee.  Is  it  not  a  fact  that  you  were  more  anxious  to  bor- 
row money  to  go  on  with  the  construction  of  your  apartments  than 
you  were  to  manufacture  sugar? 

Mr.  Segal.  No;  I  did  not  have  the  money.  I  could  not  get  the 
money.  If  I  would  have  paid  for  the  plant  complete,  I  had  parties 
who  were  ready  to  advance  the  working  capital.  For  instance,  Mr. 
Earle  himself — I  did  not  go  there,  but  a  party  went  there,  and  he 
said,  "  If  you  will  pay  for  the  plant  and  have  a  clean  building  there, 
I  will  furnish  the  working  capital." 

Mr.  Stjlzee.  How  far  along  had  you  gotten  with  the  construction 
of  your  apartments  at  the  time  you  asked  Mr.  Kissel  for  the  loan  ? 

Mr.  Segal.  I  was  building  it.  I  was  probably  on  the  fifth  or  sixth 
floor. 

Mr.  Stjlzee.  About  half  done? 

Mr.  Segal.  About  half  done. 

Mr.  SuLZEE.  And  you  were  at  the  end  of  your  financial  resources  ? 

Mr.  Segal.  Yes,  sir. 

Mr.  SuLZEK.  And  you  had  to  have  money  ? 

Mr.  Segal.  Yes,  sir. 
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Mr.  SuLZEE.  Or  you  had  to  stop  absolutely  on  the  work  you  were 
doing  on  the  apartment? 

Mr.  Segal.  I  had  some  other  work  outside  the  apartment  and  the 
sugar.    I  had  eight  or  nine  different  other  plants  building. 

Mr.  SuLZER.  Did  you  use  any  of  the  money  that  you  got  from  the 
sale  of  the  bonds  of  the  Pennsylvania  Sugar  Refining  Co.  in  the  con- 
struction of  your  apartments? 

Mr.  Segal.  I  did.  I  was  building  myself,  and  I  had  a  right  to 
take  the  money.  If  I  needed  to-day  a  working  capital  for  a  certain 
plant  and  had  money  from  the  other  plants,  I  used  it. 

Mr.  SuLZEE.  In  other  words,  you  held  these  bonds  of  the  sugar 
plant? 

Mr.  Segal.  Yes ;  my  construction  company,  which  was  practically 
me. 

Mr.  SuLZEE.  Your  construction  company  held  the  bonds? 

Mr.  Segal.  Yes ;  they  paid  me  the  bonds  for  the  work. 

Mr.  SrrLZEE.  You  got  the  bonds — the  construction  company,  which 
was  yourself,  got  all  the  bonds? 

Mr.  Segal.  No  ;  only  $2,500,000 ;  not  all  the  bonds  that  were  left  in 
the  treasury. 

Mr.  SuLzEE.  $2,500,000  of  bonds? 

Mr.  Segal.  Yes. 

Mr.  SuLzEE.  How  many  bonds  did  you  issue? 

Mr.  Segal.  $3,000,000. 

Mr.  SuLzER.  And  $500,000  were  left  in  the  treasury? 

Mr.  Segal.  Yes. 

Mr.  Sdlzee.  The  other  $2,500,000  you  got  as  a  construction  com- 
pany? 

Mr.  Segal.  Yes. 

Mr.  Stjlzer.  You  were  the  construction  company,  and  you  sold 
these  bonds  for  whatever  you  could  get  for  them,  and  you  used  part 
of  the  money  for  the  construction  and  finishing  of  the  sugar  plant 
and  part  of  the  money  for  the  apartment? 

Mr.  Segal.  Yes. 

Mr.  SuLZER.  And  the  sugar  plant  was  completed  at  the  time  you 
went  to  Kissel,  and  the  apartments  were  about  half  completed  ? 

Mr.  Segal.  When  I  say  completed,  it  was  not  absolutely  com- 
pleted.   There  was  something  to  be  done  yet  to  the  refinery. 

Mr.  SuLZER.  But  you  have  testified,  and  there  are  others  who 
have  testified  the  sugar  plant  was  practically  ready  for  operation  at 
the  time  you  asked  Mr.  Kissel  for  the  loan.  You  say  you  were  short 
of  funds  and  you  had  to  have  money  and  you  went  to  Mr.  Kissel. 
Why  did  you  go  to  Mr.  Kissel  ?     Did  you  know  him  ? 

Mr.  Segal.  Because  I  had  a  loan  from  Mr.  Kissel  of  $250,000 
before. 

Mr.  Stjlzee.  What  security  did  you  give  him  for  that  ? 

Mr.  Segal.  For  the  $250,000  ? 

Mr.  SuLZER.  Yes. 

Mr.  Segal.  I  gave  him  a  mortgage. 

Mr.  Stjlzee.  Mortgage  on  what? 

Mr.  Segal.  $250,000  on  the  apartment  house,  when  I  was  about 
three  or  four  stories  high  with  the  work. 

Mr.  SuLZER.  How  much  did  you  tell  Mr.  Kissel  you  needed  ? 

Mr.  Segal.  Only  $250,000. 
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Mr.  StTLZEE.  Did  he  volunteer- 


Mr.  Segal  (interrupting).  When  he  made  the  loan  of  $250,000  I 
did  not  see  him.  I  had  no  personal  acquaintance  with  him.  I  sent 
my  young  man  to  New  York  to  get  a  loan  of  $50,000  from  the  mort- 
gage and  trust  company,  and  the  president  said  to  my  young  man, 
"  I  will  take  you  to  a  friend  of  mine  who  will  give  you  the  $250,000,'^ 
Mr.  Kissel,  and  Mr.  Kissel  called  me  on  the  phone.  I  did  not  know 
the  man  and  he  did  not  know  me. 

Mr.  SuLZEE.  You  have  never  seen  him  ? 

Mr.  Segal.  No  ;  and  he  made  that  $250,000  loan  for  60  days. 

Mr.  SuLZEK.  And  it  was  a  question  of  the  time  for  the  repayment 
of  that  loan  that  you  first  met  Mr.  Kissel  ? 

Mr.  Segal.  Not  after  the  expiration,  but  two  or  three  weeks  later. 
I  came  to  New  York  and  went  over  to  see  him. 

Mr.  SuLZEE.  Where  did  you  see  him  in  New  York  ? 

Mr.  Segal.  At  his  office. 

Mr.  SuLZEE.  Where? 

Mr.  Segal.  He  had  an  office  in  the  Mutual  Life  Building. 

Mr.  SuLZEE.  Did  you  know  that  Mr.  Kissel  was  acting  for  the 
American  Sugar  Eefining  Co.? 

Mr.  Segal.  No,  sir;  I  did  not. 

Mr.  Stjlzee.  You  did  not  know  anything  about  that? 

Mr.  Segal.  No.    He  loaned  me  $260,000  himself. 

Mr.  Stjlzee.  You  never  knew  that  Mr.  Kissel  was  acting  directly 
or  indirectly  for  the  American  Sugar  Refining  Co.  until  some  time 
afterwards,  when  you  and  he  had  dinner,  and  he  said 

Mr.  Segal  (interrupting).  About  six  or  eight  weeks  after  the 
loan. 

Mr.  Stjlzee.  After  the  loan  was  made  ? 

Mr.  Segal.  Yes. 

Mr.  SuLZEE.  And  then  Mr.  Kissel  said  to  you  it  did  not  make  any 
difference  where  the  money  came  from? 

Mr.  Segal.  When  we  were  talking,  he  spoke  about  Mr.  Have- 
meyer  two  or  three  times.  I  said,  "  Look  here,  you  have  been  talking 
so  much  about  Mr.  Havemeyer.  Don't  you  think  the  money  came 
from  there  ?  "  He  said,  "  Suppose  it  does  come  from  there  ?  "  He 
became  afterwards  a  friend  of  mine,  and  he  talked  it  over  with  me. 
He  said,  "  Suppose  it  did  come  from  there ;  you  needed  it,  and  you 
got  it." 

Mr.  Stjlzee.  When  you  got  the  money  and  agreed  that  you  would 
not  operate  the  sugar  plant,  you  were  not  acting  in  the  interest  of 
the  bondholders,  were  you  ? 

Mr.  Segal.  They  were  all  my  friends,  and  I  wanted  money  to  pay 
the  balance,  and  they  could  pay  it,  and  they  did  not  put  it  up,  and  I 
went  to  them  and  I  told  them  that  "  I  have  got  to  do  something." 

Mr.  Stjlzee.  Did  all  of  the  bondholders  agree  to  that  ? 

Mr.  Segal.  No.  I  told  these  people  before  that  that  "  I  have  got 
to  have  $750,000  more,"  and  I  wanted  each  bondholder  to  take  a 
pro  rata,  and  they  could  not,  and  some  would  not.  I  could  not  stand 
that  racket.    I  had  to  do  something;  I  needed  money. 

Mr.  Stjlzee.  In  order  to  get  the  money  to  go  on  with  the  work  you 
were  "doing,  you  agreed  that  you  would  not  operate  the  sugar  plant? 

Mr.  Segal.  Yes,  sir. 
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Mr.  Sttlzee.  You  knew  at  that  time  that  the  money  was  coming 
from  the  American  Sugar  Eefining  Co.  ? 

Mr.  Segal.  No ;  I  did  not. 

Mr.  SuLZEE.  How  long  after  that  did  you  know  it  ? 

Mr.  Segal.  About  two  months. 

Mr.  SuLZER.  About  two  months  afterwards? 

Mr.  Segal.  Yes. 

Mr.  SuLZEE.  That  sugar  plant  has  never  been  operated,  has  it? 

Mr.  Segal.  No,  sir ;  never. 

Mr.  StJLZEE.  It  still  stands  there? 

Mr.  Segal.  It  still  stands  there  in  an  excellent  condition. 

Mr.  StJLZEE.  Practically  in  as  good  condition  to-day  as  it  was  when 
you  finished  building  it  ? 

Mr.  Segal.  Yes. 

Mr.  SuLZEE.  And  still  controlled  by  the  American  Sugar  Eefining 
Co.? 

Mr.  Segal.  No ;  oh,  no. 

Mr.  SuLZEE.  Who  controls  it  now  ? 

Mr.  Segal.  The  Real  Estate  Trust  Co. 

Mr.  SuLZEE.  Through  the  receiver? 

Mr.  Segal.  Yes;  through  the  receiver — no,  not  the  receiver 

Mr.  Edmunds  (interrupting).  Mr.  Earle  explained  yesterday — at 
least,  I  thought  he  did — that  the  bondholders  of  the  Pennsylvania 
Sugar  Eefining  Co.  now  hold  the  key  to  the  situation.  There  has 
been  quite  a  little  litigation  in  Philadelphia  to  determine  who  are 
the  bondholders,  and  the  master  appointed  by  the  court  to  inquire 
into  that  matter  handed  down  his  report  within  the  past  two  weeks, 
and  after  the  usual  time  elapses  for  the  confirmation  of  the  report  I 
suppose  the  bondholders  will  be  in  position  to  have  a  sale  under  the 
bonds,  if  it  is  their  wish  to  do  so ;  but  the  bondholders  now,  according 
to  Mr.  Earle's  statement,  control  the  Pennsylvania  Sugar  Eefining 
Co. 

Mr.  SuLZEE.  You  never  met  Mr.  Havemeyer  yourself? 

Mr.  Segal.  No. 

Mr.  SuLzEE.  Never  went  to  112  Wall  Street,  the  American  Sugar 
Eefining  Co.'s  office? 

Mr.  Segal.  I  do  not  know  any  of  these  gentlemen. 

Mr.  SuLZEE.  You  are  still  in  the  building  business  ? 

Mr.  Segal.  Yes,  sir. 

Mr.  SuLZEE.  You  do  not  expect  to  build  any  more  sugar  plants, 
do  you  ? 

Mr.  Segal.  If  I  get  good  contracts,  I  will  do  it. 

Mr.  SuLZEE.  Notwithstanding  your  past  experience? 

Mr.  Segal.  My  experience,  after  all,  if  these  refineries  would  have 
been  run,  would  have  been  all  right ;  but  I  had  too  many  things  on 
my  shoulders. 

Mr.  SuLZEE.  Too  many  irons  in  the  fire  ? 

Mr.  Segal.  I  employed  at  one  time  as  many  as  2,000  men,  and 
when  it  came  Saturday 

Mr.  SuLzEE.  Have  you  finished  your  apartments  ? 

Mr.  Segal.  Oh,  yes,  sir. 

Mr.  SuLZEE.  They  are  all  finished  ? 

Mr.  Segal.  I  have  never  started  a  plant  that  I  did  not  finish. 

Mr.  SuLZEE.  Do  you  still  own  bonds  in  the  Pennsylvania  Sugar 
Co.?  ^  ^ 
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'Mr.  Segal.  Yery  few ;  they  do  not  amount  to  anything. 

Mr.  SuLZEE.  Just  a  few  bonds  ? 

Mr.  Segal.  Yes. 

Mr.  SuLZEK.  That  is  all,  Mr.  Chairman. 

Mr.  Gaerett.  Do  you  know  a  gentleman  by  the  name  of  B.  S. 
Stetson? 

Mr.  Segal.  That  gentleman  tells  me — I  met  him  here  yesterday. 

Mr.  Gakeett.  He  was  here  yesterday? 

Mr.  Segal.  Yes;  he  was  here  yesterday,  and  I  spoke  to  him,  and 
he  tells  me  that  he  met  me  a  few  years  ago  at  the  Manufacturers' 
Club,  in  Philadelphia.  I  remembered,  after  I  saw  him  and  talked 
to  him,  that  I  did  meet  him  there. 

Mr.  Gaeeett.  Did  he  ever  carry  on  any  negotiations  with  you  in 
regard  to  the  plant  at  Camden,  N.  J.  ? 

Mr.  Segal.  I  do  not  remember.  There  was  never  any  negotiation 
as  far  as  the  Camden  plant  was  concerned  until  Mr.  Dos  Passos  came 
into  my  office,  and  he  said,  "  Mr.  Segal,  do  you  want  to  sell  that  re- 
finery? "  I  said,  "No;  that  is  not  for  sale."  He  said,  "  You  would 
sell  it  if  you  get  a  good  price  " ;  and  all  I  can  say  to  you  gentlemen 
is  that  before  he  left  that  refinery  was  sold  to  him  for  about  $1,400,- 
000,  and  he  went  away  with  everything  in  excellent  shape,  and,  to 
make  the  story  short 

Mr.  Gaeeett  (interposing).  You  mentioned  that  this  morning? 

Mr.  Segal.  Yes.  Pardon  me,  gentlemen;  I  do  not  usually  refer 
to  papers  unless  they  are  called  to  my  attention,  but  I  see  a  paper  in 
your  hands  [addressing  Mr.  Garrett]  in  writing.  I  have  received 
one  letter  like  it,  without  a  signature,  and  I  was  trying  to  find  out 
who  it  was.  I  do  not  know  who  it  was.  If  you  have  one,  I  do  not 
know  what  it  is. 

Mr.  Gaeeett.  You  never  had  any  negotiations  with  Mr.  Stetson? 

Mr.  Segal.  Never  in  my  life. 

Mr.  Gaeeett.  And  he  never  did  with  you.  ? 

Mr.  Segal.  No,  sir. 

Mr.  Gaeeett.  That  is  all. 

The  Chairman.  If  there  are  no  further  questions,  gentlemen 

Mr.  T.  S.  FuLLEE.  If  the  committee  please,  I  represent  the  Amer- 
ican Sugar  Refining  Co.  in  these  indictments  that  cover  the  traffic 
of  this  Pennsylvania  transaction,  and  if  the  committee  will  let  me 
ask  one  or  two  questions  of  Mr.  Segal,  if  he  is  willing 

The  Chaieman  (interposing).  Let  us  understand  this  proposi- 
tion. The  American  Sugar  Eefining  Co.  has  been  indicted,  the  cor- 
poration itself  indicted,  about  this  Segal  transaction? 

Mr.  FuLLEE.  Yes,  sir. 

The  Chaieman.  Certain  of  its  officers  and  directors  have  also 
been  indicted  in  the  courts  in  New  York  ? 

Mr.  FuLLEE.  Yes,  sir. 

The  Chairman.  On  this  account? 

Mr.  Fuller.  Yes,  sir. 

The  Chairman.  Which  officers  are  those? 

Mr.  FuLLEE.  Those  officers?     They  were  all  of  the  board  of  di- 

rGctors ■ 

The  Chairman  (interposing).  The  entire  board? 

Mr.  Fuller.  At  that  time. 

The  Chairman.  The  board  as  then  constituted  ? 
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Mr.  Fuller.  The  board  as  then  constituted ;  yes. 

The  Chairman.  Including  Mr.  Parsons,  Mr.  Thomas,  Mr.  Frazier, 
Mr.  Arthur  Donner  ? 

Mr.  Fuller.  Yes. 

The  Chairman.  They  were  indicted  for  violating  the  Sherman  law 
in  this  very  transaction? 

Mr.  Fuller.  Yes. 

The  Chairman.  Will  you  please  submit  to  us  the  line  of  questions 
you  want  to  ask? 

Mr.  Fuller.  Yes,  sir.  In  the  first  place,  the  witness  testified  that 
he  made  many  attempts  to  float  the  Pennsylvania  Sugar  Kefining 
bonds,  and  from  my  familiarity  with  the  facts,  I  know  that  that 
statement  is-  true ;  and  to  show  the  efforts  that  the  witness  has  made 
prior  to  going  to  Mr.  Kissel  I  desire  to  ask  him  about  some  of  those 
attempts,  to  show  that  he  had  taken  these  bonds  around  to  various 
institutions  and  moneyed  people  to  try  to  get  money  on  them  with 
which  to  start,  and  it  is  in  that  connection  that  I  desire  to  ask 
.'specifically  about  the  submission  of  the  plan  to  Mr.  George  H.  Earle 
in  the  spring  of  1903,  and  what  Mr.  Earle's  proposition  was,  and  the 
terms  upon  which  Mr.  Earle  would  agree  to  furnish  the  money  for 
running  capital. 

The  Chairman.  How  does  that  affect  in  any  way  the  criminal 
liability  of  your  client? 

Mr.  Fuller.  It  does  in  this  way :  I  hope  you  will  not  ask  me  to 
go  too  far  into  our  defense 

The  Chairman.  We  will  have  to  do  so  to  some  extent. 

Mr.  Fuller.  That  is  only  one  question.  It  is  relevant  for  this 
reason:  That  it  will  tend  to  show  the  refinery  was  in  no  condition 
to  operate  at  the  time  the  loan  was  made ;  that  many  efforts  had  been 
made  to  secure  money  to  operate  the  refinery,  and  all  to  no  avail. 

The  Chairman.  TJtie  witness  testified  to  that,  did  he  not  ? 

Mr.  Fuller.  Yes;  he  has;  but  you  have  in  your  record  already 
some — with  all  due  respect — rather  lurid  statements  of  the  actions 
of  my  client,  as  Mr.  Earle  said,  in  wrecking  this  concern,  and  I  would 
like  in  a  spirit  of  fairness  to  show  the  proposition  as  made  by  Mr. 
Earle  and  the  proposition  as  finally  made  between  Mr.  Segal  and 
Mr.  Kissel  acting  as  broker.     That  is  but  one  question. 

Mr.  Madison.  I  think,  Mr.  Chairman,  in  a  spirit  of  absolute 
fairness,  considering  the  wide  drift  this  matter  has  taken,  it  is  no 
more  than  right  to  let  him  ask  a  few  questions. 

Mr.  Fuller.  There  are  other  questions.  That  is  but  one  branch 
of  this  subject.    There  are  one  or  two  other  questions ■ 

The  Chairman  (interposing).  What  are  the  other  questions? 

Mr.  Fuller.  I  would  like  to  ask  the  witness  as  to  whether  or  not 
he  did  not  suspect  that  the  American  Sugar  Eefining  Co.  was  making 
this  loan  before  the  contract  was  signed.  I  would  like  to  ask  him 
about  his  letter  to  Mr.  Kissel  in  which  he  makes  that  statement — that 
Mr.  Kissel  asked  this  witness  if  it  made  any  difference  who  was  mak- 
ing the  loan,  more  than  a  month  before  the  loan  was  actually  made, 
and  Mr.  Segal  said  no,  it  did  not  make  any  difference  who  was  mak- 
ing the  loan,  that  he  had  to  have  the  money. 

The  Chairman.  Let  me  ask  just  this  one  question:  What  differ- 
ence would  that  make  so  far  as  the  criminal  accountability  of  your 
clients  is  concerned? 
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Mr.  Fuller.  As  bearing  upon  the  intent  with  which  it  did  this. 

The  Chairman.  If  it  was  to  forcibly  restrict  competition  in  the 
interstate  commerce  of  the  United  States,  I  can  not  see  how  it  would 
be  very  relevant  whether  he  agreed  to  it  or  not. 

Mr.  Fuller.  You  can  see  this,  Mr.  Chairman,  that  if  a  man  makes 
a  loan — leaving  out  the  question  of  the  American  Sugar  Refining 
Co.  for  the  minute — supposing  that  A  makes  a  loan  on  certain 
stocks  and  bonds  of  the  Pennsylvania  Sugar  Refining  Co.,  and  he 
knows  when  he  makes  that  loan  that  refinery  has  not  the  capital  on 
which  to  operate  this  plant — and  it  takes  a  great  deal  of  running 
capital  to  operate  a  sugar  refining  company,  and  the  witness  has 
testified  he  had  nothing — would  it  be  an  unreasonable  contract  inci- 
dentally to  contract  that  that  factory  would  not  operate  during  the 
life  of  the  loan  which  had  a  definite  time  to  be  paid,  so  as  to  prevent 
the  destruction  of  the  security  of  the  loan?  It  seems  to  me  that  is 
very  important. 

The  Chairman.  It  might  depend  a  great  deal.  The  principle  you 
are  concerned  in  is  the  conduct  of  the  lender,  whether  or  not  he  had 
a  right  to  adopt  this  method  of  doing  away  with  competition;  so 
that  no  matter  how  sound  a  business  proposition  it  might  have  been, 
there  is  no  need  for  us  to  ask  these  questions,  it  seems  to  me. 

Mr.  Madison.  How  long  will  it  take  to  complete  your  exami- 
nation ? 

Mr.  Fuller.  If  you  will  give  me  15  minutes,  I  will  try  not  to  go 
beyond  that. 

The  Chairman.  That  is  not  unreasonable. 

Mr.  Madison.  I  do  not  object  to  it. 

The  Chairman.  You  may  proceed  as  briefly  as  you  can,  remember- 
ing that  this  man  is  not  in  very  good  condition. 

Mr.  Edmunds.  Mr.  Chairman,  the  witness  has  subjected  himself 
to  examination  at  the  hands  of  the  committee  and  not  at  the  hands 
of  the  American  Sugar  Refining  Co.  I  am  here  of  course  to  advise 
Mr.  Segal  in  my  humble  way,  and  I  do  not  want  to  oppose  my 
friends ;  but  I  think  perhaps  I  am  not 

The  .Chairman  (interposing).  It  will  be  my  ruling,  unless  the 
committee  overrules  me,  that  if  this  gentleman,  Mr.  Segal,  does  not 
want  to  answer  questions  propounded  by  somebody  else  than  the 
members  of  the  committee,  we  "will  not  require  him  to  do  so. 

Mr.  Raker.  If  we  permit  the  gentleman  to  ask  the  question,  I 
think  the  witness  ought  to  answer ;  but  I  do  not  think  it  ought  to  be 
asked  unless  we  say  it  shall  be  answered. 

Mr.  Madison.  Here  is  another  matter  I  want  to  call  to  the  chair- 
man's attention,  and  that  is  that  our  rules,  which  were  stated  and 
which  were  made  public,  were  to  the  effect  that  any  person  who 
might  feel  an  interest  might  ask  permission  to  ask  questions,  and 
whether  they  were  interested  with  the  witness  or  against  him.  I 
never  saw  this  young  man  before  [indicating  Mr.  Fuller].  I  do 
not  know  anything  about  what  he  wants  to  ask,  but  if  he  only  wants 
to  interrogate  the  witness  for  15  minutes,  we  ought  to  let  him  do  it. 

Mr.  Fuller.  If  I  ask  any  question  that  seems  to  any  member  of 
this  committee  to  be  irrelevant  or  to  have  the  slightest  spark  of  im- 
propriety, I  will  be  glad  if  the  committee  would  ]ust  tell  me  of  that 
and  I  will  withdraw  it. 
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The  Chairman.  We  will  have  to  enforce  the  rules,  gentlemen,  un- 
less we  change  them.     The  rules  we  adopted  are  as  follows : 

Rule  1.  That  each  witness  appearing  before  the  committee  shall  first  be  ex- 
amined by  the  chairman,  or  by  a  member  designated  by  him,  without  inter- 
ruption until  conclusion,  and  after  the  chairman  or  member  has  concluded,  then 
any  other  member  desiring  shall  be  permitted  to  ask  such  questions  as  he  may 
wish,  and  when  he  shall  have  concluded,  then  any  other  member,  and  so  on, 
until  the  members  of  the  committee  have  had  opportunity  for  examination. 

Rule  2.  That  if,  in  the  public  proceedings  of  the  committee,  any  objection  is 
made  by  any  member  of  the  committee,  or  by  any  witness,  or  other  person,  with 
regard  to  the  admissibility  of  testimony  or  any  other  matter  or  thing,  it  shall,  in 
the  first  instance,  be  ruled  upon  by  the  chairman  of  the  committee,  and  if  any 
member  of  the  committee  desires  to  object  to  such  ruling,  then  the  question 
shall  be  submitted  to  the  committee. 

Rule  3.  Counsel  may  attend  witnesses  summoned  before  this  committee,  but 
may  not  participate  in  the  proceedings,  either  by  way  of  examination  or  argu- 
ment, except  upon  permission  given  by  the  committee,  from  time  to  time,  as  the 
occasion  arises. 

So  that  the  occasion  has  now  arisen,  and  for  the  first  time.  With 
possibly  one  other  exception,  no  gentleman  has  appeared  here  as 
counsel  and  asked  permission  to  propound  questions. 

Let  me  state  the  situation  so  we  can  take  orderly  action  and  not  all 
interrupt  and  each  present  a  different  idea. 

The  matter  arises  in  this  way,  as  I  understand  it:  The  witness  is 
testifying,  of  course,  in  response  to  authority  of  the  House  of  Repre- 
sentatives. The  matter  is  of  public  interest,  supposed  to  be  of 
assistance  to  the  committee  of  the  Congress  trying  to  thrash  out  this 
question.  At  the  conclusion  of  his  testimony,  when  each  member 
of  the  committee  has  asked  all  the  questions  that  appear  to  be  per- 
tinent from  the  public's  standpoint,  a  gentleman  presents  himself  as 
counsel  interested  and  says  he  wants  to  cross-examine  this  witness, 
because  this  witness  is  a  witness  possibly  for  the  prosecution  in  a  case 
in  which  the  Government  of  the  United  States  is  prosecutor  and  his 
clients  are  defendants.  It  seems  to  me,  gentlemen,  Avith  all  due 
deference  to  anybody  who  may  entertain  a  different  opinion,  that  it 
is  rather  a  dangerous  precedent  to  say  that  we  will  permit  this  thing 
to  go  on  without  limit — in  other  words,  give  him  an  opportunity  to 
cross-examine  the  witness  on  the  details  of  this  matter  from  the 
standpoint  of  his  clients'  interest.  We  are  not  here  to  assist  either 
side  in  a  court  controversy. 

Mr.  Hinds.  Is  this  witness  a  defendant  in  a  court  controversy  ? 

The  Chairman.  No;  but  this  gentleman  [indicating  Mr.  Fuller] 
represents  the  defendant,  and  wants  to  cross-examine  the  witness. 
This  man  is  probably  a  witness  for  the  prosecution  in  that  case,  a 
witness  for  the  Government  of  the  United  States,  and  the  defense 
wants  to  cross-examine  him  now  before  they  go  to  trial  before  a  jury. 

Mr.  Hinds.  Might  he  not  define  or  outline  to  us  the  scope  which 
he  proposes  to  examine? 

The  Chairman.  That  is  what  he  was  doing  when  the  proposi- 
tion was  made  to  let  him  proceed  for  15  minutes.  It  would  be  my 
idea  that  it  would  be  a  pretty  dangerous  precedent  to  set,  to  allow 
counsel  in  an  instance  like  this  to  go  on  and  in  a  way  prepare  their 
case  for  the  trial  in  court. 

Mr.  Hinds.  I  thinli  we  ought  to  know  the  scope  of  it.  Why  can 
not  we  find  out  the  scope  of  it  ? 

Mr.  Madison.  I  want  to  ask  counsel  [Mr.  Fuller]  this  question: 
Do  we  understand  that  as  a  matter  of  fact  you  are  asking  these  ques- 
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tions  for  the  purpose  of  determining  what  he  knows  in  connection 
with  the  controversy  in  which  you  are  a  party  defendant,  or  simply 
for  the  purpose  of  amplifying  the  testimony  that  he  has  given  before 
us  and  for  the  purpose  of  assisting  the  committee  in  determining  the 
facts  which  we  are  called  upon  to  determine? 

Mr.  FtTLLEB.  I  am  glad  you  asked  that  question.  I  have  no  pur- 
pose in  preparing  my  defense  on  Mr.  Segal's  statements.  My  de- 
fense is  prepared.  I  know  of  every  fact  that  I  am  going  to  ask  him 
about.  My  object  is  merely  to  amplify  and  clarify  some  of  the  state- 
ments that  he  has  made  in  answer  to  questions  by  members  of  the 
committee,  and  that  leave,  it  seems  to  me,  an  erroneous  impression  of 
what  the  fact  really  is.  Ism  perfectly  willing  to  go  on  and  tell  you 
the  other  questions  I  desire  to  ask  him  and  the  scope  of  the  questions. 

The  Chairman.  We  will  put  this  in  the  regular  order.  Mr.  Sulzer 
moves  that  the  gentleman  submit  his  questions  in  writing  to  the 
chairman  and  that  they  be  propounded  in  that  way?  Is  there  any- 
thing to  be  said  on  that  motion  ? 

]V&.  Fuller.  Just  a  moment,  Mr.  Chairman.  I  do  not  insist  on 
asking  the  questions  myself.  I  am  perfectly  willing  that  any  membw 
of  the  committee  should  ask  the  questions;  but  will  you  not  waive 
that  requirement  that  they  be  put  in  writing?  You  can  see  the  utter 
impracticability  of  that  because  I  would  have  to  sit  down  and  write 
out  every  question,  and  it  would  be  interminable.  May  I  not  let 
one  of  you  gentlemen  ask  the  questions?  I  might  sit  by  you  and 
suggest  the  questions  to  ask,  and  if  the  questions  are  not  deemed  to 
be  proper,  do  not  ask  them. 

Mr.  Madison.  I  should  think  that  is  fair. 

Mr.  Segal.  Mr.  Chairman,  I  am  a  witness  for  the  Government  and 
I  do  not  think  it  is  right.    I  have  not  come  here  for  that  purpose. 

The  Chairman.  You  mean  that  you  have  come  to  testify  in  re- 
sponse to  a  subpoena ;  and  you  have  come  to  tell  the  committee  what 
you  know. 

Mr.  Segal.  Yes ;  and  not  the  other  side.  I  do  not  think  the  Gov- 
ernment would  like  su£h  a  thing  as  that  I  should  be  questioned  by  the 
attorney  for  the  other  side. 

Mr.  Hinds.  Can  not  Mr.  Segal  make  that  objection  to  any  question 
that  is  put  to  him  ? 

Mr.  Segal.  I  have  my  attorney  here  with  me. 

The  Chairman.  Gentlemen,  we  will  dispose  of  this  matter,  I  sup- 
pose under  our  rules,  in  executive  session. 

Mr.  Fuller.  May  I  say  one  word  more,  Mr.  Chairman  ? 

The  Chairman.  Yes. 

Mr.  Fuller.  I  want  to  show  you  how  important  this  is,  if  you  will 
let  me  say  one  word  more  about  the  matter.  There  is  one  particular 
circumstance  that  has  been  testified  to ;  and  while  I  do  not  think  Mr. 
Segal  intended  to  convey  the  impression  that  you,  Mr.  Chairman, 
have  gotten  and,  I  think,  Mr.  Eaker,  and  that  anyone  else  may  have 
gotten,  without  familiarity  with  all  these  proceedings — for  instance, 
that  is,  about  the  payment  of  the  nine  hundred  and  odd  thousand 
dollars ^you  probably  have  the  idea  that  the  American  Sugar  Re- 
fining Co.,  or  some  one  for  them,  received  that  money. 

Mr.  Segal.  No 

Mr.  Edmunds.  The  witness  has  not  so  stated. 
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Mr.  Fuller.  I  know  he  has  not.  ,  '  . 

Mr.  Segal.  I  did  not  say  so ;  nor  am  I  satisfied  that  the  American 
Sugar  Eefining  Co.  have  ever  received  a  dollar. 

Mr.  FuLLEK.  I  do  not  thinl?  Mr.  Segal  has  said  one  single  thing 
here  with  any  intention  to  get  it  wrong,  but  the  question  in  my  mind 
is  whether  of  not  the  impression  is  not  wrong  by  the  questions  that 
were  asked.  As  a  matter  of  fact,  when  this  loan  was  due — it  was, a 
loan  for  a  year,  with  the  option  to  pay  it  off  at  the  1st  of  October, 
so  that  we  might  consider  it  due  either  the  1st  of  October  or  the  30th 
of  December.  The  loan  was  not  paid,  and  it  ran  on  for  the  years 
that  laave  gone  by  since  the  day  it  was  due,  and  Mr.  Segal  has  not 
paid  one  cent  of  bonus  to  the  American  Sugar  Refining  Co.  or  to 
any  person  for  it.  It  has  not  received  one  cent  of  bonus  for  it,  and 
it  stands  to-day  out  of  pocket  every  single  cent  it  put  in  it,  except 
the  6  per  cent  interest  that  he  paid  for  a  while.  That  is  something 
that  1  think  should  be  cleared  up  on  the  record ;  and  if  you  receive 
information  from  other  people  or  simply  from  some  of  our  com- 
petitors, and  possibly  from  people  who  have  not  much  knowledge 
about  it,  can  I  not 

The  Chairman.  We  have  gladly  received  informal  suggestions 
from  your  counsel  as  often  as  from  anybody  else. 

Mr.  Fuller.  If  I  suggest  these  questions  to  you,  can  you  not  put 
these  questions,  in  the  interest  of  fairness? 

The  Chairman.  Upon  reflection,  I  do  not  think  so,  because  of  the 
fact  that  this  suit  is  pending.  The  marshal  will  ask  you  all  to  retii-e 
and  will  call  you  back  in  a  moment. 

Mr.  Edmunds.  May  I  not  say  one  word  in  advance  of  the  executive 
session  ? 

The  Chairman.  Yes. 

Mr.  Edmunds.  My  own  thought  is  that  the  witness  is  subject,  of 
course,  to  examination  by  the  committee,  but  I  think  that  the 

The  Chairman.  But  you  doubt  our  power  to  make  him  submit  to 
these  questions? 

Mr.  Edmunds.  But  I  think  that  the  counsel»referred  to  in  the  rule 
which  you  have  adopted  there  has  reference  to  the  counsel  who  at- 
tend the  witness  and  not  to  counsel  who  seek  to  cross-examine. 

The  Chairman.  I  think  that  is  true. 

(Thereupon,  at  4.23  o'clock  p.  m.,  the  committee  went  into  execu- 
tive session.  At  the  expiration  of  the  executive  session,  the  regular 
session  of  the  committee  was  resumed,  Mr.  Segal  again  taking  the 
witness  stand.) 

The  Chairman.  It  is  the  unanimous  ruling  of  the  committee  that 
the  committee  is  prepared  to  receive  from  any  attorney  interested  any 
statement  as  to  any  line  of  questioning  that  that  attorney  desires  to 
suggest  to  the  committee.  The  witness  having  come  here  in  obedience 
to  the  subi)cena  of  the  House  to  testify  solely  in  the  public  interest,  it 
is  not  the  idea  of  the  committee  that  the  committee^s  hearing  should 
be  turned  into  a  trial  of  any  future  case.  So  that  if  it  appears  to  the 
committee  that  the  line  of  investigation  suggested  has  not  been  fully 
pursued  for  the  public  interest,  the  chairman  will  ask  such  questions 
along  the  line  suggested  as  would  seem  proper  to  the  committee, 
and,  after  the  chair,  of  coursej  each  member  of  the  committee.  So 
that  if  representatives  of  any  interest  involved  in  this  matter  desire 
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to  suggest  to  the  committee  any  line  of  questioning  about  which  they 

do  not  think  the  evidence  has  been  specific  enough,  we  are  prepE^red 

now  to  entertain  any  motion  of  that  kind  or  any  suggestion  of  that 

kind. 

..  Mr,  FtJLLEE.  Shall  I  suggest  the  line  of  questioning  to  the  chair? 

The  Chairman.  Yes.  Just  suggest  to  the  Chair  the  line  of  ques- 
tioning you  would  like  to  pursue. 

Mr.  Fuller.  I  would  like  the  Chair  to  ask  the  witness  whether  or 
not  the  nine  hundred  and  odd  thousand  dollars  which  he  testified 
he  paid  to  Mr.  Kissel  was  paid  as  the  result  of  this  loan  of  one  million 
and  a  quarter  dollars  made  by  the  American  Sugar  Refining  Co.,  or 
whether  it  was  not  for  various  other  transactions  between  the  wit- 
ness and  Mr.  Kissel. 

The  Chairman.  With  which  the  American  Sugar  Refining  Co. 
had  no  concern? 

Mr.  Fuller.  I  will  leave  out  that  qualification  for  the  time  being, 
so  as  not  to  make  my  question  too  limited. 

Mr.  Edmunds.  He  has  already  so  testified. 

The  Chairman.  I  think  so,  too;  but  just  to  gratify  our  friends  I 
will  ask  that  question.     Gentlemen,  that  is  a  proper  question? 

Various  Members  of  the  Committee.  Yes. 

The  Chairman  (to  the  reporter).  Read  the  question. 

The  reporter  read  the  pending  question  as  follows: 

Mr.  Fuller.  I  would  like  tlie  Chair  to  asli  the  witness  whetlier  or  not  the 
nine  hundred  and  odd  thousand  dollars  which  he  testified  he  paid  to  Mr. 
Kissel  was  paid  as  the  result  of  this  loan  of  one  million  and  a  quarter  dollars 
made  by  the  American  Sugar  Beflning  Co.,  or  whether  it  was  not  for  various 
other  transactions  between  the  witness  and  Mr.  Kissel. 

The  Chairman.  Do  you  understand  that? 

Mr.  Segal.  I  understand  it  perfectly. 

The  Chairman.  I  think  you  have  already  answered  it. 

Mr.  Segal.  I  did. 

The  Chairman.  State  again  what  the  answer  was. 

Mr.  Segal.  I  paid  the  money  to  Mr.  Kissel. 

The  Chairman.  To  Mr.  Kissel  himself? 

Mr.  Segal.  Yes,  sir. 

The  Chairman.  For  what? 

Mr.  Segal.  For  different  items;  for  the  loan  of  the  $1,250,000. 
That  was  right  at  the  beginning ;  $100,000,  and  different  other  items. 

The  Chairman.  Yes. 

Mr.  Segal.  I  did  say,  Mr.  Chairman,  that  that  money  was  not  paid 
for  the  $1,250,000— all  that  money. 

The  Chairman.  Not  all  of  it,  but  a  part  of  it  ? 

Mr.  Segal.  It  was  part  of  it. 

The  Chairman.  Part  of  it,  however,  was  paid  in  consideration  of 
this  $1,250,000  loan? 

Mr.  Segal.  Yes. 

The  Chairman.  And  various  renewals  and  commissions  on  it? 

Mr.  Segal.  Yes,  sir. 

Mr.  Fuller.  Now,  I  would  like  the  Chair  to  ask  the  witness  if  he 
ever  paid  any  amount  to  Mr.  Kissel,  either  individually  or  for  the 
American  Sugar  Refining  Co.,  other  than  the  6  per  cent  interest  for 
the  American  Sugar  Refining  Co.,  and  the  $100,000  which  was  Mr. 
Kissel's  commission  for  this  loan,  on  this  $1,250,000  transaction. 
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The  Chairman.  I  think  that  is  a  proper  question,  if  it  is  not  suffi- 
ciently plain  already.  That  is  the  only  question.  Have  you  ever 
paid  to  Mr.  Kissel,  or  did  you  ever  pay  to  him  during  the  progress  of 
this  transaction,  for  the  American  Sugar  Kefining  Co.,  anything 
more  than  the  6  per  cent  interest  and  the  $100,000 — well,  more  than 
the  6  per  cent  interest  ?    I  will  stop  right  there. 

Mr.  Segal.  No;   I  have  not,  except  that  I  have  paid  three  times 
interest  on  the  $1,250,000. 
The  Chairman.  At  6  per  cent  ? 
Mr.  Segal.  At  6  per  cent ;  yes. 

The  Chairman.  1  will  ask  this  further  question  on  the  Chair's 
initiative:  Do  you  know  what  Mr.  Kissel  did  with  these  various 
commissions  and  bonuses? 
Mr.  Segal.  No,  sir. 

The  Chairman.  Do  you  know  who  they  went  to? 
Mr.  Segal.  No,  sir. 

The  Chairman.  You  can  not  tell  whether  he  took  them  himself  or 
whether  they  went  to  the  American  Sugar  Refining  Co.  ? 

Mr.  Segal.  Well 

The  Chairman.  You  do  not  know  that  one  way  or  the  other? 
Mr.  Segal.  No,  sir. 
The  Chairman.  You  do  not  know  ? 
Mr.  Segal.  No,  sir. 

Mr.  Madison.  Mr.  Segal,  you  said  you  paid  three  times  interest. 
Do  you  mean  you  paid  the  interest  for  three  years  ? 

Mr.  Segal.  No  ;  that  was  quarterly — every  three  months. 
Mr.  Fuller.  The  agreement  called  for  quarterly  payments  of  the 
interest. 

Mr.  Madison.  1  want  to  have  that  cleared  up  in  my  own  mind.    I 
did  not  know  whether  it  was  annual  or  quarterly  or  what  it  was. 
The  Chairman.  Quarterly  payments  on  that  $1,250,000  loan  ? 
Mr.  Segal.  Yes. 

The  Chairman.  That  is  what  the  contract  called  for? 
Mr.  Segal.  Yes,  sir. 

Mr.  Fuller.  I  would  like  the  Chair  to  ask  the  witness  if,  at  the 
time  this  contract  of  loan,  the  contract  of  December  30,  1903,  was 
entered  into,  the  witness  did  not  at  that  time  owe  to  Mr.  Kissel,  per- 
sonally, more  than  $600,000  which  he  had  borrowed  at  different  times 
from  Mr.  Kissel  ? 
The  Chairman.  Is  that  true? 

Mr.  Segal.  No.     Do  I  understand  him  to  mean  at  the  time  the  con- 
tract was  made? 
Mr.  Fuller.  When  the  contract  was  signed. 
The  Chairman.  When  this  contract  was  signed? 
Mr.  Fuller.  On  December  30,  1903,  when  the  contract  with  refer- 
ence to  the  $1,250,000  was  made,  did  he  not  then  owe  Mr.  Kissel  per- 
sonally more  than  $600,000  ? 
Mr.  Segal.  Mr.  Kissel  advanced  me,  at  the  time  that  that  loan  was 

made,  over  the  1st  of  January 

The  Chairman.  The  60-day  loan? 

Mr.  Segal.  No ;  the  60-day  loan  was  due  a  few  days  before. 

The  Chairman.  A  few  days  after  that? 

Mr.  Segal.  No,  sir. 

Mr.  Edmunds.  A  few  days  before  the  contract  was  signed. 
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The  Chairman.  I  see.    Is  that  right  ? 

Mr.  Segal.  $250,000  was  taken  out  from  the  $1,250,000  loan. 
The  Chairman.  That  is,  Kissel  took  that  out  ? 
Mr.  Segal.  Certainly.    I  paid  the  $250,000. 

The  Chairman.  Did  you  owe  him  any  more  than  that  at  the  time  ? 
Mr.  Segal.  No.    I  will  tell  you  what  that  gentleman  means. 
The  Chairman.  All  right.    Tell  me. 

Mr.  Segal.  Just  a  few  days  before  the  1st  of  January — it  was 
three  or  four  or  five  days  I  think — Mr.  Kissel  says :  "  I  do  not  want  to 
draw  out  so  much  money  from  the  bank  before  the  1st,  and  I  would 
like  to  settle  with  you  on  the  4th.  In  the  meantime,  I  will  give  you 
some  money,  on  account  of  that  $1,250,000";  and  probably  he  might 
have  deducted  the. $2,50,000  that  I  owed  him  and  his  $100,000. 
The  Chairman.  Commission? 

Mr.  Segal.  Yes.    And  he  probably  gave  me  the  balance  of  $600,000 
on  Account  of  the  $1,250,000. 
The  Chairman.  I  see. 

Mr.  Segal.  He  wanted  that  I  should  bring  him  over  right  away 
the  securities,  which  I  did.  I  did  not  owe  him  $600,000. 
The  Chairman.  All  right.  We  understand  that. 
Mr.  Fuller.  I  would  like  the  Chair  to  ask  the  witness  if  he  did  not 
ask  Mr.  Kissel  if  either  he,  Mr.  Kissel,  could  loan  or  could  obtain  a 
loan  on  these  sugar  securities,  before  Mr.  Kissel  had  ever  mentioned 
the  matter  to  the  witness.     In  other  words,  I  would  like  to  have  you 

ask  the  witness 

The  Chairman.  I  understand  what  you  mean,  so  I  will  put  the 
question. 

Did  you  make  application  to  Mr.  Kissel  to  procure  a  loan  on  your 

sugar  refinery  securities 

Mr.  Segal.  I  did  not. 

The  Chairman.  Before  he  made  any  advances  to  you  in  that  line? 
Mr.  Segal.  He  knew  I  wanted  money  on  the  sugar  bonds. 
The  Chairman.  He  knew  that  you  wanted  to  sell  the  bonds,  did 
he? 

Mr.  Segal.  Yes. 

The  Chairman.  Did  you  ever  make  application  to  him  for  a  loan 
on  the  bonds? 

Mr.  Segal.  That  is,  on  the  sugar  bonds? 

The  Chairman.  On  the  sugar  bonds. 

Mr.  Segal.  Yes. 

The  Chairman.  Before  he  came  to  you  about  it? 

Mr.  Segal.  Yes ;  and  he  said  he  would  not  have  them. 

The  Chairman.  And  five  or  six  days 

Mr.  Segal.  A  few  days  later. 

The  Chairman.  Before  your  $250,000  note  was  due,  he  telephoned 
you,  or  had  his  secretary  do  it,  that  he  would  make  it,  and  you  saw 
him  and  he  told  you  he  could  fix  it  ? 
Mr.  Segal.  Yes. 
The  Chairman.  That  is  all. 

Mr.  Fuller.  How  much  did  the  witness  ask  Mr.  Kissel  to  loan  him 
on  the  sugar  securities  at  the  first  ? 
Mr.  Edmunds.  He  has  gone  into  that  quite  fully. 
The  Chairman.  I  think  so. 
Mr.  Kaker.  He  answered  that. 
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The  Chairman.  That  has  been  gone  over  fully.  Try  to  avoid 
duplication  as  much  as  you  can. 

Mr.  Fuller.  I  will ;  but  my  recollection  differed  from  yours.  I 
think  the  question  I  suggest  is  not  the  same  question.  The  witness 
testified  what  the  suggested  amount  was  on  the  occasion  when  he 
went  to  Mr.  Kissel's  house. 

The  Chairman:  At  Mr.  Kissel's  request  ? 

Mr.  Fuller.  At  Mr.'  Kissel's  request. 

The  Chairman.  And  now  you  want  to  know 

Mr.  Fuller.  I  want  to  know  now  how  much  did  he  apply  for 
through  Mr.  Kissel. 

The  Chairman.  That  is  a  little  different.  I  did  not  catch  the 
difference  exactly. 

Mr.  Eaker.  He  did  not  give  it  to  you  that  way  before. 

The  Chairman.  No. 

Mr.  Segal,  when  you  first  mentioned  this  matter  of  wanting  the 
loan  on  your  sugar  bonds  to  Mr.  Kissel,  that  was  at  the  time  he  told 
you  he  could  not  do  anything? 

Mr.  Segal.  Yes. 

The  Chairman.  Did  you  mention  to  him  any  amount  that  you 
would  like  to  borrow  on  them? 

Mr.  Segal.  I  think  I  wanted  80. 

The  Chairman.  $80,000  ? 

Mr.  Segal.  Eighty. 

The  Chairman.  Oh !  That  is,  in  other  words,  you  wanted  to 
sell  or  borrow 

Mr.  Segal.  That  is,  the  loan. 

The  Chairman.  You  wanted  to  put  them  up  as  collateral  at  the 
rate  of  80  ?  - 

Mr.  Segal.  $800  on  the  $1,000  bond. 

The  Chairman.  $800  on  the  $1,000  bond? 

Mr.  Segal.  Yes,  sir. 

The  Chairman.  How  much  loan  did  you  want?  What  was  the 
total  amount  of  money  you  wanted  to  borrow  ? 

Mr.  Segal.  I  wanted  as  much  as  I  could  get. 

The  Chairman.  Did  you  mention  any  amount? 

Mr.  Segal.  I  think  it  was  about  $500,000. 

Mr.  Edmunds.  He  then  had  $250,000? 

Mr.  Segal.  I  had  $250,000. 

The  Chairman.  And  did  you  want  two  hundred  and  fifty  thou- 
sand additional  or  $500,000  more? 

Mr.  Segal.  I  wanted  $500,000  more. 

The  Chairman.  Besides  what  you  already  had? 

Mr.  Segal.  I  expected  to  add  the  $250,000  to  make  the  $500,000. 

The  Chairman.  You  really  wanted  $250,000  more? 

Mr.  Segal.  Yes. 

The  CiiAiRjiAN.  And  that  is  what  you  told  him  at  that  time? 

Mr.  Segal.  Yes. 

The  Chairman.  All  right. 

Mr.  Fuller.  After  the  loan  made  by  the  sugar  company,  through 
Mr.  Kissel,  to  the  witness,  did  he  borrow  several  other  amounts  from 
Mr.  Kissel  individually  ?  .  "  ' 

The  Chairman.  He  has  testified  that  he  did. 

Mr.  Kissel.  I  did  that;  yes. 
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Tke  Chairman.  That  is  in  evidence  already. 

Mr.  Fuller.  Then  this  is  in  the  nature  of  cross-examination,  Mr,' 
Chairman. 

The  Chairman.  Yes. 

Mr.  Fuller.  Then  the  $1,250,000  loaned  him  on  December  30  was 
no  more  than  he  actually  needed  for  his  purposes  ? 

The  Chairman.  Did  you  hear  the  question,  Mr.  Segal? 

Mr.  Segal.  I  did  not  understand  it.      . 

The  Chairman.  I  will  repeat  it  in  my  own  way.  Was  this 
$1,250,000  that  you  borrowed  at  one  time — you  know,  the  big  loan — 
was  that  more  than  you  needed  or  wanted  at  the  time? 

Mr.  Segal.  Oh,  yes;  that  was  more;  but,  getting  the  money,  I  did 
something  else  which  I  would  not  have  done  if  I  had  not  had  that 
$1,250,000. 

The  Chairman.  You  branched  off  into  something  else? 

Mr.  Segal.  Yes. 

The  Chairman.  What  else? 

Mr.  Segal.  Oh,  I  had  other  plans — eight  or  nine  of  them. 

The  Chairman.  You  took  other  contracts? 

Mr.  Segal.  Yes. 

The  Chairman.  At  whose  suggestion  was  it  that  you  got  more 
than  the  $500,000? 

Mr.  Segal.  Mr.  Kissel's. 

Mr.  Raker.  He  has  explained  that. 

The  Chairmx\n.  I  think  so. 

Mr.  Edmunds.  He  said  he  could  have  used  a  million. 

The  Chairman.  Yes. 

Mr.  Fuller.  Prior  to  the  time  when  the  contract  of  December  30 
was  signed  did  Mr.  Segal  ask  Mr.  Kissel  who  was  loaning  the  money  ? 

The  Chairman.  Prior  to  the  time  you  made  this  big  loan,  the 
one  million  and  a  quarter  loan,  of  Mr.  Kissel,  or  at  the  time,  up  to 
the  very  time,  even — I  will  make  it  a  little  stronger  than  Mr.  Fuller 
puts  it — did  you  make  any  inquiry  as  to  whose  money  that  was  ? 

Mr.  Segal.  No,  sir ;  I  did  not  know  one  day  previous  that  that  loan 
was  going  to  be  made  to  me. 

The  Chairman.  You  found  out  six  or  eight  weeks  afterwards? 

Mr.  Segal.  Yes. 

Mr.  Edmunds.  He  also  said  that  Mr.  Kissel  married  a  lady  named 
Vanderbilt. 

Mr.  Segal.  I  was  callfd  over  unexpectedly.  I  went  over  to  his 
private  residence  one  night,  and  it  was  fixed  that  same  evening.       ■   . 

The  Chairman.  I  think  he  went  into  all  that. 

Mr.   Fuller.  Will  you  ask  this :    Did  not  the  witness  write  a ' 
letter  to  Mr.  Earle  on  January  3,  1910,  in  which  he  said  that  Mr. 
Kissel's  position  was  one  of  refusal  to  disclose  to  him  who  his  prin- 
cipals were,  and  that  Mr.  Kissel— well,  just  stop  there  for  that 

question.  ,^    ^    ,       ,  ...  .      , 

The  Chairman.  Did  you  write  Mr.  Earle  a  letter  which  contained 
the  statement  that  Mr.  Kissel  refused  to  disclose  to  you  who  his 
principals  were  in  making  this  big  loan  to  yoii  ? 

Mr.  Segal.  At  the  time  Mr.  Kissel  made  the  loan  ? 

The  Chairman.  Yes. 

Mr.  Segal.  Certainly.    Well,  I  do  not  know  as  I  wrote  a  letter ■ 

Mr.  Fuller.  I  said  on  January  3,  1910. 
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The  Chaieman.  Did  you  write  Mr.  Earle  a  letter  on  January  3, 
1910,  in  which  letter  you 

Mr.  Raker.  How  is  that?     Is  that  January  3,  1910? 

Mr.  Fttller.  Yes,  sir. 

Mr.  Raker.  What  relation  does  that  bear  to  this  ? 

Mr.  Fuller.  I  do  not  know,  except  that  Mr.  Segal  wrote  Mr.  Earle 
a  letter  at  that  time,  in  which  he  stated  those  facts. 

Mr.  Raker.  This  is  years  after  the  receiver  was  appointed. 

The  Chairman.  It  is  a  contradictory  statement. 

Mr.  Raker.  Is  that  what  it  is  for? 

Mr.  Fuller.  He  said  he  did  not  know  who  made  the  loan  at  the 
time,  and  I  wanted  to  bring  out  the  fact  that  the  nalile  was  not  con- 
cealed ;  that  he  was  not  deceived  at  all  by  Mr.  Kissel. 

Mr.  Raker.  You  refer  to  the  date  of  the  letter,  it  being  subsequent, 
for  the  purpose  of  refreshing  his  memory? 

Mr.  Fuller.  That  is  all. 

Mr.  Raker.  All  right. 

The  Chairman.  Do  you  think  the  question  is  relevant? 

Mr.  FuIjLer.  This  gentleman  making  the  loan  was  in  the  banking 
business.  It  is  the  custom  in  banking  for  many  loans  to  be  made  by 
the  banker  in  large  amounts  without  disclosing  the  name  of  the  prin- 
cipal, and  I  want  to  show  that  Mr.  Segal  has  said  in  a  letter  to  Mr. 
Earle  that  Mr.  Kissel's  position  was  simply  not  making  known  the 
name  of  his  principal. 

Mr.  Edmunds.  It  is  also  in  the  agreement,  because  the  name  of  Mr. 
Kissel  appears 

The  Chairman.  I  overrule  the  question  because  it  is  irrelevant. 
It  has  already  been  brought  out. 

Mr.  Madison.  It  is  clearly  already  in  evidence. 

The  Chairman.  Yes. 

Mr.  Fuller.  I  would  like  to  ask  the  witness  if  he  did  not  in  that 
letter  say  that  the  testimony  that  Mr.  Kissel  gave  before  Judge  Beit- 
ler  with  regard  to  these  transactions  was  correct  ? 

The  Chairman.  What  is  the  object  of  that? 

Mr.  Fuller.  The  object  of  that  is  this:  My  next  question  would 
be,  after  that.  Did  not  Mr.  Kissel  testify  before  Judge  Beitler  that 
Mr.  Segal  asked  him  during  November  or  December — the  early  part 
of  December — who  was  making  the  loan,  and  Mr.  Kissel  replied  that- 
he  did  not  want  to  disclose  the  principal's  name;  and  Mr.  Segal 
asked  him  if  it  was  not  the  American  Sugar  Refining  Co.,  and  he 
still  did  not  disclose  the  name,  but  he  said,  "  Does  it  make  any  dif- 
ference to  you  who  is  making  the  loan  ?  "  and  Mr.  Segal  said,  "  No ; 
because  I  have  got  to  have  the  money." 

The  Chairman.  Is  that  a  matter  of  any  importance  now  to  the 
public  ? 

Mr.  Fuller.  It  seems  to  me  that  it  is  if  the  public  wants  to  get  at 
the  truth  of  this  transaction. 

The  Chairman.  Why  ? 

Mr.  Segal.  They  want  it  for  the  trial.     That  is  what  they  want. 

The  Chairman.  It  might  affect  you  if  you  were  in  court  trying  to 
break  down  his  testimony. 

Mr.  Fuller.  We  are  in  court,  in  a  way. 

The  Chairman.  You  are  in  court  on  this  proposition,  that  you 
bought  out  a  competitor,  in  violation  of  the  Sherman  law.  You  are 
before  the  court  of  public  opinion  on  that  question. 
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Mr.  FtJiaaiK.  Yes,  sir. 

The  Chairman.  But  it  is  utterly  immaterial  to  my  mind  whether 
he  knew  it  or  did  not  know  it. 

Mr.  FtnXEE.  Well,  it  does  seem  to  me,  Mr.  Chairman,  if  you  will 
pettnit  ine  to  differ  with  you,  that  it  is  very  material  from  the  moral 
standpoint  whether  or  not  there  was  any  active  deception  practiced. 

The  Chaibman.  On  him,  himself? 

Mr.  FtJuebe.  On  Miaa,  or  whether  or  not  he  had  any  preference. 

The  Chairman.  It  might  affect,  of  course,  the  moral  quality  of 
yottr  actions. 

Mr.  Eaeer.  Have  you  that  letter? 

Mr.  Edmunds.  No. 

Mr.  Rakee.  Have  you  ever  referred  that  letter  to  the  witness,  Mr. 
Fuller? 

Mr.  FuLLEE.  The  witness 

Mr.  Rakee.  I  want  to  know.  The  witness  is  entitled  to  a  proper 
examination.  If  you  were  in  court  you  would  have  to  show  him  that 
letter  before  you  would  be  permitted  to  contradict  him  on  it. 

Mr.  Fuller.  Absolutely. 

Mr.  Raker.  Has  any  such  letter  ever  been  shown  to  him  ? 

Mr.  Fuller.  He  wrote  the  letter  himself. 

Mr.  Raker.  But  have  you  ever  shown  him  such  a  letter? 

Mr.  Fuller.  I  have  never  even  had  the  letter  myself.  It  was 
written  to  Mr.  Earle,  and  I  have  a  copy  of  the  letter,  if  you 

The  Chairman.  Have  you  a  copy  of  it  here  ? 

Mr.  Fuller.  No  ;  I  have  that  extract  from  it  on  some  notes  of  my 
own.  These  are  some  notes  that  I  made  and  this  is  an  extract  from 
the  letter. 

Mr.  Madison.  I  want  to  say  this,  Mr.  Chairman :  To  my  mind  the 
question  is  not  material  for  the  purposes  of  our  investigations,  Mr. 
Fuller.  Here  is  the  proposition:  Did  Segal  know  at  the  time  that 
he  was  borrowing  of  the  American  Sugar  Refining  Co. — that  is,  at 
the  time  he  actually  completed  the  loan? 

Mr.  Fuller.  Yes. 

Mr.  Madison.  I  will  assume,  and  perhaps  we  could  all  assume  for 
the  purposes  of  the  case,  that  as  a  matter  of  fact  he  did  not  care.  I 
do  not  presimie  as  a  matter  of  fact  he  did.  But  that  is  totally  imma- 
terial. 

The  Chairman.  That  is  my  judgment. 

Mr.  Madison.  For  the  purposes  of  our  investigation  we  may  as- 
sume that ;  but  the  charge  that  is  made  is  that,  as  a  matter  of  fact,  he 
not  caring,  or  caring,  it  would  make  no  difference,  actually  bor- 
rowed of  Mr.  Kissel,  and  Mr.  Kissel  was,  in  fact,  the  American  Sugar 
Refining  Co.,  and  it  was  simply  one  step  that  they  took  to  get  him  in 
the  toils.  Consequently,  it  is  immaterial  to  us  whether  he  cared  or 
did  not  care.  The  question,  and  the  material  point  is,  did  he  know  ? 
He  says  he  did  not  know. 

Mr.  Hinds.  Perhaps  I  am  a  little  off  on  this,  but  in  investigating 
one  of  these  trusts  and  its  performance  is  it  not  of  interest  to  us  to 
know  whether  this  trust  proceeds  surreptitiously  and  by  ambuscade, 
so  to  speak,  to  get  its  tentacles  around  Mr.  Segal? 

The  Chairman.  From  that  standpoint  it  might  be  of  some  interest, 
although  I  think  of  almost  infinitesimal  consequence  when  you  look 
at  it  from  the  proper  standpoint. 
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Mr.  Hinds.  They  were  in  the  money-loaning  businesSj.as  I  under- 
stand it,  on  general  principles.  ' 

Mr.  Madison.  The  gentleman's  inquiry  was  as  to  whether  or  not; 
Mr.  Segal  cared.    That  is  the  proposition.    He  is  asking  him  whether 
or  not  Mr.  Segal  did  not  afterwards  say  to  Mr.  Kissel:  "I  do  not 
care  whether  it  was  the  American  Sugar  Refining  Co.  or  not." 

Mr.  Fuller.  My  question,  Judge  Madison,  is  simply  this :  That  it 
seems  to  me  there  is  a  difference  between  active  deception  and  mere 
failure  to  disclose,  and  if  Mr.  Segal  did  not  care  where  the  money 
came  from  it  made  no  difference  whether  it  was  the  American  SugM:- 
Eefining  Co.,  A,  B,  C,  or  D.    Of  course,  if  you  think  it  is  not  material, " 
I  will  withdraw  the  question. 

Mr.  Madison.  I  do.    I  really  think  it  is  not  material. 

Mr.  FrrLLEH.  Very  well.  I  do  not  wish  to  press  any  question  that 
any  member  of  the  committee  has  any  objection  to. 

.  Mr.  Chairman,  will  you  ask  him  whether  or  not  he  took  up  nego- 
tiations with  Mr.  George  H.  Earle  in  the  spring  of  1903  in  an  attempt 
to  get  Mr.  Earle  to  furnish  money  for  this  refinery  ? 

The  Chairman.  What  is  the  relevancy  of  that  to  the  purposes  of 
this  committee? 

Mr  Fuller.  The  purpose  of  that  is  to  show  the  circumstances  of 
Mr.  Segal 

The  Chairman.  He  said  he  tried  everywhere  on  earth  to  get  the 
money.    He  went  everywhere  and  offered  his  bonds  all  over. 

Mr.  Fuller.  Have  we  not  received  a  good  deal  of  caustic  treat- 
ment at  the  hands  of  Mr.  Earle  in  the  characterization  in  public 
documents  of  our  conduct,  and  so  forth,  and  our  conscienceless 
action?    If  we  can  show 

Mr.  Edmunds.  This  witness  is  not  responsible  for  that. 

Mr.  Fuller.  No.  This  is  not  a  reflection  on  the  witness;  but  if 
I  can  show  that  the  man  who  characterizes  us  so  vehemently  himself 
has  different  ideas  in  his  own  transactions,  it  might  take  some  of  the 
sting  out  of  it. 

The  Chairman.  Possibly  that  might  be  a  very  indirect  way  of  at- 
tacking Mr.  Earle,  but  I  hardly  think  that  is  relevant  to  the  matter, 
whether  Mr.  Earle  was  approached  to  advance  money  to  this  con- 
cern or  not. 

Mr.  Edmunds.  The  witness  said  that  Mr.  Earle  would  furnish 
working  capital  if  the  plant  was  entirely  clear  of  debt. 

Mr.  Madison.  How  is  that? 

Mr.  Edmunds.  I  understood  the  witness  to  say  that  Mr.  Earle 
would  furnish  working  capital  for  the  Pennsylvania  Sugar  Refining 
Co.  if  the  plant  was  entirely  cleared  of  debt. 

Mr.  Raker.  Yes;  he  testified  to  that. 

The  Chairman.  Besides,  Mr.  Earle  was  out  of  it.  He  is  not  a 
competitor  of  this  man  in  the  sugar  business,  present  or  prospective-; 
so  that  is  a  very  different  transaction. 

Mr.  Fuller.  As  to  the  financing,  as  I  understand  it,  the  witness 
testified  that  Mr.  Tilford  put  in  $250,000? 

The  Chairman.  Yes. 

Mr.  Fuller.  I  would  like  to  ask  him  if  that  was  cash? 
_  The  Chairman.  I  will  ask  that  if  you  like.     You  have  men- 
tioned several  gentlemen  in  your  testimony  whom  you  said  ad^ 
vanced  money  to  help  this  enterprise  along,  and  who  took  its  bonds? 
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Mr.  Segal.,  Yes. 

The  CHArRMAN.  You  mentioned  Mr.  Tilford,  and  said  he  put. in: 
$250,000. 

Mr.  Segal.  He  put  in  $250j0G0. 

The  Ohaieman.  Did  he  put  it  in  in  cash? 

Mr.  Segal.-  Absolutely  in  cash. 

The'  Chairman..  Did  those  other  people  you  named  put  in  cash  ? 

Mr.  Segal.  What  the  gentleman  has  reference  to  is  that  of  the. 
$400,000  of  bonds  he  put  $150,000  in  in  something  else,  not  money,     i 

The  CiiAiEMAN.  $250,000  of  the  amount  he  paid,  though,  was  paid 
in  absoliite  cash? 

Mr.  Segal.  Yes.       ■  .  ' 

Mr.  Ftilleb.  What  was  that  something  else  ? 

The  Chairman.  What  was  the  something  else  that  was  paid  for' 
the  $150,000  worth? 

Mr.  Segal.  He  was  interested  in  a  factory,  and  he  turned  over  the 
factory  to  me. 

The  Chairman.  To  pay  for  the  other  $150,000? 

Mr.  Segal.  Yes. 

The  Chairman.  What  sort  of  a  factory  was  that?  ;     ' 

Mr.  Segal.  Match  factory. 

The  Chairman.  A  match  factory? 

Mr.  Segal.  Yes. 

Mr.  Fuller.  Who  promoted  it? 

Mr.  Segal.  That  match  factory  was  promoted — ^     ,  •  "  . 

Mr.  Edmunds.  Well,  Mr.  Chairman^ 

The  Chairman.  Go  on  and  answer.  Probably  that  is  the  shortest 
way.  He  does  not  seem  to  have  any  objection.  I  do  not  think  it  is 
relevant. 

■  Mr.  Edmunds  (to  Mr.  Segal).  The  chairman  says  that  you  do  not 
have  to  answer  if  you  do  not  want  to. 

Mr.  Fuller.  Do  you  not  think  it  is  relevant  to  show  gross  over- 
capitalization of  the  Pennsylvania  Sugar  Eefining  Co.?  If  I  can 
show  that  Tilford  paid  $250,000  in  cash  and  $150,000  in  the  stock  of 
a  factory  for  $400,000  of  bonds,  do  you  not  think  it  is  material  to 
show  the  sort  of  concern  that  the  $150,000  worth  of  stock  was  in  ? 
This  is  going  to  the  capital  of  the  concern.  If  it  represents  $250,000 
in  cash  and  $150,000  in  stock,  which  I  will  assume  for  the  purpose 
of  the  argument  was  worthless,  that  would  not  go  very  far  to  capital 
account,  woiild  it? 

The  Chairman.  No. 

Mr.  Fuller.  That  is  my  point.     If  it  is  irrelevant,  I  withdraw  it. 

The  Chairman.  The  factory  was  not  operating  and  had  no  price, 
and  therefore  its  capitalization  could  have  no  effect  on  prices. 

Mr.  Segal.  If  that  gentleman  would  say  it  about  his  own  company 
he  would  do  better  than  to  attack  the  other  fellow. 

The  Chairman.  If  he  would  apply  it  to  his  own ;  yes. 

Mr.  Edmunds.  Answer  the  questions  and  do  not  volunteer  infor- 
mation. 

Mr.  Madison.  It  seems  to  me  that  it  is  so  related  to  what  we  are 
going  into  that  we  ought  to  ask  that.     Our  latitude  has  been  very 

wide.  ■  ' 

The  Chairman.  All  right.  While  I  do  not  think,  myself,  that  it  is 
at  all  material,  if  any  member  of  the  committee  thinks  otherwise,  we 
will  take  it. 
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Mr.  Edmunds.  The  latitude  of  the  committee,  of  course,  is  not  to 
be  at  the  expense  of  the  witness. 

The  Chairman.  No. 

Mr.  Fuller.  I  have  one  or  two  more  questions  along  a  similar  line. 

Mr.  Garrett.  Is  that  going  to  work  out  to  an  investigation  of  how 
much  water  there  is  in  the  stock  of  the  match  company? 

The  Chairman.  How  is  it  proper  in  this  investigation  to  consider 
the  overcapitalization  of  a  concern  that  never  turned  a  wheel,  and 
never  manufactured  a  pound  of  sugar,  and  could  not  have  any  effect 
on  the  price  of  sugarj  so  far?    What  has  it  got  to  do  with  it? 

Mr.  Madison.  I  think  it  is  all  a  part  of  the  entire  transaction  that 
has  been  recited  by  Mr.  Earle  and  Mr.  Segal;  so  it  is  incidentally 
connected  therewith  in  such  a  way  that  it  is  a  matter  of  fact  as  to 
which  it  is  perfectly  proper  to  let  him  answer. 

The  Chairman.  I  will  ask  it  for  your  benefit,  then. 

What  was  that  match  factory  that  was  put  in  at  $150,000  worth? 
Was  it  overcapitalized?    Did  you  get  good  value  in  that  factory? 

Mr.  Segal.  They  paid  $550,000  in  cash  for  it. 

The  Chairman.  And  he  put  it  in  at  $150,000? 

Mr.  Segal.  Yes,  sir. 

Mr.  Fuller.  Was  it  worth  $150,000  at  the  time? 

The  Chairman.  What  was  it  worth  at  the  time,  in- your  opinion? 

Mr.  Segal.  It  was  worth,  if  it  was  started,  if  it  was  running 

The  Chairman.  It  was  not  running  at  the  time? 

Mr.  Segal.  No. 

The  Chairman.  If  you  could  have  made  it  a  going  concern,  what 
would  it  have  been  worth  ? 

Mr.  Segal.  Half  a  million  dollars.  Tilford  and  his  friends  paid 
half  a  million  dollars  for  it. 

Mr.  Fuller.  I  will  ask — or  I  will  ask  the  chairman  to  ask — if, 
when  Tilford  took  the  $400,000  in  bonds,  he  did  not  send  for  Segal 
in  an  effort  to  make  him  take  back  the  worthless  match  stock,  and 
Segal,  in  consequence  of  this,  gave  him  $400,000  worth  of  the  sugar 
bonds  for  the  $150,000  worth  of  worthless  match  stock  and  $250,000 
cash  ? 

Mr.  Segal.  That  is  absolutely  not  so.    Mr.  Tilford  did  not 

Mr.  Edmunds.  Do  not  answer  any  further. 

Mr.  Fuller.  Will  you  ask  him,  iVTr.  Chairman,  how  much  of  the 
thirteen  or  fourteen  hundred  thousand  dollars  that  this  refinery  cost 
came  from  the  Real  Estate  Trust  Co.,  if  any? 

Mr.  Edmunds.  He  has  given  you,  Mr.  Chairman,  his  vague  and 
indefinite  recollection  on  the  subject.  It  was  examined  into  very 
carefully  by  Mr.  Garrett. 

The  Chairman.  Yes;  I  believe  so. 

Mr.  Segal.  Allow  me  to  say  something  now.  You  can  have  me 
arrested,  or  do  what  you  want,  but  I  will  not  answer  any  more  ques- 
tions. 

Mr.  Edmunds.  Wait  a  minute.  The  chairman  has  treated  you  with 
courtesy,  and  the  committee  has  been  very  courteous  to  you. 

The  Chairman.  We  are  not  going  to  ask  you  any  questions  that 
we  do  not  believe  to  be  proper,  and  I  am  sure  that  you  will  answer 
any  questions  that  we  may  think  proper. 

Mr.  Madison.  What  is  the  question? 
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Mr.  Fuller.  My  question  is :  How  much  of  this  money  came  from 
the  Eeal  Estate  Trust  Co.  that  was  put  into  the  Pennsylvania  fac- 
tory? 

Mr.  Garrett.  I  made  every  effort  to  get  that  information,  and  the 
witness  did  not  remember. 

The  Chairman.  I  think,  however,  just  to  gratify  our  friend,  I 
will  ask  you  if  you  recall  anything  further  on  that  subject  than  you 
have  stated  to  us  ?     Can  you  tell  us  any  nearer  than  you  have  told  us  ? 

Mr.  Segal.  No. 

Mr.  Fuller.  I  will  put  it  in  a  different  way,  Mr.  Chairman. 

The  Chairman.  Yes. 

Mr.  Fuller.  I  will  state  the  purpose  of  the  question.  Mr.  Earle 
in  his  testimony  told  the  committee  that  the  American  Sugar  Kefin- 
ing  Co.  had  wrecked  the  Pennsylvania  refinery  and  had  wrecked  the 
Real  Estate  Trust  Co. 

The  Chairman.  Yes. 

Mr.  Fuller.  I  would  like  Mr.  Segal  to  answer  this :  If  all  of  the 
money  that  was  put  in  this  enterprise  other  than  the  $550,000  which 
he  testified  to  was  not  put  in  either  by  the  Real  Estate  Trust  Co.  or 
Mr.  Hippie? 

The  Chairman.  I  think  that  is  a  perfectly  proper  question.  You 
can  answer  that  to  the  best  of  your  ability. 

Mr.  Fuller.  And  how  much? 

Mr.  Segal.  I  do  not  remember. 

Mr.  Fuller.  Was  it  not  substantially  all? 

The  Chairman.  Was  it  substantially  all,  except  such  as  you  have 
mentioned  ? 

Mr.  Segal.  I  do  not  remember. 

The  Chairman.  That  is  about  what  he  said  before.  This  witness 
is  sick,  and  we  want  to  get  through  with  him  to-night. 

Mr.  Fuller.  I  thank  you  very  much. 

The  Chairman.  Have  you  asked  all  the  questions  you  desire 
to  ask? 

Mr.  Fuller.  That  is  all.    I  thank  you  very  much  for  your  courtesy. 

The  Chairman.  We  have  now  reached  the  hour  of  adjournment, 
and  a  little  past.  You  are  discharged  from  further  attendance  upon 
the  committee,  Mr.  Segal,  with  our  thanks  for  your  attendance. 

(The  committee  thereupon,  at  5.12  o'clock  p.  m.,  adjourned  until 
to-morrow,  Friday,  June  30,  at  10  o'clock  a.  m.) 
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Special  Committee  on  the  Investigation 
Of  the  American  Sugar  Kefining  Co.  and  Others, 

House  of  Representatives, 

June  30,  1911. 
The  committee  met  at  10  o'clock  a.  m.,  Hon.  Thomas  W.  Hardwick 
(chairman)  presiding. 

TESTIMONY  OF  DAVID  S.  STETSON. 

(The  witness  was  duly  sworn  by  the  chairman.) 

The  Chairman.  What  is  your  full  name  ? 

Mr.  Stetson.  David  S.  Stetson. 

The  Chairman.  Your  address  ? 

Mr.    Stetson.  109    Walnut    Street,    Philadelphia,    my    business 
address. 

The  Chairman.  What  is  your  business  ? 

Mr.  Stetson.  I  am  a  vessel  owner  and  a  ship  broker. 

The  Chairman.  Dealing  in  sugar,  among  other  things  ? 

IVIr.  Stetson.  No. 

The  Chairman.  Are  you  related  in  any  way  to  Mr.  Washington  B. 
Thomas  ? 

Mr.  Stetson.  I  am  a  kinsman  of  Mr.  Thomas. 

The  Chairman.  You  and  Mr.  Thomas  are  cousins  ? 

Mr.  Stetson.  Yes;  distant  cousins. 

The  Chairman.  Did  you   ever  carry  on   any  negotiations  with 
Mr.  Adolph  Segal? 

Mr.  Stetson.  I  did. 

The  Chairman.  Where? 

Mr.  Stetson.  At  the  Manufacturers'  Club,  in  Philadelphia. 

The  Chairman.  For  what  ? 

Mr.  Stetson.  For  the  sale  of  the   Pennsylvania  refinery  to  the 
American  Sugar  Refiaing  Co. 

The  Chairman.  At  whose  instance  and  request  were  you  actiag  in 
that  matter  ? 

Mr.  Stetson.  At  Mr.  Segal's. 
The  Chairman.  At  Mr.  Segal's  request  ? 
Mr.  Stetson.  Yes;  Adolph  Segal. 

The  Chairman.  In  the  first  place,  I  will  ask  you  if  you  ever  had 
any  negotiations  with  him  relative  to  the  purchase  of  a  refinery  which 
he  built  at  Camden,  N.  J.  ? 
Mr.  Stetson.  I  did  not. 

The  Chairman.  Your  first  negotiations  with  him  related  to  the  sale 
of  the  Pennsylvania  Refining  Co.  to  the  American  Sugar  Refining  "Co.  ? 

1327 


1328  AMEKICAN   SUGAE" REFINING   CO. 

Mr.  Stetson.  That  is  the  first  conference  I  ever  had  with  him,  re- 
garding the  Pennsylvania  Co. 

The  Chairman.  What  year  was  that,  Mr.  Stetson  ? 

Mr.  Stetson.  1903. 

The  Chairman.  Was  this  Pennsylvania  sugar  refinery — had  it 
erected  its  plant  at  that  time  ? 

Mr.  Stetson.  It  was  finished  and  ready  for  business. 

The  Chairman.  It  was  not  operating,  however  ? 

Mr.  Stetson.  It  never  has  operated. 

The  Chairman.  How  came  you  to  have  this  conference  with 
Mr.  Segal? 

Mr.  Stetson.  I  will  have  to  give  you  a  long  story  about  it. 

The  Chairman.  All  right,  but  make  it  as  brief  as  possible. 

Mr.  Stetson.  In  1896,  at  the  time  the  Camden  refinery  had  been 
finished,  I  received  a  letter  from  Mr.  Thomas,  of  Boston 

The  Chairman  (interposing).  Washington  B.  Thomas? 

Mr.  Stetson.  Yes;  asking  me  if  I  knew  anything  about  Adolph 
Segal  and  his  refinery  in  Camden.  I  then  had  a  countrjr  home  at 
Merchantville,  N.  J.,  a  suburb  of  Camden.  He  asked  me  if  I  would 
ascertain  about  the  conditions  of  the  refinery  and  as  to  the  capabili- 
ties of  a  Mr.  Adolph  Segal. 

The  Chairman.  That  was  in  1896  ? 

Mr.  Stetson.  Yes.  I  went  to  an  attorney  in  Camden  by  name  of 
Martin  V.  Bergen,  who  was  the  attorney  for  an  association  of  which 
I  was  president,  and  I  gained  information  from  him  that  Mr.  Adolph 
Segal  had  been  considered  a  rather  successful  promoter. 

The  Chairman.  A  successful  promoter  ? 

Mr.  Stetson.  Yes;  he  had  promoted  a  match  factory  in  Camden, 
and  it  was  running,  and  I  believe  it  is  still  running;  also  a  soap  fac- 
tory, and  had  sold  it  out,  and  that  it  was  successful  and  it  is  still 
running  I  understand.  This  refinery,  my  attorney  told  me,  he 
thought  would  melt  and  refine  sugar,  and  Mr.  Segal  was  considered 
a  successful,  energetic  man,  and  one  of  ability.  I  wrote  Mr.  Thomas 
those  facts. 

The  Chairman.  You  made  that  report  to  Mr.  Thomas  ? 

Mr.  Stetson.  Yes ;  and  I  added  that  as  I  was  a  broker  if  the  Ameri- 
can Sugar  Refining  Co.  considered  purchasing  that  refineiy  I  would 
be  glad  if  the  business  would  be  done  through  me.  I  received  a  letter 
of  thanks  informing  me  my  letter  had  been  sent  to  Havemeyer,  of  New 
York,  and  that  was  the  last  I  heard  from  him.  Later  in  the  papers 
I  saw  that  the  Camden  Sugar  Refining  Co.  had  been  sold  to  the  Amer- 
ican Sugar  Refining  Co.  of  New  York  and  that  it  would  be  dismantled, 
and  that  subsequently  proved  to  be  true. 

The  Chairman.  It  was  dismantled? 

Mr.  Stetson  (continuing).  And  I  was  not  entitled  to  any  commis- 
sion. 

The  Chairman.  You  got  no  commission  whatever? 

Mr.  Stetson.  No,  sir;  I  was  left. 

The  Chairman.  Now,  in  regard  to  this  Pennsylvania  refinery  nego- 
tiation, did  you  cori'cspond  with  Mr.  Thomas  about  that  ? 

Mr.  Stetson.  Yes. 

The  Chairman.  Did  he  write  to  you  about  it? 

Mr.  Stetson.  I  wrote  to  him  first. 

The  Chairman.  What  did  you  say  to  him  about  it  ? 
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Mr.  Stetson.  Remember,  I  had  not  met  Mr.  Segal  up  to  1,903 
although  my  former  transaction  was  in  1896. 

The  Chairman.  You  got  the  other  information  through  other 
parties  ? 

Mr.  Stetson.  Through  my  attorney,  Martin  V.  Bergen.  I  was  a 
director  of  the  Manufacturers'  Club,  and  walking  in  there  one  evening 
I  saw  a  gentleman  sitting  around  a  table  serving  out  a  rather  favorite 
beverage,  champagne  and  claret  mixed,  to  a  number  of  my  friends, 
and  I  was  asked  to  join  them.  I  sat  down  with  them,  although  I  may 
say  I  do  not  imbibe  at  all;  he  was  maldng  statements  as  to  his  pro- 
motions. 

The  Chairman.  Who  was  that  gentleman  ? 

Mr.  Stetson.  Well,  it  proved  afterwards  to  be  Segal.  I  did  not 
know  who  he  was  at  that  time. 

The  Chairman.  But  he  proved  afterwards  to  be  Mr.  Segal  ? 

Mr.  Stetson.  Yes;  Mr.  Adolph  Segal.  He  was  telling  of  his  suc- 
cess in  having  sold  the  Camden  r-efinery  to  the  trust,  but  that  he  had 
not  been  quite  successful  in  selling  the  Pennsylvania  refinery;  so 
much  so  that  the  work  on  his  apartment  house,  the  Mai'estic,  had 
stopped  for  want  of  money,  and  he  had  not  been  able  to  sell  the  bonds 
on  his  foundry,  his  pig-iron  plant  at  Chickies,  Pa.  I  sidled  up  to 
him  and  said,  "Are  you  the  Adolph  Segal  who  built  that  refinery  in 
Camden?"  and  he  told  me  he  was.  I  said,  "I  think  it  was  through 
my  influence  that  it  was  landed  by  the  trust,  and  I  never  received 
any  commission  for  it,"  and  he  said,  "Well,  you  ought  to  have  had 
a  pretty  good  commission."  I  told  him,  "I  would  have  been  very 
glad  to  have  received  a  commission,  but  the  purchaser  never  paid 
commissions,"  and  in  a  jocular  manner  I  told  him  I  would  be  glad  to 
receive  it  from  him. 

The  Chairman.  You  told  him  you  would  be  glad  if  he  would  pay 
you  the  commission  ? 

Mr.  Stetson.  Yes.  I  think  he  then  described  how  he  came  to 
sell  that  re5nery. 

The  Chairman.  How  did  he  describe  that  transaction? 

Mr.  Stetson.  He  said  that  one  day  a  grizzly  looking  Dutchman 
walked  into  his  office  in  Philadelphia  and  asked  if  he  was  Mr.  Segal, 
and  he  rephed  affirmatively,  and  he  said,  "I  came  here  to  buy  your 
refinery  in  Camden."  This  was  the  statement  he  was  making  to 
these  gentlemen. 

The  Chairman.  To  you  ? 

Mr.  Stetson.  No  ;  to  these  gentlemen  sitting  around  the  table,  of 
whom  I  was  one. 

The  Chairman.  It  was  in  response  to  your  inquiry  1 

Mr.  Stetson.  Yes.  Mr.  Segal  said:  "I  had  nerve  enough  to  tell 
him  I  was  about  busted,  but  I  had  nerve  enough  to  tell  him  it  was 
not  for  sale,  but  he  sat  with  me  for  about  an  hour  and  I  tried  to  find 
out  what  his  ideas  were  as  to  what  he  wanted  to  pay  for  it,  and  he 
insisted  on  my  naming  the  price.  As  he  was  about  to  leave  he  said 
to  me,  'You  won't  name  a  price,  will  you?'  and  he  said,  T  immedi- 
ately named  a  price,  and  I  named  a  price  of  $700,000,  and  inside  of 
a  minute  I  had  a  certified  check  in  my  hand  for  either  $25,000  or 
$5,000,  I  do  not  remember  which." 

The  Chairman.  Did  he  tell  you  what  the  name  of  this  gentleman 
was? 
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Mr.  Stetson.  No;  he  did  not.  He  said  he  was  a  grizzly-looking 
Dutchman. 

The  Chairman.  Mr.  Segal  was  describing  to  you  all  how  he  sold 
to  the  trust  ? 

Mr.  Stetson.  Yes.  After  the  party  broke  up  I  had  no  more  to 
say  to  Mr.  Segal,  but  about  a  week  afterwards  I  sat  down  and  wrote 
to  Mr.  Washington  B.  Thomas. 

The  Chairman.  About  this  conversation  ? 

Mr.  Stetson.  About  this  conversation  and  about  having  met  Segal 
at  the  Manufacturers'  Club.  I  told  him  I  thought  Mr.  Segal  was 
pretty  well  busted  up,  and  if  they  wanted  the  refinery  I  would  be 
very  glad  to  buy  it  for  him,  and  I  trusted  he  would  see  that  I  was  not 
left,  as  I  was  in  the  sale  of  the  Camden  Refinery. 

The  Chairman.  Did  you  hear  from  Mr.  Thomas  ? 

Mr.  Stetson.  I  received  a  reply  from  Mr.  Thomas,  asking  me  to 
look  into  the  matter. 

The  Chairman.  And  did  you  look  into  the  matter  ? 

Mr.  Stetson.  I  did. 

The  Chairman.  Did  you  report  further  to    Mr.  Thomas  ? 

Mr.  Stetson.  I  went  to  Mr.  McCahan,  through  John  F.  Creager, 
who  is  a  friend  of  mine  and  also  a  stockholder  and  broker  for  the 
McCahan  Sugar  Refining  Co.,  to  ascertain  what  the  cost  of  that 
Pennsylvania  refinery  was. 

The  Chairman.  Did  you  find  out  what  the  cost  was  ? 

Mr.  Stetson.  He  gave  me  the  cost  of  the  land,  I  think. 

The  Chairman.  What  did  he  give  you  as  the  cost  1 

Mr.  Stetson.  I  can  not  remember  the  cost  of  the  land,  but  he 
estimated  the  cost  of  the  refinery  at  between  $1,800,000  and 
$2,000,000.  Those  were  the  figures  he  mentioned  to  me,  but  as  to 
the  cost  of  the  land  I  do  not  remember.  That  was  the  cost  of  the 
refinery  and  its  appurtenances. 

The  Chairman.  And  its  what  ? 

Mr.  Stetson.  Its  appurtenances. 

The  Chairman.  Its  equipment  ? 

Mr.  Stetson.  Its  equipment.  I  then  went  and  saw  Mr.  Lawrence 
Johnson,  a  friend  of  mine,  a  large  importer  and  exporter  in  Phila- 
delphia, and  talked  the  subject  over  with  him,  and  then  he  told  me 
that  he  knew  the  condition  of  Segal  and  the  Real  Estate  Trust  Co. 
and  Mr.  Hippie. 

The  Chairman.  And  Mr.  Hippie? 

Mr.  Stetson.  Yes. 

The  Chairman.  What  did  he  tell  you  about  that? 

Mr.  Stetson.  He  told  me  that  the  Real  Estate  Trust  Co.  were  the 
underwriters  of  the  bonds  of  the  Segal  Refinery,  the  Pennsylvania 
Sugar  Refining  Co.,  and  he  had  been  offered  any  part  of  ,1500,000  of 
those  bonds  at  about  10  per  cent  less  than  they  were  underwritten, 
and  he  said  the  Real  Estate  Trust  Co.  and  Hippie  and  the  whole  busi- 
ness would  go  to  the  wall  and  be  in  the  hands  of  a  receiver  inside  of  a 
year.  But  this,  however,  did  not  prove  true.  It  took  about  three 
years  before  they  went. 

The  Chairman.  It  took  about  three  years? 

Mr.  Stetson.  Yes.  Of  course,  I  kept  that  in  my  own  bosom  as  a 
broker  but  about  a  week  after  my  first  meeting  at  the  Manufacturers' 
Club  I  had  a  telephone  message  from  Mr.  Segal,  asking  me  if  I  would 
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not  meet  him  at  the  Manufacturers'  Club  that  afternoon  at  about  5 
o'clock,  or  I  think  I  named  the  hour,  and  I  met  him  there;  and  that 
was  the  time  he  asked  me  whether  I  could  sell  that  refinery.  Of 
course  I  am  not  in  the  real  estate  business,  although  we  brokers  will 
sell  anything  we  can  get  hold  of  for  a  commission. 

The  Chairman.  As  a  broker,  you  are  constantly  looking  out  for 
any  sort  of  brokerage  you  can  lay  your  hands  on  ? 

Mr.  Stetson.  Yes,  sir. 

The  Chairman.  What  did  you  tell  him  after  he  asked  you  if  you 
could  sell  that  refinery  ? 

Mr.  Stetson.  I  got  a  description  of  the  refinery  from  him. 

The  Chairman.  You  had  previously  been  making  these  investi- 
gations ? 

Mr.  Stetson.  Yes;  but  I  did  not  let  him  know  that  fact. 

The  Chairman.  Mx.  Washington  B.  Thomas  or  the  American  Sugar 
Refining  Co.  had  requested  you  to  do  that  ? 

Mr.  Stetson.  I  had  suggested  it  to  Mr.  Thomas. 

The  Chairman.  And  in  response  to  your  suggestion  he  told  you  to 
make  an  investigation  ? 

Mr.  Stetson.  Yes,  sir;  that  is  true. 

The  Chairman.  Now,  did  you  report  that  conversation  to  Mr. 
Thomas « 

Mr.  Stetson.  I  reported  everything  to  Mr.  Thomas  except  the 
condition  of  Mr.  Segal. 

The  Chairman.  In  other  words,  you  made  a  full  report  to  him  as  to 
what  you  had  discovered  about  the  value  of  the  factory,  about  Mr. 
Segal's  willingness  to  dispose  of  the  refinery,  and  about  everything 
you  had  learned  except  as  to  this  prediction  that  the  concern  would 
fail  in  a  year  ? 

Mr.  Stetson.  Yes. 

The  Chairman.  You  did  not  make  that  a  part  of  your  report  ? 

Mr.  Stetson.  No. 

The  Chairman.  Did  you  subsequently  hear  from  Mr.  Thomas 
about  the  matter  ? 

Mr.  Stetson.  I  received  a  reply  from  Mr.  Thomas  that  my  letters 
had  been  forwarded  to  Mr.  Havemeyer,  and  he  advised  me  to  drop 
over  to  see  Mr.  Havemeyer  and  have  a  talk  with  him. 

The  Chairman.  Did  you  do  that  ? 

Mr.  Stetson.  I  went  over  to  see  Mr.  Havemeyer,  but  I  was  told  he 
was  off  in  his  yacht. 

The  Chairman.  You  went  over  to  New  York  to  see  Mr.  Have- 
meyer, but  you  found  out  he  was  away  in  his  yacht  ? 

Mr.  Stetson.  Yes.  I  kept  in  touch  with  Segal  all  the  time,  and 
kept  giving  him  a  resume  of  my  letters  and  showing  him  the  letters 
of  Mr.  Thomas.  Then  I  called  Mr.  Havemeyer  up  on  the  phone 
several  times  within  the  next  two  weeks,  but  I  was  unable  to  get  in 

touch  with  him.  ,^     „,,  ,       ,      i,  n 

The  Chairman.  Why  did  you  advise  Mr.  Thomas  he  should  buy 
this  refinery — because  you  thought  it  would  be  a  competitor  of  his 
company  ? 

Mr.  Stetson.  No  ;  because  I  wa,nted  to  make  the  one  per  cent  com- 
mission. .  ,  ,  .    ,    1  ,  ,  ,   .      -,         o 

The  Chairman.  Why  did  you  thmk  he  would  want  to  buy  ' 
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Mr.  Stetson.  Well,  I  knew  they  had  been  buying  refineries  right 
along. 

^  The  Chairman.  You  knew  they  had  been  buying  up  what  they 
could  put  their  hands  on  ? 

Mr.  Stetson.  I  knew  that.  Of  course,  I  knew  it  by  the  papers, 
and  I  could  realize  that. 

The  Chairman.  Now,  he  told  you  finally  to  go  to  Mr.  Havemeyer 
with  the  matter  again  ? 

Mr.  Stetson.  Yes.  ,,     tt 

The  Chairman.  You  went  to  New  York  to  see  Mr.  Havemeyer 
and  found  he  was  again  off  somewhere  on  his  yacht  ? 

Mr.  Stetson.  Yes,  sir. 

The  Chairman.  Did  you  ever  see  Mr.  Havemeyer  agam  about  it  ? 

Mr.  Stetson.  I  never  did.     I  never  have  seen  him. 

The  Chairman.  Did  you  have  any  further  correspondence  about 

the  matter  ?  »  _e  n       ■  i 

Mr.  Stetson.  Within  two  or  three  weeks  after  my  first  talk  with 
Mr.  Segal  regarding  the  sale  of  the  refinery,  as  I  said,  I  kept  in  touch 
with  him  every  few  days,  for  perhaps  15  or  20  days,  and  I  had  a 
telephone  message  from  Mr.  Segal  asking  me  if  I  would  not  nieet  him 
at  his  office.     That  was  the  first  and  only  time  I  was  ever  at  his  office. 

The  Chairman.  Of  course,  you  can  tell  us  about  that,  but  my 
question  was,  did  you  have  any  conference,  either  by  letter  or  in 
person,  with  Mr.  Thomas  or  Mr.  Havemeyer  1 

Mr.  Stetson.  Oh,  yes,  I  did.  My  remarks  were  leading  up  to 
that.  Mr.  Segal  told  me  that  he  had  gotten  in  touch  with  Mr.  Have- 
meyer, and  he  thought  my  labors  would  bear  fruit,  and  he  said: 
"We  might  as  well  talk  about  the  commission."  I  said:  "We  have 
settled  on  that  commission  question,"  and  I  told  him  I  was  to  have 
the  usual  real  estate  commission,  that  that  was  understood  in  my  first 
talk  with  him,  and  he  said:  "Oh,  well,  you  never  made  so  much 
money  as  that  in  one  day.  If  you  can  land  that  refinery  on  them,  I 
will  give  you  $5,000."  I  said:  "Oh,  no.  I  have  made  more  than 
that  in  one  day,"  and  after  quite  a  stormy  conference  I  left  him. 

The  Chairman.  And  that  was  the  last  you  saw  of  him  ? 

Mr.  Stetson.  That  was  the  last  I  saw  of  Mr.  Segal  until  I  saw  him 
here  Wednesday. 

The  Chairman.  In  other  words,  you  were  claiming  the  usual  real 
estate  commission  and  he  was  disputing  your  claim  ? 

Mr.  Stetson.  Yes;  he  said  he  would  sell  the  refinery,  and  I  said, 
"Not  if  I  can  help  it."  Then  I  went  to  my  office  and  telegraphed 
Mr.  Thomas  that  if  the  sale  was  in  progress  to  stop  all  proceedings 
until  he  received  my  letter.  Then  I  sat  down  and  told  him  of  Mr 
Segal's  condition,  the  condition  of  his  Chickies  furnace,  the  furnace 
he  bought  for  about  twelve  or  fifteen  thousand  dollars  and  spent 
1100,000  on,  and  which  has  never  made  a  pound  of  pig  iron  up  to  this 
time,  and  also  told  him  of  the  condition  of 

The  Chairman  (interposing) .  Of  the  Real  Estate  Co.  ? 

Mr.  Stetson.  Yes;  I  told  him  about  that  further  on.  I  also  told 
him  the  condition  of  his  apartment  house,  the  Majestic,  on  which  he 
had  stopped  work,  on  account  of  lack  of  money,  and  also  the  condition 
of  the  Real  Estate  Trust  Co.  and  Hippie,  and  that  if  they  would  only 
hold  off  for  a  short  time  they  could  buy  it  for  a  song.  I  made  up  my 
mind  if  I  could  not  get  my  whack,  my  commission,  out  of  it,  I  would 
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block  the  game.  That  letter  was  forwarded  to  Mr.  Havemeyer,  and 
that  finishes  my  relations  with  it. 

The  Chairman.  When  was  the  letter  written,  in  which  you  told 
him  about  the  whole  business,  and  advised  him  to  wait  a  while  and 
he  could  buy  it  for  a  song  ? 

Mr.  Stetson.  My  first  conference  with  Mr.  Segal  was  in  the  latter 
part  of  August,  1903,  and  this  last  letter  should  have  been  about  the 
latter  part  of  September  of  1903,  about  a  month  afterwards. 

The  Chairman.  And  you  say  that  ended  your  connection  with  the 
matter  ? 

Mr.  Stetson.  That  ended  my  connection  with  the  matter. 

The  Chairman.  Where  is  all  this  correspondence  ? 

Mr.  Stetson.  I  do  not  know. 

The  Chairman.  Have  you  got  it  ? 

Mr.  Stetson.  I  have  not. 

The  Chairman.  Do  you  not  keep  your  letters  ? 

Mr.  Stetson.  These  letters  were  more  of  a  social  nature  than 
otherwise. 

The  Chairman.  They  were  business  letters,  were  they  not  ? 

Mr.  Stetson.  They  were  not  in  my  line  of  business.  They  were 
in  the  nature  of  business  letters.    I  was  trying  to  make  a  trade. 

The  Chairman.  You  are  a  broker,  are  you  not  ? 

Mr.  Stetson.  Yes;  a  general  broker. 

The  Chairman.  They  were  not  social,  cousialy,  affectionate  letters  ? 

Mr.  Stetson.  Oh,  no,  sir. 

The  Chairman.  Now,  what  became  of  those  letters  ? 

Mr.  Stetson.  Well,  when  they  began  to  have  this  trouble,  which 
IMr.  Earle  brought  about — when  the  suit  was  brought  by  Mr.  Earle 
against  the  American  Sugar  Refining  Co. — I  sent  those  letters  back  to 
Mr.  Thomas  for  examination,  to  see  if  they  might  be  of  benefit  to  him. 

The  Chairman.  You  sent  those  letters  to  Mr.  Thomas  ? 

Mr.  Stetson.  Yes,  sir. 

The  Chairman.  Have  you  ever  received  them  back? 

Mr.  Stetson.  No;  I  do  not  know  where  they  are. 

The  Chairman.  Do  you  know  Mr.  George  H.  Frazier? 

Mr.  Stetson.  Yes;  very  well. 

The  Chairman.  Did  you  ever  apply  to  get  them  back? 

Mr.  Stetson.  Oh,  no. 

The  Chairman.  You  were  giving  them  to  Mr.  Thomas  ? 

Mr.  Stetson.  I  volunteered  them.    He  did  not  ask  for  the  letters. 

The  Chairman.  You  gave  them  to  him  to  do  whatever  good  they 
might  be  able  to  do  him  ? 

Mr.  Stetson.  Exactly. 

The  Chairman.  Now,  do  you  know  Mr.  George  H.  Frazier  ? 

Mr.  Stetson.  Oh,  yes. 

The  Chairman.  Was  he  a  director  in  the  American  Sugar  Refin- 
ing Co.  ? 

Mr.  Stetson.  I  understood  he  was,  yes,  sir. 

The  Chairman.  Did  he  ever  call  on  you  ? 

Mr.  Stetson.  Yes;  he  called  on  me. 

The  Chairman.  At  your  office  ? 

Mr.  Stetson.  Yes;  he  called  at  my  office  several  times. 

The  Chairman.  Did  he  go  over  these  Segal  negotiations  with  you  ? 

Mr.  Stetson.  Yes,  sir. 
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The  Chairman.  Did  Mr.  Frazier  advise  you  to  send  all  the  letters, 
the  answers,  correspondence,  telegrams,  and  so  on,  to  Mr.  Thomas, 
in  a  sealed  envelope,  in  care  of  Mr.  Joseph  Ball,  in  New  York? 

Mr.  Stetson.  He  did;  yes,  sir. 

The  Chairman.  Addressed  to  Mr.  Thomas's  nephew,  who  would 
deliver  them  to  Mr.  Washington  B.  Thomas  ? 

Mr.  Stetson.  I  believe  that  was  the  case. 

The  Chairman.  That  is  the  case,  is  it  not  1 

Mr.  Stetson.  I  do  not  know  where  you  got  it  from.  You  did  not 
get  it  from  me. 

The  Chairman.  It  is  true,  at  any  rate  ? 

Mr.  Stetson.  It  is  true. 

The  Chairman.  Did  you  send  all  of  the  letters  at  that  time  ? 

Mr.  Stetson.  No;  I  did  not  send  them  all  at  that  time. 

The  Chairman.  What  was  it  you  held  back  ? 

Mr.  Stetson.  I  thought  I  had  sent  them  all. 

The  Chairman.  What  was  it  you  failed  to  send  at  that  time? 

Mr.  Stetson.  I  do  not  remember.  There  were  some  few  letters  I 
failed  to  send,  though,  at  that  time. 

The  Chairman.  Later  Mr.  WasMngton  B.  Thomas  sent  his  confi- 
dential agent  to  you  for  the  balance  of  the  correspondence,  did  he  not  ? 

Mr.  Stetson.  Well,  there  was  a  Mr.  Pierce  who  came  from  Boston 
to  see  me. 

The  Chairman.  Did  he  not  represent  himself  as  coming  from  Mr. 
Washington  B.  Thomas? 

Mr.  Stetson.  Yes. 

The  Chairman.  And  he  called  on  you  for  the  balance  of  the 
correspondence  ? . 

Mr.  Stetson.  He  did. 

The  Chairman.  Did  you  give  it  to  him  ? 

Mr.  Stetson.  Well,  I  did  not  know  I  had  any  balance. 

The  Chairman.  Did  you  look  around  to  see  ? 

Mr.  Stetson.  Yes;  I  looked  around.  I  spent  all  one  Sunday 
morning  going  through  the  papers  and  books  and  gathered  together 
what  I  thought  was  all  and  gave  them  to  him.  About  a  week  ago, 
in  one  of  my  old  letter  books,  which  was  in  my  lawyer's  hands,  I  found 
a  copy  of  a  letter  I  had  written  Mr.  Thomas,  which,  of  course,  he  has 
not  got. 

The  Chairman.  Can  you  let  us  have  that  letter  now  ? 

Mr.  Stetson.  Oh,  yes.  It  does  not  amount  to  much.  It  was  only 
a  resume  of  just  what  I  have  stated  here. 

The  Chairman.  Will  you  send  that  letter  to  us  ?  We  would  like 
to  see  it. 

Mr.  Stetson.  Yes;  I  will  send  the  copy  here.  I  will  just  tear  it 
out  of  my  letter  book. 

The  Chairman.  And  everything  else  except  that  letter  is  in  the 
possession  of  Mr.  Thomas,  so  far  as  you  know  ? 

Mr.  Stetson.  Yes.  I  never  knew  I  had  that  letter  imtil  about  a 
week  ago. 

The  Chairman.  I  am  very  much  obliged  to  you  for  j^-our  frankness 
in  volunteering  that  information.  Now,  wMle  Mr.  George  H.  Frazier 
was  urging  you  to  send  back  all  the  correspondence,  did  he  not  say 
that  if  at  any  time  it  sliould  fall  into  the  Government's  hands  it 
might  be  construed  as  a  consph-acy  in  restraint  of  interstate  com- 
merce ? 
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Mr.  Stetson.  Mr.  Frazier  was  very  much  excited  when  he  was  talk- 
ing to  me,  and  I  really  do  not  remember  what  he  said. 

The  Chairman.  Now,  let  me  refresh  your  memory  a  Uttle  on  that 
point,  as  you  seem  to  remember  the  balance  of  it  very  well. 

Mr.  Stetson.  Yes;  my  memory  is  very  good. 

The  Chairman.  And  I  congratulate  you  on  the  frankness  with 
which  3'^ou  reply  to  my  questions.  Now,  did  not  Mr.  Frazier  urge  you 
to  send  all  this  correspondence,  because  he  said  if  it  fell  into  the  hands 
of  the  Government  it  might  be  evidence  to  establish  a  conspiracy  in 
restraint  of  interstate  trade  ? 

Mr.  Stetson.  I  can  not  say  that  he  said  anything  of  that  kind. 

The  Chairman.  I  mean,  did  he  not  say  something  to  that  effect? 

Mr.  Stetson.  I  do  not  remember  that  he  said  anything  to  that 
effect,  and  I  doubt  it  very  much. 

The  Chairman.  What  reason  did  he  give  you  for  wanting  to  send 
these  things  to  Mr.  Thomas,  and  why  was  he  so  excited  ? 

Mr.  Stetson.  I  think  it  was  because 

The  Chairman  (interposing).  Because  Mr.  Earle  was  after  them 
so  hot  ? 

Mr.  Stetson.  Mr.  Earle  makes  me  tired.  He  is  the  only  man 
who  has  made  any  money  out  of  this  deal,  and  he  has  got  rich  on  it. 

The  Chairman.  He  made  that  money  for  the  stockholders,  did 
he  not  ? 

Mr.  Stetson.  No;  for  his  own  pocket.  He  is  always  after  the 
dollars  for  himself.  He  would  not  serve  one  second  as  secretary  for 
any  corporation  unless  there  were  so  many  dollars  per  in  it. 

The  Chairman.  Well,  most  secretaries  receive  a  salary. 

Mr.  Stetson.  I  have  served  as  secretary  many  times  without  any 
salary. 

The  Chairman.  Then  you  must  have  had  a  very  large  interest  in 
the  concern,  did  you  not? 

Mr.  Stetson.  No;  I  have  served  as  secretary  of  many  of  them. 

The  Chairman.  Of  many  corporations  ? 

Mr.  Stetson.  No;  not  of  corporations. 

The  Chairman.  I  mean  secretary  of  great  corporations  with  lots 
of  business  to  transact;  where  the  secretary  has  work  to  do,  do  you 
not  think  the  secretary  ought  to  receive  some  compensation? 

Mr.  Stetson.  Oh,  there  are  times  when  there  is  a  little  honor  in  a 
matter  of  that  kind. 

The  Chairman.  Of  course,  the  secretary  of  a  social  organization 
might  be  different;  but  I  mean  the  secretary  of  a  large  business 
corporation  ought  to  receive  some  compensation? 

Mr.  Stetson.  Certainly. 

The  Chairman.  Now,  what  was  the  cause  of  Mr.  Frazier's  excite- 
ment? 

Mr.  Stetson.  I  do  not  know.  He  is  a  man  of  a  very  excitable 
nature,  anyhow. 

The  Chairman.  Did  he  not  give  you  some  reason  for  his  excite- 
ment?    What  did  he  seem  to  be  excited  about? 

Mr.  Stetson.  I  presume  he  was  excited  about  these  investiga- 
tions, and  so  forth,  but  that  is  only  a  presumption  on  my  part. 

The  Chairman.  I  understand  that;  but  you  saw  him? 

Mr.  Stetson.  I  saw  him;  yes,  sir. 

The  Chairman.  Did  he  say  what  was  the  matter  with  him  ? 
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.  Mr.  Stetson.  No;  he  did  not  say. 

The  Chairman.  You  said  he  was  greatly  excited,  and  as  intelli- 
gent as  you  are,  you  must  have  some  intelligent  idea  as  to  what  "was 
the  matter  with  him.  What  appeared  to  be  the  cause  of  his  excite- 
ment ? 

Mr.  Stetson.  I  presume  he  was  excited  regarding  these  investi- 
gations.    I  presume  that. 

The  Chairman.  What  investigation  do  you  mean  ? 

Mr.  Stetson.  I  mean  the  various  investigations  as  to  the  sugar 
business,  and  these  indictments  which  have  been  going  on  for  the 
last  two  or  three  years.  I  believe  he  is  one  of  the  members  indicted, 
is  he  not  ? 

The  Chairman.  When  was  the  exact  date  you  had  this  talk  with 
Mr.  Frazier;  when  he  came  to  your  office? 

Mr.  Stetson.  I  think  it  was  sometime  early  in  December.  I  am 
not  sure  it  was  December. 

The  Chairman.  In  1903  ? 

Mr.  Stetson.  No;  1910.     This  last  December. 

The  Chairman.  It  was  this  last  December  ? 

Mr.  Stetson.  This  last  December,  this  last  winter. 

The  Chairman.  This  interview  you  speak  of  with  Mr.  Frazier  was 
in  December,  1910.     I  am  trying  to  get  the  year. 

Mr.  Stetson.  Yes;  last  December. 

The  Chairman.  And  you  did  not  send  the  letters  back  until  last 
December  ? 

Mr.  Stetson.  That  was  the  first  time  I  sent  the  letters  back. 

The  Chairman.  And  when  was  the  date  when  this  agent  of  Mr. 
Thomas's  came  down  from  Boston  to  get  these  letters  back,  the 
secretary,  or  whoever  he  was  ? 

Mr.  Stetson.  I  think  it  was  the  first  Sunday  in  January  of  this  year. 

The  Chairman.  Of  this  year  ? 

Mr.  Stetson.  Yes. 

The  Chairman.  Do  you  remember  what  reason  Mr.  Frazier  gave 
in  urging  you  to  let  Mr.  Thomas  have  all  this  correspondence  ? 

Mr.  Stetson.  I  went  over  the  correspondence  with  him,  and  I 
think  he  suggested  to  me  that  it  would  be  well  for  me  to  send  it  to 
Mr.  Thomas,  and  I  said  I  would  be  glad  to  do  so. 

The  Chairman.  Did  he  say  why  ? 

Mr.  Stetson.  He  did  not  say  why.  I  think  my  own  intuition 
would  tell  me  why. 

The  Chairman.  Well,  why  ? 

Mr.  Stetson.  Well,  I  should  think  it  might  give  him  an  oppor- 
tunity to  look  over  the  correspondence  and  possibly  clear  liimseli  and 
the  American  Sugar  Refining  Co.,  which  it  certainly  would  do. 

The  Chairman.  You  think  so  ? 

Mr.  Stetson.  I  think  so.     I  think  it  ought  to. 

The  Chairman.  You  think  it  depends  upon  whether  the  other 
fellow  approached  him,  or  whether  tney  approached  the  other  fellow 
as  to  whether  they  violated  the  law.  In  other  words,  which  one 
solicited  the  violation  first? 

Mr.  Stetson.  Well,  according  to  that,  it  looks  like  I  am  under  the 
ban  of  the  law  as  the  broker. 

The  Chairman.  You  did  not  get  any  brokerage  in  this  matter  ? 

Mr.  Stetson.  No  ;  I  got  left  and.  had  to  even  pay  niy  own  expenses. 
I  say  the  only  man  who  made  any  money  out  of  it  is  George  H.  Earle. 
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The  Chairman.  Why  do  you  say  that  Mr.  Frazier  seemed  to  be  so 
much  excited  ?  What  was  in  his  manner  which  induced  you  to  think 
he  was  so  much  excited  ? 

Mr.  Stetson.  Well,  it  was  only  a  supposition  on  my  part.  He  was 
excited. 

The  Chairman.  You  must  have  had  something  to  base  that 
opinion  on.     Was  it  his  looks  ? 

Mr.  Stetson.  He  is  of  an  excitable  nature,  anyhow. 

The  Chairman.  I  understand  that;  but  you  said  just  now  that  he 
appeared  to  be  very  much  excited  on  this  occasion,  did  you  not  ? 

Mr.  Stetson.  Well,  apparently  he  was  excited. 

The  Chairman.  Now,  how  did  he  exhibit  that  appearance;  in  his 
words,  in  his  manner,  or  by  his  looks  ? 

Mr.  Stetson.  In  his  anxiety  in  listening  to  my  r6sum6  of  the 
letters. 

The  Chairman.  In  his  anxiety  ? 

Mr.  Stetson.  Yes. 

The  Chairman.  In  any  other  way  ? 

Mr.  Stetson.  Well,  as  I  say,  he  is  a  man  of  a  very  nervous  temper- 
ament and  has  a  way  of  twitcliing  his  fingers,  a  nervousness  which  I 
have  also. 

The  Chairman.  You  say  he  was  twitching  his  fingers  ? 

Mr.  Stetson.  The  same  way  that  I  frequently  do,  and  as  I  am 
doing  now. 

The  Chairman.  Just  as  you  are  doing  now  ? 

Mr.  Stetson.  Yes;  I  am  nervous. 

The  Chairman.  Did  he  say  anything  to  you  about  your  compen- 
sation at  this  time  ?     Did  you  talk  to  him  about  that  ? 

Mr.  Stetson.  Well,  nobody  gets  anything  out  of  them. 

The  Chairman.  Out  of  whom,  the  American  Sugar  Refining  Co.  ? 

Mr.  Stetson.  Yes;  without  earning  it  well.     I  know  I  did  not. 

The  Chairman.  You  made  two  efforts  and  did  not  get  anything? 

Mr.  Stetson.  Yes ;  I  got  left  once  by  Segal  and  once  by  the  Amer- 
ican Sugar  Refining  Co.,  but  not  by  Mr.  Thomas.  Mr.  Thomas  is 
one  of  the  most  straightforward  men  I  have  ever  met  in  my  life,  and 
I  have  known  him  from  birth. 

The  Chairman.  Mr.  Stetson,  on  the  occasion  when  Mr.  Frazier  came 
to  you  in  January,  191 1,  about  getting  this  stuff  back  into  Mr. 
Thomas's  hands,  this  correspondence  or  this  evidence,  whatever  you 
choose  to  term  it,  did  you  talk  to  him  about  your  never  having  been 
paid  ? 

Mr.  Stetson.  Well,  I  always  had  a  rankling  in  my  heart  that  I  had 
been  left. 

The  Chairman.  Did  you  mention  that  to  Mr.  Frazier,  then  ? 

Mr.  Stetson.  I  do  not  know  that  I  did.  I  did  not  think  it  was 
Mr.  Frazier' s  affair  at  all. 

The  Chairman.  You  do  not  think  you  mentioned  it  at  all  ? 

Mr.  Stetson.  I  do  not  think  I  did.  I  think  it  was  the  laxity  of 
Mr.  Thomas  in  not  placing  the  matter  more  firmly  before  Mr.  Have- 
meyer  is  the  reason  that  the  business  of  buying  the  Camden  factory 
was  not  done  through  me,  but  nevertheless  I  received  nothing  for  it. 

Mr.  Hinds.  Mr.  Chairman,  there  is  one  thing  I  want  to  suggest: 
During  most  of  this  hearing  I  have  been  unable  to  hear  except  with 
difliculty.     I  think  Judge  Madison  has  had  the  same  difficulty.     I 
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understand  that  the  practice  of  other  hearings  is  to  put  the  witness 
back  farther,  so  that  it  is  necessary  for  him  to  speak  loud  enough  for 
all  to  hear.     I  would  suggest  some  such  proceeding  here. 

The  Chairman.  We  will  do  that,  Mr.  Hinds,  if  it  will  add  to  your 
convenience  or  the  convenience  of  any  member  of  the  committee. 

Mr.  Stetson.  I  have  tried  to  articulate  clearly.     . 

Mr.  Eaker.  Mr.  Chairman,  I  make  this  suggestion  in  behalf  of  Mr. 
Hinds:  If  the  parties  about  the  table  were  not  permitted  to  talk, 
particularly  so  you  can  hear  them  all  over  the  room,  we  would  be  able 
to  hear  the  witness  much  better.  I  have  no  complaint  to  make 
myself,  because  my  hearing  is  fairly  good  and  I  watch  the  witness 
very  closely,  but  I  want  to  say  it  is  a  strain  every  minute,  and  I  do 
not  care  where  the  witness  is  located  if  these  constant  conversations, 
loud  enough  to  hear  them  above  the  witness,  are  continued,  you  can 
not  get  good  results. 

Mr.  Hinds.  I  shall  have  to  confess  to  being  an  offender  in  that 
regard,  perhaps,  but  not  being  able  to  hear  the  proceedings  I  have 
been  reduced  to  private  converstaion  in  order  to  relieve  the 
tediousness. 

Mr.  Raker.  Mr.  Stetson,  in  regard  to  this  conversation  or  commu- 
nication between  you  and  Mr.  Thomas  and  others  were  any  of  these 
letters  in  a  letter  book  ? 

Mr.  Stetson.  All  of  them. 

Mr.  Raker.  All  of  them  were  in  letter  books  ? 

Mr.  Stetson.  Yes,  sir. 

Mr.  Raker.  They  were  copied  in  a  letter  book  ? 

Mr.  Stetson.  Yes,  sir. 

Mr.  Raker.  And  you  had  retained  those  letter  books  up  until 
some  time  in  January,  1911  ? 

Mr.  Stetson.  Up  until  December,  1910. 

Mr.  Raker.  Then  you  did  recognize  this  as  a  business  transaction  ? 

Mr.  Stetson.  Oh,  yes. 

Mr.  Raker.  And  not  as  private  or  simply  personal  matter  with 
friends  and  relatives  ? 

Mr.  Stetson.  Well,  I  can  say  yes  and  no.  Those  letters  written 
to  Mr.  Thomas  I  considered  rather  of  a  private  nature,  and  all  letters 
of  a  private  nature  I  copy  in  the  rear  end  of  my  letter  book,  and  my 
routine  business  letters  go  right  on  through  the  book. 

Mr.  Raker.  And  these  letters  were  copied  in  the  rear  end  of  your 
letter  book  or  letter  books  ? 

Mr.  Stetson.  Yes. 

Mr.  Raker.  Were  there  more  than  one  book? 

Mr.  Stetson.  Yes.     We  use  several  letter  books  a  year. 

Mr.  Raker.  I  mean  on  this  particular  transaction. 

Mr.  Stetson.  On  all  these  transactions.  Do  you  mean  the  Penn- 
sylvania transaction? 

Mr.  Raker.  Yes;  the  Pennsylvania  transaction,  and  the  Camden 
one,  too. 

Mr.  Stetson.  The  Camden  letters  would  be  in  letter  books  of 
1896. 

Mr.  Raker.  Were  there  any  in  1897  ? 

Mr.  Stetson.  Not  to  my  knowledge. 

Mr.  Raker.  The  Pennsylvania  transaction  was  in  a  book  of  what 
year? 
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Mr.  Stetson.  It  would  be  in  the  book  of  1903. . 

Mr.  Rakek.  Were  there  any  in  1904  ? 

Mr.  Stetson.  Possibly  in  1904. 

Mr.  Rakee.  Are  the  books  paged  ? 

Mr  Stetson.  All  paged. 

Mr.  Raker.  Now,  did  you  take  your  letter  books  down  and  go 
over  them,  leaf  them  page  by  page,  to  find  out  the  letters  which  have 
been  written  ? 

Mr.  Stetson.  Oh,  no.  As  I  say,  all  those  private  letters  were  in 
the  rear  end  of  the  book. 

Mr.  Raker.  And  from  the  rear  end  of  the  book,  you  looked  over 
each  letter  ? 

Mr.  Stetson.  I  did. 

Mr.  Rakee.  Did  you  take  some  sharp  instrument  and  cut  that 
leaf  out  ? 

Mr.  Stetson.  No;  I  just  tore  it  right  out  with  my  hand.  It  was 
tissue  paper. 

Mr.  Rakee.  You  did  tear  out  the  letters  ? 

Mr.  Stetson.  Yes,  sir. 

Mr.  Rakee.  And  your  letter  book  would  show  the  pages  where 
you  tore  these  out  ? 

Mr.  Stetson.  Yes,  sir;  certainly  they  would. 

Mr.  Rakee.  You  tore  them  out — right  out  before  Mr.  Frazier  ? 

Mr.  Stetson.  No ;  not  before  Mr.  Frazier.  He  had  nothing  to  do 
with  it.     I  looked  them  up  and  tore  them  out. 

Mr.  Rakee.  Before  he  came  ? 

Mr.  Stetson.  Before  he  came. 

Mr.  Rakee.  Why  did  you  do  that  ? 

Mr.  Stetson.  No;  not  before  he  came;  after  he  came.  Afterwards 
I  looked  up  the  letters. 

Mr.  Raker.  After  he  came  for  the  letters  you  brought  the  letter 
books  out  and  found  the  letters  ? 

Mr.  Stetson.  Mr.  Frazier  did  not  see  those  letters  at  that  time. 
He  came  down  later  and  saw  the  letters. 

Mr.  Rakee.  The  letters  were  intact  at  that  time  ? 

Mr.  Stetson.  At  that  time,  yes. 

Mr.  Rakee.  And  while  Mr.  Frazier  was  there  you  tore  a  sheet  out 
of  the  copy  book  that  contained  the  letters  ? 

Mr.  Stetson.  Not  in  the  presence  of  Mr.  Frazier,  I  did  not. 

Mr.  Rakee.  How  did  you  do  it  ?     Where  did  you  go  to  do  it  ? 

Mr.  Stetson.  Mr.  Frazier  is  not  in  my  office  at  all;  only  he  came 
in  there  once  or  twice. 

Mr.  Rakee.  You  do  not  understand  me.  Mr.  Frazier  came  down 
to  get-  the  letters  f 

Mi.  Stetson.  No  ;  he  did  not. 

Mr.  Rakee.  Then  who  did  ?  I  understood  you  to  say  that  he  was 
nervous  when  he  was  there  talking  to  you  about  it. 

Mr.  Stetson.  The  second  time  he  came  he  was  nervous  because  I 
read  over  the  letters  I  had  found. 

Mr.  Rakee.  You  read  over  the  letters  you  had  found  to  Mr.  Frazier 
and  that  made  him  nervous  1 

Mr.  Stetson.  I  do  not  know  whether  that  made  him  nervous  or  not. 

Mr.  Rakee.  Well,  you  say  he  was  nervous  when  you  read  them, 
and  the  letters  were  still  intact  in  the  book  at  that  time  ? 
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Mr.  Stetson.  No  ;  they  were  not.     I  had  torn  them  out  then. 

Mr.  Raker.  When  ? 

Mr.  Stetson.  Previous  to  that  time. 

Mr.  Raker.  How  long  previous  ? 

Mr.  Stetson.  Some  of  them  I  had  torn  out  as  much  as  15  or  16 
days. 

Mr.  Raker.  This  is  the  Pennsylvania  business  we  are  talking 
about  now. 

Mr.  Stetson.  They  had  been  torn  out  within  the  week. 

Mr.  Raker.  That  would  be  in  the  first  part  of  December  ? 

Mr.  Stetson.  Yes. 

Mr.  Raker.  Why  did  you  tear  them  out  of  the  book  before  Frazier 
came  down? 

Mr.  Stetson.  Mr.  Frazier  was  down  at  my  office  twice.  The  first 
time  he  came  there  and  suggested  it. 

Mr.  Raker.  Wliat  was  the  date  when  he  was  there  the  first  time  ? 

Mr.  Stetson.  Some  time  in  December. 

Mr.  Raker.  The  first  part  of  December? 

Mr.  Stetson.  Tbe  early  part  of  December,  yes. 

Mr.  Raker.  Now,  those  letters  were  all  in  the  book  intact  when 
he  came  there  the  first  time? 

Mr.  Stetson.  Yes. 

Mr.  Raker.  And  you  read  part  of  those  letters,  thus  intact  in  the 
books,  to  Frazier? 

Mr.  Stetson.  No,  I  did  not.  Mr.  Frazier  never  saw  those  letters 
until  he  was  in  my  office  the  second  time,  and  he  did  not  see  all  of 
them  at  that  time.     I  just  gave  him  a  r&ume  of  it. 

Mr.  Raker.  The  letters  were  all  intact  in  the  book  when  Frazier 
came  the  first  time? 

Mr.  Stetson.  Yes. 

Mr.  Raker.  You  did  not  read  the  letters  to  him  the  first  time? 

Mr.  Stetson.  I  did  not. 

Mr.  Raker.  But  you  had  selected  them  and  knew  where  they  were, 
and  you  talked  about  the  letters  when  he  was  there  the  first  time  ? 

Mr.  Stetson.  I  did. 

Mr.  Raker.  Then  when  did  you  tear  the  letters  out  of  the  book, 
with  reference  to  the  time  when  Frazier  was  there  ? 

Mr.  Stetson.  I  did  that  within  two  or  three  days,  or  possibly  I 
did  it  that  afternoon.     I  think  he  was  in  the  office  in  the  morning. 

Mr.  Raker.  The  afternoon  of  the  first  day  when  he  was  there  ? 

Mr.  Stetson.  Yes.     The  next  time  he  came  in  about  noon. 

The  Chairman.  Did  you  take  all  of  them  out  before  he  came  back 
the  second  time 

Mr.  Stetson.  All  that  I  found  in  the  letter  book;  yes. 

Mr.  Raker.  Then  you  had  them  put  away  in  a  separate  package? 

Mr.  Stetson.  In  an  envelope. 

Mr.  Raker.  When  he  came  the  second  time,  did  you  tell  him  you 
had  torn  the  letters  out  of  the  book  ? 

Mr.  Stetson.  Well,  I  should  think  he  would  Icnow  that,  because 
they  are  all  numbered  in  my  letter  book,  and  I  took  them  out  and 
showed  them  to  him. 

Mr.  Raker.  What  did  you  say  to  him  about  your  gathering  all 
your  letters  together  at  that  time  ? 

Mr.  Stetson.  I  told  him  I  had  all  these  letters  and  I  would  put 
them  in  an  envelope  and  send  them  to  Mr.  Ball  in  New  York. 
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Mr.  Eakek.  Did  you  tell  him  you  had  gathered  up  copies  of  all 
the  letters  you  had  written,  and  had  them  in  an  envelope  ? 

Mr.  Stetson.  I  did. 

Mr.  Eaker.  What  did  you  do  with  regard  to  the  letters  you  had 
received  from  Thomas  and  the  others  at  this  same  time  ? 

Mr.  Stetson.  They  were  also  in  the  same  envelope. 

Mr.  Raker.  And  you  informed  him  that  you  had  all  this  evidence 
at  that  time  in  your  possession  ? 

Mr.  Stetson.  I  did. 

Mr.  Raker.  Was  anyone  else  in  the  room  besides  you  and  Mr. 
Frazier  ? 

Mr.  Stetson.  I  am  in  business  by  myself,  and  I  was  in  my  private 
office. 

Mr.  Raker.  Mj  question  was  plain.  Was  there  anybody  in  the 
room  except  you  and  Mr.  Frazier  ? 

Mr.  Stetson.  No  one. 

Mr.  Raker.  Your  clerk  was  not  there  ? 

Mr.  Stetson.  No,  sir;  he  was  in  the  outer  office. 

Mr.  Raker.  What  did  you  talk  about  at  that  time  before  you 
turned  the  letters  over  to  him  ? 

Mr.  Stetson.  I  did  not  turn  the  letters  over  to  Mr.  Frazier. 

Mr.  Raker.  At  that  time,  or  when  he  was  there  the  second  time  ? 

Mr.  Stetson.  No;  Mr.  Frazier  never  had  that  package  of  letters 
in  his  hands.  I  read  a  resume  of  them  to  him.  Mr.  Frazier  has  never 
touched  one  of  those  letters  in  my  presence. 

Mr.  Raker.  He  left  without  the  letters? 

Mr.  Stetson.  Yes. 

Mr.  Raker.  What  did  he  say  about  getting  the  letters  ? 

Mr.  Stetson.  He  requested  I  should  hand  them  to  Mr.  Ball,  as  Mr. 
Ball  was  going  to  New  York  the  next  day. 

Mr.  Raker.  Who  was  Mr.  Ball  ? 

Mr.  Stetson.  Mr.  Ball  was  the  head  of  the  Spreckels  refinery  in 
Philadelphia. 

Mr.  Raker.  And  he  was  connected  with  the  American  Sugar 
Refining  people  ? 

Mr.  Stetson.  Yes;  in  Philadelphia. 

Mr.  Raker.  Is  he  an  attorney  ? 

Mr.  Stetson.  No;  he  was  manager  of  that  concern. 

Mr.  Raker.  Did  you  and  Frazier  talk  about  the  effect  of  those 
letters  ? 

Mr.  Stetson.  Not  that  I  remember. 

Mr.  Raker.  Did  you  talk  over  the  subject  as  to  what  effect  they 
would  have  upon  anj^  future  dealings  ? 

Mr.  Stetson.  I  think  I  said  it  would  be  advantageous,  I  thought, 
for  Mr.  Thomas  to  look  over  them. 

Mr.  Raker.  You  knew  at  that  time  there  had  been  a  suit  com- 
menced against  the  American  Sugar  Refining  Co.  in  the  southern 
district  of  New  York,  did  j^ou  not  ? 

Mr.  Stetson.  Oh,  yes,  sir. 

Mr.  Raker.  To  dissolve  this  corporation  ? 

Mj.  Stetson.  Yes. 

Mr.  Raker.  Charging  the  corporation,  as  well  as  certain  indi- 
viduals, with  having  violated  certain  statutes  of  the  United  States? 
99220— No.  16—11—2 
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Mr.  Stetson.  I  knew  that;  yes,  sir. 

Mr.  Rakee.  You  knew  that  ? 

Mr.  Stetson.  Of  course  I  did. 

Mr.  Raker.  Now,  what  was  said  between  you  and  Frazier  about 
the  compensation  that  you  were  to  get  for  turning  over  these  letters? 

Mr.  Stetson.  The  compensation? 

Mr.  Raker.  Yes. 

Mr.  Stetson.  I  have  never  received  a  cent,  and  I  never  have  been 
offered  a  cent. 

Mr.  Raker.  That  is  not  what  I  asked  you.  What  was  said  between 
you  and  Frazier  as  to  what  compensation  you  were  to  get  for  turning 
these  letters  over? 

Mr.  Stetson.  Not  a  single  word. 

Mr.  Raker.  Frazier  said  nothing  to  you  ? 

Mr.  Stetson.  No,  sir. 

Mr.  Rakee.  And  you  said  nothing  to  Frazier? 

Mr.  Stetson.  No,  sir.  He  is  not  that  kind  of  a  man.  He  does  not 
let  go  of  dollars,  Mr.  Frazier  don't. 

Mr.  Raker.  How  were  you  financially  fixed  then;  very  good? 

Mr.  Stetson.  No;  I  have  to  work  for  my  living. 

Mr.  Raker.  And  you  knew  that  these  were  incriminating  letters, 
did  you  not  ? 

Mr.  Stetson.  No;  I  did  not  think  they  were.  I  thought  they 
might  assist  them 

Mr.  Rakee.  Now- 


Mr.  Stetson  (interposing).  Please  let  me  finish  answering  your 
question.    I  thought  they  might  assist  him  in  his  defense. 

Mr.  Rakee.  Then  they  were  to  assist  him  in  his  defense  ? 

Mr.  Stetson.  Or  assist  the  American  Sugar  Refining  Co.  in  their 
defense. 

Mr.  Rakee.  They  would  help  to  show  he  was  innocent  ? 

Mr.  Stetson.  Yes. 

Mr.  Haker.  And  they  were  not  to  show  any  criminality  on  the 
part  of  the  American  Sugar  Refining  Co.  or  anybody  else  ? 

Mr.  Stetson.  Not  at  all. 

Mr.  Raker.  What  made  you  think  they  would  show  his  innocence 
in  the  matter  ? 

Mr.  Stetson.  Because  I  felt,  and  I  still  feel,  that  Mr.  Thomas  is 
perfectly  innocent  of  any  wrongdoing. 

Mr.  Raker.  You  did  tfiis,  then,  specifically  for  Mr.  Thomas  ? 

Mr.  Stetson.  For  Mr.  Thomas;  not  for  the  American  Sugar 
Refining  Co.,  not  by  any  means. 

Mr.  Raker.  You  wanted  to  help  Mr.  Thomas  out;  was  that  it? 

Mr.  Stetson.  Yes,  sir;  and  that  alone.  I  care  nothing  for  the 
American  Sugar  Refining  Co. 

Mr.  Raker.  Or  for  any  other  of  the  officers  ? 

Mr;  Stetson.  No,  sir. 

Mr.  Raker.  What  made  you  want  to  help  Mr.  Thomas  out  ? 

Mr.  Stetson.  Why  should  I  not  want  to  help  a  kinsman — why 
should  I  not? 

Mr.  Rakee.  I  overlooked  that.  It  looked  peculiar  to  me,  a  man 
getting  up  a  lot  of  letters  in  evidence. 

Mr.  Stetson.  I  am  not  built  of  that  kind  of  clay.  I  would  not 
want  to  sell  letters,  oh  no. 
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Mr.  Raker.  As  a  business  transaction  ? 

Mr.  Stetson.  No.  That  is  blackmail.  I  am  not  built  of  that 
kind  of  clay. 

Mr.  Raker.  All  right.  Have  you  any  idea  how  many  letters  you 
turned  over,  letters  written  to  you  by  these  people  at  that  time  ? 

Mr.  Stetson.  I  have  not  an  idea. 

Mr.  Raker.  Have  you  any  idea  how  many  letters  were  sent  to 
them? 

Mr.  Stetson.  I  have  not  an  idea;  perhaps  it  may  have  been  10 
or  15  or  20;  not  any  more  than  20.  It  may  have  been  only  10  or 
15.  I  do  not  think  there  were  that  many  of  Mr.  Thomas's.  I  think 
my  letters  were  twice  the  number  of  Mr.  Thomas's.  I  was  trying 
to  make  business.  I  am  like  Mr.  Earle;  I  am  for  the  dollars  if  I 
can  make  them  honestly. 

Mr.  Raker.  There  would  have  been  no  harm  had  Mr.  Thomas 
come  down  there  with  his  friend  and  said,  "  These  letters  are  of  no 
use  to  you  and  if  you  will  give  them  to  us  we  will  give  you  $5,000." 
Would  that  have  been  wrong  ? 

Mr.  Stetson.  I  should  have  considered  that  an  insult  and  I 
should  have  ordered  them  out  of  the  office.  That  is  the  kind  of  a 
man  I  am. 

Mr.  Raker.  I  see. 

Mr.  Stetson.  I  am  not  a  George  H.  Earle  by  any  means,  either  in 
ability  or  money  grabbing. 

Mr.  Raker.  I  am  not  assuming  anything  on  anybody's  part. 

Mr.  Stetson.  I  should  consider  it  highly  dishonest  for  a  man  to  sell 
social  letters. 

Mr.  Raker.  We  want  the  facts,  and  the  only  way  to  secure  them  is 
to  ask  for  them. 

Mr.  Stetson.  I  am  giving  them  to  you. 

Mr.  Raker.  Had  the  district  attorney  of  New  York,  or  anyone, 
asked  you  if  you  had  any  communications  of  this  kind  ? 

Mr.  Stetson.  No,  sir. 

Mr.  Raker.  Had  you  informed  anyone  before  that  time  ? 

Mr.  Stetson.  Of  my  letters  ? 

Mr.  Raker.  Yes,  sir;  or  the  correspondence  between  you  and 
Mr.  Thomas  and  others  ? 

Mr.  Stetson.  It  was  talked  of  publicly  in  1903  at  the  Manufac- 
turers' Club,  about  my  letters. 

Mr.  Raker.  It  was  ? 

Mr.  Stetson.  As  I  explained  in  my  early  testimony  about  Mr. 
Segal,  they  were  private  property. 

Mr.  Raker.  You  have  been  a  man  doing  a  good  deal  of  business, 
have  you  not  ? 

Mr.  Stetson.  Ihavebeeninbusinessformyself for 42 years.  lam 
63  years  of  age. 

Mr.  Raker.  Did  you  not  intend  in  giving  those  letters  to  Mr. 
Thomas  that  the  district  attorney  would  not  be  able  to  get  them  ? 

Mr.  Stetson.  I  do  not  think  that  entered  my  mind  at  all. 

Mr.  Raker.  I  see. 

Mr.  Stetson.  Not  for  a  moment. 

Mr.  Raker.  All  right.     I  think  that  is  aU. 

Mr.  Madison.  I  may  repeat  a  Uttle,  but  my  examination  is  going 
to  be  very  brief,  and  in  repeating  it  will  be  because  I  did  not  clearly 
understand  you. 


1344  AMERICAN   SUGAR  REFINING   CO. 

Mr.  Stetson.  Yes,  sir. 

Mr.  Madison.  As  I  understand  it,  Segal  built  the  Camden  plant  m 
1895  or  1896? 

Mr.  Stetson.  I  believe  so ;  in  1896. 

Mr.  Madison.  And  you  received  a  letter  frona  your  cousin  Wash- 
ington B.  Thomas,  to  see  what  could  be  done  about  buying  that  plant  ? 

Mr.  Stetson.  To  look  into  the  plant  and  to  inquire  into  Mr. 
Adolph  Segal's  capabiUties  and  abihty. 

Mr.  Madison.  And  at  once  you  inferred,  you  jumped  to  the  con- 
clusion, that  the  American  Sugar  Refining  Co.  probably  wanted  to 
buy  that  plant  ? 

Mr.  Stetson.  As  a  broker,  I  did. 

Mr.  Madison.  Your  broker's  instinct  came  at  once  into  your  mind  ? 

Mr.  Stetson.  Certainly. 

Mr.  Madison.  To  assist  m  seUmg  it  and  make  a  comnussion  ? 

Mr.  Stetson.  Yes,  sir. 

Mr.  Madison.  Did  you  really  think  that  you  contributed  to  the 
selhng  of  the  plant  to  the  American  Sugar  Refining  Co.  ? 

Mr.  Stetson.  I  think  I  did  contribute  a  great  deal  to  the  suc- 
cessful ending  of  Mr.  Segal  in  landing  the  plant  on  the  American 
Sugar  Refining  Co.  I  do  not  think  I  was  working  for  the  American 
Sugar  Refining  Co..  I  think  I  was  working  for  Mr.  Segal  at  the  sug- 
gestion of  a  kinsman  of  mine. 

Mr.  Madison.  As  a  matter  of  fact,  then,  you,  the  agent  of  Segal, 
did  assist  in  landing  the  plant  onto  the  company  ? 

Mr.  Stetson.  I  was  not  the  agent  of  Segal.  I  never  met  Segal 
even  until  seven  years  afterwards. 

Mr.  Madison.  "Then  I  did  not  catch  you  a  moment  ago.  I  thought 
you  said  you  contributed  materially  toward  Segal  getting  the  plant 
on  the  company? 

Mr.  Stetson.  That  is  what  I  told  him  when  I  first  met  him.  It 
was  the  information  I  had  given  to  the  American  Sugar  Refining  Co. 
as  to  his  ability  and  as  to  his  stability  and  as  to  the  refinery. 

Mr.  Madison.  But  do  you  feel  his  moral  liability  to  you,  if  there 
is  no  legal  liabihty,  a  moral  hability  to  you  for  a  commission  as  a 
result  of  that  Camden  transaction  ? 

Mr.  Stetson.  I  do  not  feel  that  anybody  is  morally  hable  to  me. 
I  think,  as  I  stated  to  the  chairman,  that  it  was  the  laxity  of  Mr. 
Thomas  in  placing  my  letters  probably  before  Mr.  Havemeyer  that  he 
did  not  authorize  me — did  not  buy  the  refinery  through  me. 

Mr.  Madison.  In  other  words,  your  contribution  to  the  matter  was 
this,  that  you  were  asked  to  look  up  Segal  and  to  give  Mr.  Washington 
Thomas  information  in  regard  to  the  kind  and  character  of  man 
Segal  was? 

Mr.  Stetson.  Yes,  sir;  as  to  his  stability. 

Mr.  Madison.  And  the  probability  of  dealing  with  him  on  satis- 
factory terms,  etc. 

Mr.  Stetson.  Yes,  sir;  and  to  look  into  the  refinery. 

Mr.  Madison.  Did  you  give  him  a  great  deal  of  the  same  informa- 
tion that  Mr.  Earle  gave  to  the  Attorney  General  with  regard  to  Segal  ? 

Mr.  Stetson.  I  gave  him  all  I  ascertained  from  my  lawyer,  Mr. 
Martin  V.  Bergan. 

Mr.  Madison.  Mr.  Earle  says  that  Segal  is  a  fool.  You  have  read 
that  ? 
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Mr.  Stetson.  Yes,  sir. 

Mr.  Madison.  You  asked  me  to  hand  you  the  book « 

Mr.  Stetson.  Yes,  sir. 

Mr.  Madison.  Mr.  Earle  says  that  Mr.  Segal  was  a  fool  and  was 
a  man  easily  imposed  upon. 

Mr.  Stetson.  I  do  not  think  any  more  than  Mr.  Earle. 

Mr.  Madison.  I  say  that  Mr.  Earle  says  that? 

Mr.  Stetson.  Yes,  sir. 

Mr.  Madison.  That  he  is  a  man  who  was  raised  in  Vienna  during 
a  boom  period  and  that  he  has  wild  ideas  with  regard  to  boom 
propositions  ? 

Mr.  Stetson.  A  Mulberry  Sellers. 

Mr.  Madison.  Yes,  sir;  who  sees  millions  in  everytliing? 

Mr.  Stetson.  Yes,  sir. 

Mr.  Madison.  Did  you  report  to  your  cousin,  Mr.  Washington 
Thomas,  that  Segal  was  a  kind  of  fool;  that  he  had  not  business 
shrewdness  and  could  be  readily  imposed  upon  ? 

Mr.  Stetson.  No,  sir;  I  would  hke  to  be  as  smart  a  fool  as  he  is. 

Mr.  Madison.  You  do  not  agree  with  Mr.  Earle  in  that  respect  ? 

Mr.  Stetson.  Not  at  all.  He  is  a  smart  fool.  Mr.  Earle,  he  did 
him  up,  and  the  shaving  shop  of  which  he  is  president,  the  Real 
Estate  Co. 

Mr.  IMadison.  You  say  that  Segal  did  Earle  up  ? 

Mr.  Stetson.  The  shaving  shop  of  which  Mr.  Earle  is  now  presi- 
dent. 

Mr.  Madison.  Well,  Mr.  Earle  is  not  a  barber? 

Mr.  Stetson.  No,  sir;  but  it  was  looked  upon  like  a  barber  shop, 
that  real  estate  company,  previous  to  Mr.  Earle's  rehabihtation. 
They  would  advance  on  all  the  "cats"  and  "dogs"  offered  to  them 
for  a  bonus  to  somebody. 

Mr.  Madison.  Previous  to  Mr.  Earle's  administration  ? 

Mr.  Stetson.  I  say  that.  I  know  nothing  of  the  real  estate  com- 
pany now. 

Mr.  Madison.  It  is  not  a  shaving  proposition  now? 

Mr.  Stetson.  I  do  not  know. 

Mr.  Madison.  Mr.  Earle  rehabilitated  it  and  put  it  on  its  feet  ? 

Mr.  Stetson.  So  he  says. 

Mr.  Madison.  So  he  says  ? 

Mr.  Stetson.  So  he  says.    Well,  I  am  not  so  sure. 

Mr.  Madison.  So  you  did  not  give  him  that  kiud  of  information? 

Mr.  Stetson.  No,  sir. 

Mr.  Madison.  What  did  you  tell  him,  the  kind  and  character  of  a 
man  that  Segal  was  and  the  kind  of  man  he  would  have  to  deal  with  ? 

Mr.  Stetson.  I  did  not  tell  him  the  kind  of  man  he  was.  I  told 
him  that  he  was  reputed — I  can  not  say  successful — but  an  energetic 
promoter,  and  everything  he  had  promoted  previously  in  Camden 
County,  which  were  a  match  factory  and  a  soap  factory,  had  been 
running  successfully,  and  now  that  the  Camden  refinery  would  melt 
and  refine  sugar  and  if  the  American  Sugar  Refining  Co.  had  any 
idea  of  purchasing  that  refinery,  I  would  be  very  glad  if  they  pur- 
chased it  through  me;  that  I  thought  I  could  purchase  it  as  low  as 
anybody  else  and  make  a  commission. 

Mr.  Madison.  Did  you  not  say  a  moment  ago  that  there  was  some 
impossible  proposition  that  Segal  had  gotten  into,  whether  at  the 
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time  or  later  that  Segal  had  gotten  into,  that  rather  vindicated  Mr. 
Earle's  opinion  of  him  ? 

Mr.  Stetson.  This  was  seven  years  afterwards,  when  he  went  into 
the  Pennsylvania  Refinery  business. 

Mr.  Madison.  You  did  report  to  him  later  that  he  had  gotten  into 
some  impossible  proposition  ? 

Mr.  Stetson.  Yes,  sir. 

Mr.  Madison.  Some  wild-eyed  speculative  propositions  ? 

Mr.  Stetson.  Yes,  sir;  the  Majestic  Apartment,  Chickies  Furnace, 
and  the  Pennsylvania  Refinery. 

Mr.  Madison.  What  kind  of  a  furnace  ? 

Mr.  Stetson.  A  pig-iron  furnace  a  few  miles  from  Columbia. 

Mr.  Madison.  That  was  one  of  the  speculative  propositions  ? 

Mr.  Stetson.  A  promotion. 

Mr.  Madison.  A  proposition  to  sell  the  stock  to  the  public,  etc.? 

Mr.  Stetson.  That  is  it. 

Mr.  Madison.  And  unload  it  on  the  public  ? 

Mr.  Stetson.  It  has  never  run. 

Mr.  Madison.  Did  he  succeed  in  unloading  the  stock  on  the  public  ? 

Mr.  Stetson.  I  do  not  know;  he  had  not  up  to  that  time,  1903. 

Mr.  Madison.  Was  your  estimate  of  Segal  this,  that  he  was  a  bright 
fellow,  so  far  as  the  promoting  of  his  schemes  was  concerned  and 
unloading  them  on  the  public  ? 

Mr.  Stetson.  When  I  wrote  Mr.  Thomas  in  1896  I  wrote  him  just 
as  I  believed  him  to  be  and  as  I  had  been  informed  by  my  attorney, 
that  he  was  bright,  successful,  and  an  energetic  man,  as  he  had 
proved  himself  up  to  that  time.  Seven  years  later  when  he  built 
the  Pennsylvania  Refinery  he  was  done  for. 

Mr.  Madison.  That  was  his  downfall  ? 

Mr.  Stetson.  Evidently. 

Mr.  Madison.  Had  his  business  been  one  of  promoter,  what  we 
would  call,  perhaps,  "hot  air,"  in  which  he  sold  nothing  except  stock 
to  the  public  or  overcapitalized  a  proposition  and  sold  nis  stock  with 
a  lot  of  water  in  it  to  the  public  and  made  money  out  of  his  promo- 
tion schemes — was  that  the  kind  of  a  man  Segal  was  ? 

Mr.  Stetson.  That  is  the  kind  of  a  man  he  has  proved  to  be.  In 
1896  he  was  not  that  kind  of  man.  I  did  not  know  him  for  seven 
years  afterwards. 

Mr.  Madison.  But  later  and  at  the  time  Mr.  Earle  referred  to  him 
he  had  become  that  kind  of  a  man — I  am  simply  asking  for  informa- 
tion and  not  making  the  assertion  myself — at  the  time  when  Mr. 
Earle  described  him  to  be  a  boomer  and  speculator  ? 

Mr.  Stetson.  A  boomer  and  speculator,  but  not  a  fool,  any  more 
than  Earle  is;  not  at  all.     I  can  not  ascribe  that  to  him. 

Mr.  Madison.  When  the  Pennsylvania  matter  came  up  you  again 
had  some  correspondence  with  your  cousin,  Washington  Thomas  ? 

Mr.  Stetson.  Yes,  sir. 

Mr.  Madison.  Give  me  an  account,  just  briefly,  of  what  it  was  that 
you  wrote  to  your  cousin  then. 

Mr.  Stetsox.  I  wrote.  Mm  of  my  first  meeting  with  Adolph  Segal. 
That  was  in  August,  possibly  in  the  middle  of  August,  1903,  at  the 
Manufacturers'  Club. 

Mr.  Madison.  Did  you  write  this  in  response  to  a  letter  from 
Mr.  Thomas  ? 
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Mr.  Stetson.  I  volimteered  it. 

Mr.  Madison.  You  volunteered  it  ? 

Mr.  Stetson.  Yes,  sir. 

Mr.  Madison.  Why?  Had  you  gotten  onto  the  fact  that  the 
American  Sugar  Kefining  Co.  was  seeking  to  get  hold  of  the  Penn- 
sylvania Co.  ? 

Mr.  Stetson.  I  got  onto  the  fact  that  Mr.  Segal  wanted  to  get  rid 
of  his  refinery. 

Mr.  Madison.  And  you  thought  they  would  want  to  buy  it? 

Mr.  Stetson.  No,  sir;  but  I  thought  possibly  I  could  make  a  com- 
mission by  selling  it  to  them. 

Mr.  Madison.  In  other  words,  you  thought  that  you  would  try  to 
bring  the  two  parties  together  and  make  a  commission? 

Mr.  Stetson.  Yes,  sir. 

Mr.  Madison.  From  Segal  or  the  purchasers  ? 

Mr.  Stetson.  Never  from  Segal;  the  purchasers  only  paid. 

Mr.  Madison.  Sometimes  they  do,  in  fact  ? 

Mr.  Stetson.  B3'  agreement. 

Mr.  Madison.  That  is  what  caused  me  to  ask  the  question.  You 
got  a  reply  back  from  Mr.  Thomas  ? 

Mr.  Stetson.  Yes,  sir. 

Mr.  Madison.  Did  he  encourage  you  to  go  ahead  ? 

Mr.  Stetson.  To  look  into  the  matter  and  to  find  out  what  the 
refinery  cost. 

Mr.  Madison.  Are  we  to  understand  that  you  were  the  first  person 
who  brought  the  Pennsylvania  refining  plant  to  the  attention  of 
Mr.  Washington  B.  Thomas,  who  was  then  vice  president  of  the 
American  Sugar  Refining  Co.  ? 

Mr.  Stetson.  I  do  not  think  he  was  the  vice  president;  I  think  he 
was  the  treasurer. 

Mr.  Madison.  He  was  a  director  and  officer? 

Mr.  Stetson.  Yes,  sir. 

Mr.  Madison.  And  you  were  the  person  who  took  the  initiative  in 
that  matter,  out  of  which  this  entire  refinery  transaction  grew  ? 

Mr.  Stetson.  So  far  as  I  know,  although  Segal  had  said  at  my  first 
meeting  that  he  had  been  trying  to  get  into  touch  with  Havemeyer 
or  the  American  Sugar  Refining  Co.,  but  they  would  not  appear  to 
"bite."  He  said  it  to  this  coterie  of  gentlemen  sitting  around  the 
table. 

Mr.  Madison.  Did  he  mention  Kissel  to  you  ? 

Mr.  Stetson.  No,  sir. 

Mr.  Madison.  Did  he  at  any  time  mention  Kissel  to  you  ? 

Mr.  Stetson.  No;  never. 

Mr.  Madison.  He  apparently  never  knew,  as  a  matter  of  fact,  that 
it  was  the  American  Sugar  Refining  Co.  that  was  dealing  with  him  in 
the  Kissel  transaction  ? 

Mr.  Stetson.  He  said  so  yesterday,  but  I  have  my  opinion. 

Mr.  Madison.  Did  you  have  anything  to  base  it  on  ? 

Mr.  Stetson.  Nothing  whatever. 

Mr.  Madison.  You  have  simply  an  opinion  that  he  did  know  ? 

Mr.  Stetson.  My  opinion  after  he  dropped  me  by  offering  me 
$5,000  to  sell  the  refinery  and  about  two  months  afterward  he  raised 
the  money  to  start  the  work  on  the  Majestic  Apartment  House.  I 
guess  he  knew,  although  he  may  say  he  did  not. 
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Mr.  IklADisoN.  Did  he  say  to  you  at  the  time  you  went  to  him 
that  he  had  been  trying  to  get  the  American  Sugar  Eefining  Co.  to 
buy  the  plant  ? 

Mr.  Stetson.  No,  sir;  he  said  that  pubhcly  in  the  caf§  of  the 
Manufacturers'  Club. 

Mr.  Madison.  In  1896  he  had  sold  his  Camden  plant  at  a  profit 
to  the  American  Sugar  Kefining  Co.,  and  in  1903  he  constructed  this 
other  plant  ? 

Mr.  Stetson.  Yes,  sir. 

Mr.  Madison.  And  your  idea  of  the  matter,  as  a  matter  of  fact, 
is  that  he  was  building  it  for  a  bait  for  the  American  Sugar  Refining 
Co.  to  buy  him  out  again? 

Mr.  Stetson.  Certainly. 

Mr.  Madison.  In  order  to  make  money  out  of  the  proposition  ? 

Mr.  Stetson.  Certainly. 

Mr.  Madison.  That  is  your  idea  ? 

Mr.  Stetson.  Certainly,  and  that  of  everybody  around  Phila- 
delphia. 

Mr.  Madison.  Give  us  something  tangible  in  connection  with 
that  matter.  Why  did  they  have  that  idea,  as  a  matter  of  fact, 
that  he  was  simply  dangling  the  Pennsylvania  plant  before  the 
American  Sugar  Refining  Co.,  expecting  them  to  dash  at  it  and 
take  it  in  at  his  profit.     What  is  the  evidence  of  that  ? 

Mr.  Stetson.  What  would  be  the  evidence  of  any  promoter  build- 
ing property,  but  to  put  it  on  the  public? 

Mr.  Madison.  Your  idea  is  that  he  never  intended  to  operate  it? 

Mr.  Stetson.  That  was  my  impression.  I  have  nothing  to  base 
it  on,  except  that  he  was  a  promoter. 

Mr.  Madison.  That  was  the  character  of  his  business  ? 

Mr.  Stetson.  Yes,  sir. 

Mr.  Madison.  I  assume  that  you  reasoned  somewhat  on  the  pre- 
vious transaction  with  the  Camden  plant,  being  a  broker  ? 

Mr.  Stetson.  Certainly. 

Mr.  Madison.  And  the  soap  plant  and  other  interests  ? 

Mr.  Stetson.  Certainly.  He  never  ran  the  factories.  He  put 
them  in  order  and  sold  them  and  they  were  run  and  run  successfully. 

Mr.  Madison.  When  was  it — that  is  a  repetition  again. 

Mr.  Stetson.  I  will  be  glad  to  reply. 

Mr.  Madison.  When  was  it  that  you  got  the  letter  from  Washing- 
ton B.  Thomas  asking  you  to  return  his  correspondence? 

Mr.  Stetson.  I  never  received  such  a  letter.  It  was  my  suggestion 
that  the  letters  be  sent  to  Mr.  Thomas. 

Mr.  Madison.  Did  not  somebody  come  to  you  and  suggest  it  ? 

Mr.  Stetson.  No;  I  suggested  it,  and  then  Mr.  Frazier  came  to  me 
afterwards. 

Mr.  Madison.  It  was  your  suggestion,  as  a  matter  of  fact,  in  the 
first  instance  ? 

Mr.  Stetson.  The  suggestion  came  from  me  that  it  would  be  wise 
to  let  Mr.  Thomas  have  that  correspondence. 

Mr.  Madison.  When  did  that  come  to  your  mind,  about  when  ? . 

Mr.  Stetson.  In  the  last  year. 

Mr.  Madison.  In  1910? 

Mr.  Stetson.  1910. 

Mr.  Madison.  Was  that  about  the  time  that  Mr.  Washington  B. 
Thomas  was  indicted  ? 
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Mr.  Stetson.  Rather  before. 

Mr.  Madison.  That  was  about  the  time  that  Washington  B. 
Thoma,s  was  indicted  for  participation  ia  the  purchase  of  this  Penn- 
sylvania refining  plant  and  the  shutting  down — that  was  about  the 
time  that  it  occurred  to  you  that  these  letters  had  better  be  put 
in  Mr.  Thomas's  hands  ? 

Mr.  Stetson.  As  he  was  subject  to  indictment  I  thought  it  would 
be  well  for  Mr.  Thomas  to  have  the  letters,  not  the  American  Sugar 
Refining  Co. 

Mr.  Madison.  You  thought  that  your  cousin  might  well  have  his 
letters  ? 

Mr.  Stetson.  Yes,  sir;  and  I  still  feel  so.  I  am  very  glad  he  has 
them. 

Mr.  Madison.  When  the  matter  came  to  your  mind  you  thought 
these  letters  better  be  out  of  your  possession  ? 

Mr.  Stetson.  No  ;  I  thought  the  letters  might  be  a  defense  for  him. 

Mr.  Madison.  You  did  not  think,  as  a  matter  of  fact,  that  it  might 
be  evidence  against  him  ? 

Mr.  Stetson.  No,  sir;  a  defense. 

Mr.  Madison.  Your  sole  idea  was  to  assist  him  in  bunding  up  a 
defense  ? 

Mr.  Stetson.  Certainly. 

Mr.  Madison.  Now,  as  a  matter  of  fact,  was  not  the  "vigilance  of 
Mr.  Earle  in  that  community  and  in  connection  with  this  transaction 
what  caused  you  to  feel  that  you  better  send  the  letters  over  there  to 
this  man  ? 

Mr.  Stetson.  I  do  not  know  that  I  considered  Mr.  EarJe  in  the  mat- 
ter at  all. 

Mr.  Madison.  He  had  been  very  active  in  this  matter  ? 

Mr.  Stetson.  Yes,  sir. 

Mr.  Madison.  In  having  these  parties  indicted  ? 

Mr.  Stetson.  Yes,  sir. 

Mr.  Madison.  And  all  that  sort  of  thing? 

Mr.  Stetson.  Yes,  sir. 

Mr.  Madison.  Very  vigilant — one  of  the  citizens  of  your  community 
standing  for  law  and  order? 

Mr.  Stetson.  No.  I  suppose  Mr.  Earle  delighted  to  get  in  the 
limelight. 

Mr.  Madison.  Why  do  you  say  that  ? 

Mr.  Stetson.  I  am  a  member  of  a  very  prominent  club  in  Plaila- 
delphia,  the  Union  League,  and  that  is  about  the  impression  of  Mr. 
Earle  we  have  around  the  League.  I  do  not  know  him  at  all;  I  never 
saw  him  until  yesterday. 

The  Chairman.  I  do  not  think  it  is  proper  for  you  to  criticize  a  wit- 
ness before  the  committee. 

Mr.  Stetson.  Not  when  he  criticized  T.  R.  ?  T.  R.  is  a  friend  of 
mine  and  I  admire  him  very  much  indeed. 

The  Chairman.  Let  me  suggest  to  the  witness  that  the  committee 
is  willing  to  hear  any  information  which  you  can  give  it  on  this  sub- 
ject, but  you  will  not  be  permitted  to  branch  into  a  denunciation  of 
Mr.  Earle  or  anybody  else.    . 

Mr.  Stetson.  I  do  not  want  to. 

The  Chairman.  Any  facts  which  you  desire  to  testify  to  we  will 
be  glad  to  hear.  He  gave  certain  facts  upon  which  he  based  his 
conversation  with  Mr.  Roosevelt. 
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Mr.  Stetson.  It  was  very  unkindly. 

The  Chairman.  That  may  be. 

Mr.  Madison.  Any  fact  connected  witli  his  management  of  the 
Pennsylvania  Refinery  Co. 

The  Chairman  (interposiag).  That  you  want  to  give  the  com- 
mittee we  will  be  very  glad  to  hear. 

Mr.  Madison.  Or  the  management  of  the  real  estate  company 
which  had  this  matter  in  charge. 

Mr.  Stetson.  A  very  successful  manager  now;  I  do  not  know. 

Mr.  Madison.  I  mean  under  his  receivership  ? 

Mr.  Stetson.  Very  successful. 

Mr.  Madison.  His  receivership  ? 

Mr.  Stetson.  Very  successful;  he  is  a  man  of  ability. 

Mr.  Madison.  He  managed  the  plant  to  the  advantage  of  the  stock- 
holders rather  than  to  his  own  private  advantage  ? 

Mr.  Stetson.  I  think  he  did;  he  has  proven  it. 

Mr.  Madison.  Not  to  his  own  private  gain,  but  to  the  advantage 
of  the  stockholders. 

Mr.  Malby.  a  mixture,  I  suppose  ? 

Mr.  Stetson.  A  mixture. 

Mr.  Madison.  Why  do  you  say  that  ? 

Mr.  Stetson.  He  [referring  to  Mr.  Malby]  suggested  that. 

Mr.  Madison.  Why  ? 

Mr.  Stetson.  He  filled  the  position  of  receiver  at  so  much  per. 

Mr.  Madison.  He  acted  in  the  matter  simply  as  any  other  person 
would  ? 

Mr.  Stetson.  Certainly. 

Mr.  Madison.  Not  retaining  any  undue  allowance  ? 

Mr.  Stetson  I  am  not  claiming  that. 

Mr.  Madison.  He  only  received  a  fair  compensation  for  his  services 
as  receiver  ? 

Mr.  Stetson.  Very  liberal,  no  doubt. 

Mr.  Madison.  What  did  he  receive  ? 

Mr.  Stetson.  I  do  not  know. 

Mr.  Madison.  That  is  all. 

Mr.  Malby.  Mr.  Thomas,  so  far  as  you  knew,  had  the  original  let- 
ters, which  you  had  written  him,  had  he  not  ? 

Mr.  Stetson.  He  said  he  had  sent  them  to  Mr.  Havemeyer. 

Mr.  Malby.  He  said  that  he  had  sent  the  originals  of  your  letters  to 
Mr.  Havemeyer? 

Mr.  Stetson.  Yes,  sir. 

Mr.  Malby.  All  you  had  were  the  copies  ? 

Mr.  Stetson.  The  press  copies. 

Mr.  Malby.  Did  you  know  whether  or  not  the  originals  were  in 
existence  ? 

Mr.  Stetson.  I  did  not. 

Mr.  Malby.  Did  Mr.  Thomas  or  either  one  of  his  agents,  Mr.  Ball 
or  Mr.  Frazier,  say  that  they  were  not  in  existence  ? 

Mr.  Stetson.  They  were  not  mentioned;  the  originals  were  never 
mentioned  to  me. 

Mr.  Malby.  What  reason  did  either  Mr.  Frazier  or  Mr.  Ball  advance 
for  the  request  that  you  send  the  copies  to  Mr.  Thomas  ? 

Mr.  Stetson.  Mr.  Ball  never  advanced  any.  I  never  had  any 
conversation  with  Mr.  Ball  regarding  the  same,  but  I  suggested  that 
the  letters  should  be  sent  to  Mr.  Thomas. 
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Mr.  Malby.  What  argument  did  Mr.  Frazier  advance,  if  any  ? 

Mr.  Stetson.  I  do  not  think  Mr.  Frazier  had  any  argument  to 
advance;  it  was  my  proposition  alone. 

Mr.  Malby.  I  understood  you  to  testify  that  Mr.  Frazier  did 
come 

Mr.  Stetson  (interposing).  To  my  ofl&ce  twice. 

Mr.  Malby.  He  came  to  your  office  twice  ? 

Mr.  Stetson.  Yes,  sir. 

Mr.  Malby.  As  the  representative  of  Mr.  Thomas  in  relation  to 
the  letters  ? 

Mr.  Stetson.  No;  not  as  a  representative  of  Mr.  Thomas,  as  a 
director  of  the  American  Sugar  Refining  Co.  He  did  not  say  that  he 
was  representing  Mr.  Thomas. 

Mr.  Malby.  He  was  a  member  of  the  organization,  the  American 
Sugar  Refining  Co.,  at  that  time,  as  you  understood? 

Mr.  Stetson.  I  believe  he  was  a  director;  yes,  sir. 

Mr.  Malby.  One  of  the  directors  ? 

Mr.  Stetson.  Yes,  sir. 

Mr.  Malby.  He  is  now  under  indictment,  or  was  at  that  time  ? 

Mr.  Stetson.  I  believe  so. 

Mr.  Malby.  Did  you  tell  him  that  the  original  letters  were  in  the 
hands  of  Mr.  Havemeyer;  had  been  sent  to  Mr.  Havemeyer? 

Mr.  Stetson.  No,  sir;  I  do  not  think  I  ever  mentioned  Mr.  Have- 
meyer's  name  to  Mr.  Frazier. 

Mr.  Malby.  Was  any  suggestion  made  to  you  as  to  where  the 
originals  were  ? 

Mr.  Stetson.  No,  sir. 

Mr.  Malby.  You  had  been  told  by  Mr.  Thomas  that  they  had  been 
sent  to  Mr.  Havemeyer  ? 

Mr.  Stetson.  I  stated  that  in  my  previous  testimony. 

Mr.  Malby.  But  you  did  not  suggest  to  Mr.  Frazier  that  the  origi- 
nals might  be  found  among  'Mr.  Havemeyer's  papers  ? 

Mr.  Stetson.  I  did  not. 

Mr.  Malby.  You  are  quite  sure  that  one  of  the  objects  was  not  to 
dispossess  you  of  the  possession  of  the  copies  ? 

Mr.  Stetson.  It  was  my  suggestion. 

Mr.  Malby.  You  think  they  had  no  reason  for  asking  you  for  the 
copies,  except  to  dispossess  you  of  them  ? 

Mr.  Stetson.  It  was  my  suggestion. 

Mr.  Malby.  But  did  you  have  any  reason  to  suspect  that  the 
object  in  asking  you  for  them  was  to  dispossess  you  of  them  ? 

Mr.  Stetson.  No,  sir;  if  I  had  they  would  not  have  gotten  them. 

Mr.  Malby.  So  that  if  you  were  afterguards  subposnaed  to  produce 
them  you  could  say  you  did  not  have  them  ? 

Mr.  Stetson.  That  was  not  my  thought  at  all. 

Mr.  Malby.  Was  the  object  expressed,  directly  or  indirectly? 

Mr.  Stetson.  Not  at  all. 

Mr.  Malby.  Did  you  suspect  that  that  was  one  of  the  objects  ? 

Mr.  Stetson.  I  did  not. 

Mr.  Malby.  Did  he  say  what  Mr.  Thomas  wanted  them  for  ? 

Mr.  Stetson.  He  did  not  say.  I  suggested  that  they  be  sent  to 
Mr.  Thomas.     It  was  my  suggestion,  not  Mr.  Thomas's  suggestion. 

Mr.  Malby.  Of  course,  you  knew  that  if  they  had  not  been  de- 
stroyed they  were  in  the  possession  of  Mr.  Havemeyer  or  the  American 
Sugar  Refining  Co.,  the  originals? 
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Mr.  Stetson.  I  learned  from  Mr.  Thomas's  letters  that  they 
probably  were. 

Mr.  Malby.  So,  if  they  have  not  been  destroyed  they  are  there  yet  ? 

Mr.  Stetson.  Probably  so. 

Mr.  Malby.  They  could  not  have  any  reason  for  asking  you  for 
the  copies  if  they  had  the  originals,  except  to  dispossess  you  of  the 
possession  ? 

Mr.  Stetson.  They  never  asked  me  for  the  copies. 

Mr.  Malby.  I  am  asking  you  whether  or  not  there  was  any  reason, 
any  ground,  why  they  should  want  the  copies  if  they  had  the  originals  ? 

Mr.  Stetson.  I  do  not  see  why  they  would,  unless  they  wanted  to 
dispossess  me  of  the  copies. 

Mr.  Malby.  But  he  did  not  tell  you  what  Mr.  Thomas  wanted 
them  for  ? 

Mr.  Stetson.  No ;  he  never  told  me  that.  Mr.  Thomas  did  not  ask 
me  for  the  letters. 

Mr.  Malby.  Did  Mr.  Frazier  call  upon  you  before  or  after  you 
wrote  to  Mr.  Thomas  about  the  letters  ? 

Mr.  Stetson.  Afterwards. 

Mr.  Malby.  What  reply  did  Mr.  Thomas  make  to  your  letter  ? 

Mr.  Stetson.  He  told  me  to  put  them  in  an  envelope  and  hand 
them  to  Mr.  Ball  who  was  coming  there,  I  think,  "to-morrow,"  he 
said  in  his  letter;  that  he  would  receive  them  in  that  way. 

Mr.  Malby.  Did  he  say  that  he  would  regard  them  as  of  impor- 
tance ? 

Mr.  Stetson.  Not  at  all. 

Mr.  Malby.  You  have  resided  in  Philadelphia  for  the  past  10 
years  anyway? 

Mr.  Stetson.  Since  1897  and  previously. 

Mr.  Malby.  Do  you  know  the  time  that  these  men  were  indicted 
before  the  grand  jury,  Mr.  Thomas  and  others? 

Mr.  Stetson.  Only  very  recently,  last  year,  I  believe. 

Mr.  Malby.  Was  that  the  grand  jury  that  sat  in  the  city  of  Phila- 
delphia ? 

Mr.  Stetson.  I  do  not  remember. 

Mr.  Malby.  Or  in  the  city  of  New  York  ? 

Mr.  Stetson.  I  do  not  know. 

Mr.  Malby.  Mr.  Chairman,  do  you  know  whether  the  indictment 
was  found  in  Philadelphia  or  New  York  ? 

The  Chaieman.  In  both  places. 

Mr.  Malby.  Were  you  subpoenaed  to  attend  as  a  witness  before 
the  grand  jury  in  New  York  ? 

Mr.  Stetson.  No,  sir. 

Mr.  Malby.  In  Philadelphia  ? 

Mr.  Stetson.  No,  sir. 

Mr.  Malby.  Or  before  any  other  judicial  tribunal? 

Mr.  Stetson.  Not  regarding  this  American  Sugar  Refinuig  busi- 
ness. 

Mr.  Malby.  That  is  what  I  mean. 

Mr.  Stetson.  No,  sir. 

Mr.  Malby.  Were  you  at  home — that  is,  in  Philadelphia — a  year 
ago,  when  these  indictments  were  found  in  New  York? 

Mr.  Stetson.  Yes,  sir;  back  and  forth  to  the  shore  occasionally. 

Mr.  Malby.  You  know  of  no  effort  made  on  the  part  of  anyone  to 
subpoena  you  ? 


AMEBICAN   SUGAR  EEFINING   CO.  1353 

Mr.  Stetson.  No,  sir. 

Mr.  Malby.  Was  it  after  or  before  the  iadictments  were  found  that 
you  sent  the  letters  back  ? 

Mr.  Stetson.  In  December,  1910. 

Mr.  Malby.  Can  anybody  give  the  date  of  that  indictment  ? 

Mr.  Ftillee.  July  1,  1909. 

Mr.  Malby.  In  1903  the  negotiations  were  had  before  Segal  and 
Kissel  with  reference  to  the  Philadelphia  companies  ? 

Mr.  Stetson.  So  I  have  learned  from  the  testimony  I  have  read  in 
the  papers. 

Mr.  Malby.  Kissel  and  the  American  Sugar  Refinuig  Co.,  according 
to  your  statement  and  belief  and  from  other  statements  you  have 
made  to  Mr.  Thomas,  were  in  full  possession  of  all  the  facts,  as  you 
understood  them,  in  relation  to  Segal's  financial  standing  and  the 
schemes  which  he  was  at  that  time  promoting? 

Mr.  Stetson.  I  wrote  him  that  the  conditions,  this 

Mr.  Malby  (interposing) .  I  say,  through  the  correspondence  ? 

Mr.  Stetson.  Yes,  sir. 

Mr.  Malby.  They  were  quite  well  equipped  to  proceed  to  their 
negotiations  with  Segal  at  that  time,  were  they  not  ? 

Mr.  Stetson.  I  suppose  that  is  the  committee's  opinion;  I  do  not 
know.     I  gave  them  the  information. 

Mr.  Malby.  From  the  information  you  furnished  them  they  were 
pretty  well  equipped  ? 

Mr.  Stetson.  If  they  relied  on  the  information  I  gave  them  they 
were  very  well  equipped. 

Mr.  Malby.  And  the  information  you  gave  them  was  correct,  was 
it  not  ? 

Mr.  Stetson.  Absolutely. 

Mr.  Malby.  He  did  not  know  what  information  you  had  furnished 
to  the  American  Sugar  Refining  Co.  through  Mr.  Thomas  ? 

Mr.  Stetson.  In  fact  I  had  threatened  to  block  that  sale  if  I 
could. 

Mr.  Malby.  He  did  not  know  the  character  of  the  information  you 
had  furnished  ? 

Mr.  Stetson.  It  is  not  at  all  likely. 

Mr.  Malby.  The  character  of  the  information  that  you  had  given  ? 

Mr.  Stetson.  No,  sir.  '  •  ■  ' 

Mr.  Malby.  And  he  was  somewhat  unprepared  to  meet  that  char- 
acter of  purchase,  was  he  not  ? 

Mr.  Stetson.  I  did  not  know  that  the  American  Sugar  Refining 
Co.  had  purchased  the  refinery  at  all. 

Mr.  Malby.  Did  you  not  understand  that  the  American  Sugar 
Refining  Co.  did  actually  make  the  purchase  through  Mr.  Kissel  ? 

Mr.  Stetson.  No.  I  understood  that  they  had  advanced  certain 
sums  of  money  on  the  stock. 

Mr.  Malby.  And  was  finally  in  possession  of  it  ? 

Mr.  Stetson.  No.  I  do  not  think  they  ever  got  possession  of  the 
refinery,  except  by  a  control  of  the  stock.  That  was  only  from  testi- 
mony; I  have  not  any  knowledge  of  it  at  all. 

Mr.  Malby.  I  think  the  witness  is  right,  that  they  never  did  get 
the  title. 

Mr.  Stetson.  I  understand  that  only  from  testimony. 

Mr.  Malby.  Of  course,  you  understand  that  ultimately  Kissel 
received  $100,000  for  the  negotiating  of  this  loan  to  Segal  ? 
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Mr.  Stetson.  I  never  laiew  of  it  until  yesterday.  I  heard  it  on 
the  witness  stand.     He  paid  pretty  well  for  his  whistle,  I  think. 

Mr.  Malby.  There  majr  not  be  any  dispute  about  that. 

Mr.  Stetson.  Not  at  all.  It  would  have  cost  him  a  good  deal  less 
to  have  done  the  business  through  me. 

Mr.  Malby.  They  evidently  preferred  to  do  the  business — that  is, 
the  American  Sugar  Refining  Co.  evidently  preferred  to  do  the  busi- 
ness which  they  had  in  hand  through  Mr.  Kissel  ? 

Mr.  Stetson.  Evidently  they  did,  to  my  sorrow. 

Mr.  Malby.  I  do  not  know;  we  will  see.  Your  proposition  was 
simply  to  negotiate  and  procure  the  sale  of  the  Philadelphia  plant 
to  the  American  Sugar  Refining  Co.,  wMle  the  scheme  engineered 
by  Mr.  Kissel  and  that  Mr.  Segal  promoted  was  different  from  that 
essentially  ? 

Mr.  Stetson.  There  was  very  much  difference. 

Mr.  Malby.  I  think  that  is  all. 

Mr.  Hinds.  Did  I  understand  you  to  imply  by  your  testimony 
that  Mr.  Segal  did  not  undertake  to  run  this  Philadelphia  refinery 
as  a  sugar  concern  after  its  constructure  ? 

Mr.  Stetson.  That  was  my  impression. 

Mr.  Hinds.  Wliat  did  he  build  it  for  ? 

Mr.  Stetson.  Well,  he  stated  pubhcly  at  the  Manufacturers' 
Club  that  he  built  it  with  the  hope  of  selling  it  to  the  American 
Sugar  Refining  Co. 

Mr.  Hinds.  In  other  words,  as  a  strike  enterprise — what  you 
would  call  a  strike  enterprise  ? 

Mr.  Stetson.  I  would  call  him  a  promoter. 

Mr.  Hinds.  If  he  promotes  something  in  order  to  force  somebody 
else  to  buy  it  and  get  it  out  of  the  way  of  troubUng  them,  is  not  that 
a  strike  promotion  ? 

Mr.  Stetson.  I  really  agree  with  Mr.  Segal's  testimony  yesterday, 
where  he  said  that  if  he  had  gotten  the  money  he  would  have  started 
the  refinery;  gotten  the  money  to  have  bought  the  raw  sugar;  but  my 
impression  was  that  the  refinery  was  built  to  land  on  the  trust  at  a 
profit ;  that  was  my  impression. 

Mr.  Hinds.  Does  he  know  anything  about  sugar  refining  ? 

Mr.  Stetson.  He  said  yesterday  that  he  did  not. 

Mr.  Hinds.  Go  back  to  the  Camden  factory;  he  did  not  know  any- 
thing about  sugar  refining  when  he  built  that  ? 

Mr.  Stetson.  He  so  stated  yesterday. 

Mr.  Hinds.  What  do  you  think  his  object  was  in  building  the  Cam- 
den refinery  ? 

Mr.  Stetson.  My  impression  is  that  he  built  the  Camden  refinery 
to  melt  and  refine  sugar.  That  was  my  impression  at  the  time;  but 
a  man  of  his  religious  persuasion  will  sell  anything  at  a  good  profit. 

Mr.  Hinds.  So  you  think  ?  J        &  e        f 

Mr.  Stetson.  And  he  did. 

Mr   Hinds.  What  did  he  learn  from  that  Camden  refinery,  appar- 

Mr.  Stetson.  What  did  he  learn  ? 
Mr.  Hinds.  Yes,  sir. 

Mr.  Stetson.  I  do  not  know  that  I  understand  the  question. 
Mr.  Hinds.  Did  he  learn  from  the  Camden  refinery  that  the  trust 
was  vulnerable  when  it  came  to  putting  up  some  new  plant  ? 
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Mr.  Stetson.  He  evidently  did,  because  he  sold  the  refinery  to 
them. 

Mr.  Hinds.  Now,  you  are  a  business  man  in  Philadelphia? 

Mr.  Stetson.  Yes,  sir. 

Mr.  Hinds.  For  a  good  manjr  years? 

Mr.  Stetson.  I  have  been  a  broker  for  42  years. 

Mr.  Hinds.  Is  that  a  common  thing  in  business  there,  for  pro- 
moters to  go  around  and  put  up  rival  concerns  in  order  to  be  bought 
off? 

Mr.  Stetson.  I  have  never  been  interested  in  anj^thing  of  that 
kind.     I  think  it  is  something  unusual. 

Mr.  Hinds.  You  think  it  something  unusual? 

Mr.  Stetson.  Yes,  sir. 

Mr.  Hinds.  You  would  not  think  a  man  would  open  up  a  rival 
ship  broker's  office  to  yours  for  the  purpose  of  buying  him  out  ? 

Mr.  Stetson.  If  he  did,  I  think  he  would  be  left:  I  should  not  buy 
him  out. 

Mr.  Hinds.  From  your  experience  in  business  why  should  Mr.  Segal 
have  pitched  upon  the  American  Sugar  Refining  Co.  for  this  enterprise  ? 

Mr.  Stetson.  That  was  his  line  of  business — promotion — and,  as 
he  said  yesterday,  he  had  buUt  seventy-odd  various  buildings  and 
operations. 

Mr.  Hinds.  Do  you  think  that  most  of  them  have  been  built  in 
order  that  he  might  be  bought  out  ? 

Mr.  Stetson.  I  do  not  know.  I  guess  he  has  sold  them  all,  the 
way  it  looks. 

til.  Hinds.  From  your  experience  in  business  would  you  say  that  a 
man  of  Mr.  Segal's  enterprise  if  he  were  looking  around  to  build  a 
troublesome  industrial  factory  would  perhaps  select  some  line  of  busi- 
ness where  somebody  were  trying  to  have  a  monopolj^  ? 

Mr.  Stetson.  I  hardly  understand  the  question. 

Mr.  Hinds.  In  other  words,  does  a  monopoly  in  business,  from 
your  experience,  tend  to  invite  such  enterprises  as  that  of  Mr.  Segal's  ? 

Mr.  Stetson.  I  think  it  does. 

Mr.  Hinds.  In  other  words,  you  believe  that  is  one  of  the  conse- 
quences of  trust  organization  ? 

Mr.  Stetson.  I  think  so. 

Mr.  Hinds.  That  there  should  be  such  enterprises  put  up  against 
them? 

Mr.  Stetson.  That  is  only  my  impression. 

Mr.  Hinds.  Yes,  sir.     I  think  that  is  all. 

Mr.  Raker.  There  is  just  one  matter  that  I  want  to  ask  the  witness 
about.  I  understood  you  to  say  just  a  moment  ago  that  this  factory 
was  built  in  Philadelphia  to  land  it  on  the  trust  ? 

Mr.  Stetson.  Yes,  sir. 

Mr.  Raker.  What  did  you  mean  by  that  ? 

Mr.  Stetson.  To  sell  it  to  the  trust. 

Mr.  Raker.  Why  build  it  and  sell  it  to  the  trust  ? 

Mr.  Stetson.  Well,  I  think,  for  profit. 

Mr.  Raker.  Explain  yourself;  that  is  deserving  of  considerable 
explanation. 

Mr.  Stetson.  That  would  not  have  been  my  impression  had  it  not 
been  for  the  conversation  at  the  Manufacturers'  Club  at  the  time  I 
met  him. 
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Mr.  Raker.  I  know. 

Mr.  Stetson.  That  was  his  statement. 

Mr.  Raker.  I  know.  Did  he  say  what  trust  at  the  Manufac- 
turers' Club  ? 

Mr.  Stetson.  The  American  Sugar  Refining  Co.  Trust.  There  is 
but  one. 

Mr.  Raker.  Is  that  what  he  said  ? 

Mr.  Stetson.  The  Sugar  Trust.  He  did  not  say  the  American 
Sugar  Refining  Co.,  but  the  Trust. 

Mr.  Raker.  You  say  that  he  said  that  he  wanted  to  land  it  on  the 
American  Sugar  Trust  ? 

Mr.  Stetson.  Yes,  sir;  he  did. 

Mr.  Raker.  That  was  his  language  ? 

Mr.  Stetson.  About  that.  I  am  testifying  as  to  eight  years  ago. 
I  have  a  good  memory. 

Mr.  Raker.  This  is  an  important  matter  to  me.  You  say  that  he 
said  that  he  built  it  to  land  it  on  the  American  Sugar  Trust  ? 

Mr.  Stetson.  He  did,  or  words  to  that  effectr. 

Mr.  Raker.  Is  there  only  one  Sugar  Trust  ? 

Mr.  Stetson.  There  is  only  one  kaown  sugar  trust. 

Mr.  Raker.  Did  you  know  anything  about  the  trust  before  this? 
Was  anything  ever  said  to  you  that  there  was  such  a  thing  ? 

Mr.  Stetson.  I  knew  there  was  the  American  Sugar  Refining  Co. 
I  had  known  that  for  years. 

Mr.  Raker.  I  am  asking  you  about  the  trust. 

Mr.  Stetson.  And  ther«  is  the  United  States  Steel  Corporation. 

Mr.  Raker.  Now,  let  us  get  down  to  business.  Did  you  know 
that  there  was  a  sugar  trust  at  that  time  ? 

Mr.  Stetson.  I  knew  of  the  American  Sugar  Refining  Co.  I  did 
not  know  that  it  was  a  trust.     I  do  not  know  that  there  is  a  trust. 

Mr.  Raker.  Did  you  understand  that  there  was  a  Sugar  Trust 
at  that  time? 

Mr.  Stetson.  I  never  have  up  to  this  time. 

Mr.  Raker.  When  he  said  that  he  built  it  to  land  it  on  the  Sugar 
Trust,  did  it  not  kind  of  wake  you  up  ? 

Mr.  Stetson.  I  knew  that  he  meant  the  American  Sugar  Refining 
Co.,  because  it  has  always  been  called  the  Sugar  Trust. 

Mr.  Raker.  You  understood  that  the  American  Sugar  Refining 
Co.  was  a  Sugar  Trust  at  the  time  of  this  conversation? 

Mr.  Stetson.  I  understood  that  was  the  inference.  I  did  not 
understand  that  there  was  a  Sugar  Trust  and  I  do  not  now  so  under- 
stand it,  because  the  Arbuckles  have  a  refinery  and  the  McCahans 
have  a  refinery  that  run  independently. 

Mr.  Raker.  What  do  you  mean  by  '"'run  independently?" 

Mr.  Stetson.  Run  their  own  refineries. 

Mr.  Raker.  Independently  of  whom  ? 

Mr.  Stetson.  That  they  are  not  controlled  by  the  American 
Sugar  Refining  Co.  I  do  not  think  that  the  Arbuckles  are  controlled 
by  the  American  Sugar  Refining  Co.,  nor  the  McCahans  by  Arbuckles, 
or  vice  versa. 

Mr.  Raker.  You  have  investigated  that  and  Imow  that  is  so? 

Mr.  Stetson.  I  have  not.  That  is  only  an  impression  I  have 
formed  from  the  testimony  I  have  read  in  the  papers. 

Mr.  Raker.  Did  not  the  statement  that  he  mtended  to  land  it  on 
the  Sugar  Trust  raise  a  suspicion  in  your  mind  of  some  kind  ? 
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Mr.  Stetson.  Not  at  all.    Why  should  I  be  suspicious  ?    Not  at  all. 

Mr.  Raker.  Is  not  that  unheard  of  for  a  man  to  invest  so  much 
money  in  a  plant  just  for  the  purpose  of  landing  it  on  some  trust  ? 

Mr.  Stetson.  He  never  said  that  he  had  landed  it,  but  that  he  was 
trying  to  land  it. 

Mr.  Raker.  He  built  it  to  land  it  on  the  trust  ? 

Mr.  Stetson.  That  was  his  statement;  he  had  been  trying  to 
land  it. 

Mr.  Raker.  Now,  I  am  going  back  to  your  statement  awhile  ago, 
that  he  said  that  he  built  it  to  land  it  on  the  trust. 

Mr.  Stetson.  He  so  stated. 

Mr.  Raker.  Did  not  that  arouse  your  suspicions  ? 

^'Ir.  Stetson.  No,  sir;  not  at  all. 

Mr.  Raker.  Why  not  ? 

Mr.  Stetson.  I  had  no  interest  in  it. 

Mr.  Raker.  A  man  invests  a  million  dollars  in  a  sugar  refinery  and 
you  met  him  at  a  social  banquet ;  did  it  not  strike  you  as  kind  of  pecul- 
iar that  he  should  make  a  statement  that  he  was  building  a  factory 
for  the  purpose  of  landing  it  on  some  sugar  trust  ? 

Mr.  Stetson.  He  had  built  it  and  it  was  finished.  I  had  no  occa- 
sion to  be  suspicious. 

Mr.  Raker.  Is  that  an  ordinary  and  customary  thing  for  a  man 
to  do? 

Mr.  Stetson.  Evidently  it  had  been  customary  with  him. 

Mr.  Raker.  But  is  that  an  ordinary  and  customary  thing  for  a 
man  to  do  ? 

Mr.  Stetson.  It  is  not  customary  in  my  line  of  business. 

Mr.  Raker.  This  is  the  only  one  you  know  of  ? 

Mr.  Stetson.  Yes,  sir;  and  the  Camden  refinery. 

Mr.  Raker.  After  he  made  this  statement  to  you  at  this  din- 
ner  

Mr.  Stetson  (interposing) .  Not  to  me,  publicly. 

Mr.  Raker.  Then,  he  made  it  publicly,  did  it  not  seem  kind  of 
funny  to  you  that  you  were  trying  to  make  the  sale  to  the  same 
parties  ? 

Mr.  Stetson.  Brokers  are  very  peculiar  people.  We  are  trying  to 
make  business  where  people  may  think  we  have  no  chance. 

Mr.  Raker.  Did  not  it  seem  peculiar  to  you  ? 

Mr.  Stetson.  No,  sir;  not  at  all. 

Mr.  Raker.  And  you  were  still  willing  to  go  into  it  ? 

Mr.  Stetson.  I  was  still  willing  to  go  into  it,  I  tried  to  make  the 
deal. 

Mr.  Raker.  You  understood  that  thei-e  was  a  sugar  trust  at  that 
time  and  that  when  a  man  built  a  sugar  refinery  it  was  their  purpose 
and  object  to  buy  him  out  so  that  he  would  not  enter  into  competi- 
tion with  them  ? 

Mr.  Stetson.  It  was  their  purpose  and  object. 

Mr.  Raker.  Yes,  sir. 

Mr.  Stetson.  No;  I  have  not  been  in  close  relations  with  the  Amer- 
ican Sugar  Refining  Co.,  ever. 

Mr.  Raker.  Upon  your  general  knowledge  of  their  being  a  sugar 
trust,  you  understood  there  was  one  at  that  time  ? 
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Mr.  Stetson.  No;  I  did  not.  I  knew  that  there  was  the  American 
Sugar  Refining  Co. 

Mr.  Raker.  You  did  not  liave  any  knowledge  of  that  ? 

Mr.  Stetson.  Not  the  shghtest,  except  that  we  hear  the  American 
Sugar  Refining  Co.  called  the  sugar  trust.  In  speaking  of  the  Amer- 
ican Sugar  Refining  Co.  I  did  not  call  it  the  trust. 

Mr.  Raker.  Having  heard  him  say  that  there  was  a  sugar  trust,  you 
knew  that  there  was  but  one  sugar  trust  ? 

Mr.  Stetson.  No;  I  did  not. 

Mr.  Raker.  Please  wait  until  I  get  through.  That  there  was  but 
one  sugar  trust  and  that  was  the  American  Sugar  Refining  Co.,  and 
when  you  held  any  consultations  with  Segal  you  knew  that  you  could 
sell  his  business  to  this  trust  and  you  began  to  realize  immediately 
that  they  were  in  for  doing  awa}^  with  any  competition  and  that  there- 
fore they  were  ready  and  willing  and  anxious  to  buy  this  property  ? 

Mr.  Stetson.  No,  sir. 

Mr.  Raker.  Is  not  that  right  ? 

Mr.  Stetson.  No,  sir;  not  at  all.  As  a  matter  of  fact,  in  speaking 
of  the  Sugar  Trust  as  spoken  of  here  or  anywhere  else  I  would  infer 
that  they  meant  the  Ainerican  Sugar  Refining  Co.  That  is  the  infer- 
ence I  would  draw,  but  I  do  not  claim  that  the  American  Sugar 
Refining  Co.  is  a  trust. 

Mr.  Raker.  Until  you  came  here  on  the  witness  stand,  and  since 
you  have  been  here  the  last  two  days,  you  have  not  understood  that 
there  was  a  sugar  trust  at  all  ? 

Mr.  Stetson.  I  have  not  understood  so.  I  have  not  been  im- 
pressed with  it.  The  Arbuckles  have  a  refinery  and  we  have  an  inde- 
pendent refinery  owned  by  the  McCahans,  and  around  Philadelphia 
I  understand  that  there  are  three  refineries  in  that  country. 

Mr.  Raker.  You  dislike  Segal,  do  you  not  ? 

Mr.  Stetson.  Why  should  I  not  ? 

Mr.  Raker.  You  can  answer  the  question. 

Mr.  Stetson.  I  should  think  I  did. 

Mr.  Raker.  Did  what  ? 

Mr.  Stetson.  Dishke  him. 

Mr.  Raker.  And  you  think  that  he  is  a  bad  pill  ? 

Mr.  Stetson.  I  do  not  want  to  make  those  statements,  the  Chair- 
man told  me  not  to,  and  I  am  going  to  obey  him  to  the  letter. 

Mr.  SuLZER.  Do  you  know  of  anything  that  wiU  shed  light  upon 
this  investigation  to  which  you  can  testify  other  than  what  you  have 
told  the  committee  ? 

Mr.  Stetson.  Nothing  whatever.  I  have  been  perfectly  frank 
and  aboveboard;  no  occasion  to  be  otherwise. 

Mr.  SuLZEK.  You  told  the  committee  everything  that  you  knew 
about  the  matter  under  investigation  ? 

Mr.  Stetson.  When  I  finished  my  statement  I  told  them  all  I 
knew  and  the  interrogations  have  only  verified  what  I  said. 

Mr.  SuLZER.  You  have  never  profited  in  any  way  ? 

Mr.  Stetson.  Not  to  the  value  of  one  penny,  and  I  have  paid  my 
own  expenses  besides.     Brokers  take  those  chances. 

The  Chairman.  There  are  one  or  two  questions  which  I  would  like 
to  ask.  Do  you  want  to  take  back  anything  you  have  stated  in 
your  testimony  ? 

Mr.  Stetson.  Nothing  whatever. 
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The  Chairman.  And  what  you  have  said  to  me  m  answer  to  ques- 
tions is  true  ? 

Mr.  Stetson.  Yes,  sir. 

The  Chairman.  And  Mr.  Frazier  did  advise  you  to  send  all  the 
letters  and  answers  in  this  correspondence  to  Mr.  Thomas  in  a  sealed 
envelope  in  care  of  Mr.  Joseph  Ball,  but  addressed  to  Mr.  Thomas, 
who  would  deUver  them  to  Mr.  Washington  Thomas;  that  is  true? 

Mr.  Stetson.  Yes,  sir;  but  he  did  not  advise  me  until  after  I  had 
suggested  to  Mr.  Thomas  that  I  had  better  send  him  those  letters. 

The  Chairman.  Did  you  suggest  to  Mr.  Thomas  to  send  his  agent 
down  from  Boston  to  get  them  ? 

Mr.  Stetson.  No,  sir. 

The  Chairman.  Not  until  this  man  came  down  from  Boston? 

Mr.  Stetson.  Until  I  had  either  a  telephone  or  telegraph  message, 
I  do  not  know  which,  but  I  think  a  phone  message. 

The  Chairman.  From  whom  ? 

Mr.  Stetson.  Mr.  Thomas. 

The  Chairman.  You  had  sent  him  all  the  correspondence  ? 

Mr.  Stetson.  That  Mr.  Pierce  would  come  down ;  I  think  it  was  a 
telephone  message  as  to  whether  I  would  meet  Mr.  Pierce  on  Sunday 
morning,  go  over  the  matter  with  him  and  see  if  I  had  any  further 
letters;  I  met  him  at  the  Union  League. 

The  Chairman.  Mr.  Stetson,  we  will  excuse  you. 

Mr.  Fuller.  May  I  ask  the  witness  some  questions  ? 

The  Chairman.  You  understand  the  rule  in  that  regard  ? 

Mr.  Fuller.  Yes.  As  I  understand  it,  there  is  some  question  as 
to  whether  or  not  the  committee  could,  with  propriety,  ask  Mr. 
Thomas  anything  about  the  transaction  while  he  is  under  indictment 
for  that  very  transaction.  I  am  not  going  to  argue  that  question; 
I  am  not  going  into  that  question.  If  Mr.  Thomas  goes  on  the  stand 
on  any  matter  I  will  assure  you  that  he  will  produce  this  correspond- 
ence; if  Mr.  Thomas  does  not  go  on  the  stand,  however,  I  will  assure 
you  that  as  his  counsel  I  will  produce  it  for  him. 

The  Chairman.  We  are  very  much  obliged  to  you. 

Mr.  Fuller.  I  know  what  letters  have  been  sent  by  Mr.  Stetson 
for  the  purpose  of  preparing  Mr.  Thomas's  defense,  and  it  is  along 
that  line  that  I  want  to  ask  one  or  two  questions  of  the  witness.  Did 
you  not  first  communicate  to  Mr.  Thomas  that  you  had  this  corre- 
spondence and  that  it  might  be  of  interest  to  him  ? 

The  Chairman.  I  overrule  that  question,  because  he  has  answered 
that  three  or  four  times. 

Mr.  Fuller.  Was  it  in  response  to  your  letter  that  Mr.  Frazier 
called  on  you  with  reference  to  it  ? 

The  Chairman.  I  will  allow  that  because  I  have  not  understood 
that  he  testified  to  that.  The  question  is:  Did  Mr.  Frazier  call  on 
you  in  response  to  a  letter  which  you  wrote  to  Mr.  Frazier  ?  Do  you 
know  why  Mr.  Frazier  called  on  you  ? 

Mr.  Fuller.  Or  that  he  wrote  to  Mr.  Thomas? 

Mr.  Stetson.  No;  I  do  not. 

The  Chairman.  Was  it  because  of  any  letter  you  had  written  to 
Mr.  Thomas  ? 

Mr,  Stetson.  Evidently  it  was. 

The  Chairman.  Did  he  say  so  ? 
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Mr.  Stetson.  I  am  under  the  impression  that  he  came  down  there 
with  the  full  knowledge  that  I  had  some  letters  and  had  volunteered 
to  send  them  to  Mr.  Thomas. 

The  Chairman.  Your  idea  is  he  could  not  know  it  in  any  other 
way  except  from  Mr.  Thomas  ? 

Mr.  Stetson.  I  do  not  think  so. 

Mr.  Fuller.  Mr.  Ralph  Thomas  is  the  nephew  of  W.  B.  Thomas, 
and  Mr.  Ralph  Thomas  has  offices  in  New  York  at  the  American 
Sugar  Refining  Co.,  has  he  not? 

The  Chairman.  Yes;  answer  that  question.  Is  Mr.  Ralph  Thomas 
the  nephew  of  Mr.  Thomas  ? 

Mr.  Stetson.  Yes. 

The  Chairman.  And  his  office  is  at  the  office  of  the  American 
Sugar  Refining  Co.  ? 

Mr.  Stetson.  It  was  at  that  time;  I  believe  it  is  not  now. 

Mr.  Fuller.  Mr.  Washington  Thomas,  however,  divides  his  time 
between  Boston  and  New  York,  does  he  not  ? 

Mr.  Stetson.  Yes;  I  believe  so. 

Mr.  Fuller.  The  attorneys  for  Mr.  Thomas  in  this  indictment  have 
their  offices  in  New  York,  have  they  not  ? 

The  Chairman.  You  may  answer  that,  if  you  know. 

Mr.  Stetson.  I  understand  that  you  represent  them  over  in  New 
York. 

Mr.  Fuller.  You  have  gotten  letters  from  me  from  New  York, 
have  you  not  1 

Mr.  Stetson.  Yes,  sir;  I  have. 

Mr.  Fuller.  Was  not  the  reason  that  you  sent  the  copies  of  your 
letters  to  Mr.  Thomas  to  him  because  he  had  told  you  formerly  that 
he  had  turned  over  your  letters  to  Mr.  Havemeyer  ? 

The  Chairman.  You  can  answer  that  question. 

Mr.  Stetson.  I  have  answered  that — that  he  had  stated  that  in  the 
early  part  of  my  examination. 

Mr.  Fuller.  Do  you  know  whether  these  letters  were  sent  to  Mr. 
Ralph  Thomas  or  W.  B.  Thomas  during  the  time  that  Mr.  W.  B. 
Thomas's  attorneys  were  preparing  his  defense  to  this  indictment  ? 

The  Chairman.  You  can  answer  that  question  if  you  know. 

Mr.  Stetson.  I  really  do  not  know. 

Mr.  Fuller.  Do  you  not  know  that  at  or  about  the  time  you  sent 
these  letters  you  had  a  conference  with  me  in  New  York  about  this 
transaction  ? 

Mr.  Stetson.  Yes;  I  had. 

The  Chairman.  Well,  right  there.  Was  that  conference  before  or 
after  you  sent  these  letters  ? 

Mr.  Stetson.  Yes;  I  am  under  the  impression  that  it  was  in 
January — this  last  January — I  may  be  mistaken. 

The  Chairman.  Did  you  ever  have  a  conference  with  these  attor- 
neys before  you  sent  these  letters  ?  I  am  not  trying  to  fix  the  exact 
date,  but  just  the  priority.  Did  you  confer  with  the  attorneys 
before  you  sent  the  letters  or  after  1 

Mr.  Stetson.  Not  until  after.     I  think  I  am  correct  in  that. 

Mr.  Fuller.  The  point  I  am  trying  to  bring  out  is  this:  That  he 

knew  at  the  time  he  sent  these  letters,  or  at  or  about  the  date  of 

sending  these  letters,  that  we  were  engaged  on  the  preparation  of 

Mr.  Thomas's  defense,  and  the  reason  he  knew  it  was  because  he 
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came  over  to  New  York,  after  sending  these  letters,  to  discuss  the 
letters  with  me. 

The  Chairman.  Yes ;  but  at  the  time  he  sent  them  to  Mr.  Thomas 
he  did  not  know;  he  did  not  know  until  after. 

Mr.  Fuller.  I  am  asking  now  whether  he  knew  we  were  preparing 
the  defense  at  the  time  he  sent  these  letters. 

Mr.  Stetson.  I  did  not. 

The  Chairman.  He  said  he  did  not. 

Mr.  Fuller.  The  impression  seems  to  have  been  gotten  that  the 
letters  were  sent  from  a  desire  to  suppress  evidence,  when  it  is  quite 
the  contrary. 

Mr.  Stetson.  Well,  they  were  not. 

Mr.  Fuller.  The  sending  of  the  letters  was  merely  to  enable 
this  man  to  prepare  his  defense  ? 

Mr.  Stetson.  That  is  true;  absolutely  true. 

Mr.  Fuller.  I  do  not  wish  to  repeat  questions,  but  I  am  not 
right  sure  whether  this  has  been  brought  out,  as  to  whether  or  not 
Mi.  Stetson  has  ever  been  subpoenaed  or  called  upon  by  the  district 
attorney,  or  anyone  else  connected  with  the  Department  of  Justice, 
about  any  of  these  letters  ? 

Mr.  Stetson.  I  have  not;  no,  sir. 

Mr.  Fuller.  You  have  not  been  subpoenaed  by  the  Government  ? 

Mr.  Stetson.  No;  this  is  my  first 

Mr.  Fuller  (interposing).  This  is  your  first  experience  on  the 
stand  and,  of  course,  you  have  never  been  before  the  grand  jury  ? 

Mr.  Stetson.  No;  not  in  this  case. 

Mr.  Fuller.  In  response  to  a  question  by  Mr.  Hinds  you  stated 
that  Mr.  Segal  had  been  engaged  in  various  promotions.  Did  you 
ever  hear  of  the  Atlantic  Match  Co.  ? 

Mr.  Stetson.  I  do  not  remember  that  I  ever  have. 

Mr.  Fuller.  The  American-Swedish  Crucible  Co.  ? 

Mr.  Stetson.  I  do  not  know  that  I  have. 

Mr.  Fuller.  The  American  Tissue  Paper  Co.? 

Mr.  Stetson.  I  have  heard  that  he  promoted  a  paper  company, 
but  I  do  not  know  it  by  name. 

Mr.  Fuller.  The  Bell  Ice  Co.  ? 

Mr.  Stetson.  I  do  not  know  that  I  have. 

Mr.  Fuller.  The  United  States  Refining  Co.  ? 

Mr.  Stetson.  That  was  in  Camden;  yes,  sir. 

Mr.  Fuller.  He  promoted  that  ? 

The  Chairman.  Well,  he  has  testified  to  that. 

Mr.  Fuller.  The  Champion  Construction  Co.  ? 

Mr.  Stetson.  I  never  heard  of  it. 

Mr.  Fuller.  The  Champion  Iron  and  Separating  Co.  1 

Mr.  Stetson.  Does  that  refer  to  Chickies  ? 

Mr.  Fuller.  Yes. 

Mr.  Stetson.  I  heard  of  that  as  being  at  Chickies,  but  I  never 
knew  the  name. 

The  Chairman.  That  is  the  concern  you  were  testifying  about  ? 

Mr.  Stetson.  Yes. 

Mr.  Fuller.  The  Commercial  Constructing  Co.  ? 

Mr.  Stetson.  I  never  heard  of  it. 

Mr.  Fuller.  The  Hamilton  Ice  Co.  ? 

Mr.  Stetson.  I  never  heard  of  it. 
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Mr.  FuiLEE.  The  Hub  Brewing  Co.,  of  Boston? 

Mr.  Stetson.  No,  sir. 

Mr.  FtnLLER.  The  International  Match  Co.  ? 

Mr.  Stetson.  Never. 

Mr.  Fxn.LEE.  The  Knickerbocker  Contracting  Co.  1 

Mr.  Stetson.  I  never  heard  of  it. 

Mr.  Fuller.  The  Louisville  &  Atlantic  Kailroad  Co.  ? 

Mr.  Stetson.  I  never  heard  of  it;  I  never  heard  of  any  of  these. 

Mr.  Garrett.  What  is  the  object  of  this  ? 

Mr.  Fuller.  My  object  is  simply  this,  to  see  how  many  of  the  com- 
panies which  Mr.  Segal  promoted  this  witness  can  testify  he  has  heard 
of  that  Mr.  Segal  did  promote,  in  order  to  amplify  the  question  that 
Mr.  Hinds  asked  of  the  witness ;  that  is,  whether  or  not  this  man  was  a 
promoter  and  whether  or  not  the  man  had  promoted  various  concerns. 

The  Chairman.  Did  you  mention  all  you  knew  of  in  your  testi- 
mony? 

Mr.  Stetson.  All  that  I  knew  of,  except  the  Chickies  Iron  Co.,  and 
there  was  a  paper  warehouse  operated  in  Virginia,  the  Majestic  Apart- 
ment House  and  the  Sugar  Refining  Co.;  that  is  all  I  have  known  of, 

Mr.  Fuller.  I  am  not  reading  a  list  of  buildings  which  this  man 

constructed,  but  I  am  reading  a  list  of  enterprises  that  he  has  caused 

-to  be  incorporated  or  has  bought  after  they  were  incorporated  and 

has  increased  and  has  promoted  by  selling  their  bonds  and  stocks  or 

their  bonds  or  stocks. 

Mr.  Garrett.  Can  you  suggest  how  that  would  help  this  committee 
in  its  labors — to  know  all  of  those  facts  ? 

Mr.  Fuller.  It  is  only  pertinent  if  the  question  of  Mr.  Hinds  is 
'  pertinent. 

Mr.  Hinds.  Well,  is  the  object  of  that  to  show  or  create  the  pre- 
sumption that  because  he  promoted  many  companies  that,  therefore, 
the  promotion  of  one  company  against  the  Sugar  Trust  might  not  be 
an  attempt  to  make  a  strike  at  the  trust  or  hold  them  up  ? 

Mr.  Fuller.  No;  the  object  is  to  show  this  man's  course  of  dealing 
and  thereby  to  throw  light  on  the  buying  in  of  the  Pennsylvania  Sugar 
Refining  Company  and  then  putting  this  enormous  capital  in  it  and 
then  promoting  it;  to  show  it  was  the  habit  of  the  man  to  promote 
various  industries  of  various  kinds,  consisting  of  various  sugar  and 
ice  factories,  and  then  selling  them.  That  was  my  object;  I  thought 
that  was  what  your  questions  brought  out. 

Mr.  Hinds.  I  see.     I  only  know  of  that  one  case. 

The  Chairman.  Do  you  know  of  any  more  things  which  he  pro- 
moted besides  those  that  he  has  mentioned  ? 

Mr.  Stetson.  No,  sir;  that  is,  including  the  soap  and  match  com- 
panies. 

Mr.  Fuller.  May  I  not,  by  the  recalling  of  a  name,  refresh  the 
witness's  recollection  ? 

The  Chairman.  The  committee  does  not  think  that  is  necessary; 
it  is  almost  irrelevant,  if  not  entirely  so.  We  do  not  want  to  take  up 
too  much  time  with  it.  You  do  not  know  of  any  more  except  those 
you  have  mentioned  ? 

Mr.  Stetson.  No;  I  do  not. 

Mr.  Malby.  There  are  just  one  or  two  more  questions.  Have  you 
the  letter  books  now  from  which  you  extracted  the  letters  which  you 
sent  to  Mr.  Thomas  ? 
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Mr.  Stetson.  I  think  I  have  some  of  them,  but  not  all. 

Mr.  Malby.  Well,  you  say  they  were  sent  in  the  latter  part  of  1910  ? 

Mr.  Stetson.  Well,  some  were  sent  in  1910. 

Mr.  Malby.  When  were  the  others  sent  ? 

Mr.  Stetson.  Now,  then,  that  will  stand  an  explanation.  I  had 
a  partner  for  31  years  and  we  dissolved  partnership — — 

Mr.  Malby  (interposing) .  When  % 

Mr.  Stetson.  Two  years  ago  last  October. 

Mr.  Malby.  Give  Ms  name  while  you  are  at  it. 

Mr.  Stetson.  Mr.  Robert  J.  Winsmore. 

Mr.  Malby.  Where  does  he  now  reside  ? 

Mr.  Stetson.  1911  North  Broad  Street,  Philadelphia. 

Mr.  Malby.  Go  on  from  there. 

Mr.  Stetson.  The  old  firm's  books,  the  firm  of  Stetson  and  Wins- 
more,  so  filled  up  our  safes  that  everything  was  taken  out  up  to  about 
1905  or  1906  and  destroyed,  all  the  ledgers,  journals,  and  so  forth, 
and  I  only  have  books,  I  think,  for  five,  six,  or  seven  years  back. 

Mr.  Malby.  When  was  it  you  sent  the  first  batch  of  letters  to  Mr. 
Thomas  % 

Mr.  Stetson.  The  first  batch  of  letters  in  December,  1910. 

Mr.  Malby.  In  December,  1910  ? 

Mr.  Stetson.  Yes. 

Mr.  Malby.  So  you  did  not  send  any  that  had  been  destroyed  prior 
to  that  time,  because  you  did  not  have  them? 

Mr.  Stetson.  Oh,  no. 

Mr.  Malby.  Now,  you  have  the  letter  books  from  which  you  took 
the  letters  that  you  sent  to  Mr.  Thomas  ? 

Mr.  Stetson.  No;  I  have  not.     I  do  not  think  I  have. 

Mr.  Malby.  I  do  not  understand  you,  then. 

Mr.  Stetson.  I  think  I  have 

Mr.  Malby  (interposing) .  You  say  you  destroyed  your  letter  books 
up  to  1905  % 

Mr.  Stetson.  I  destroyed  all  of  the  firm's  old  books,  not  the  letter 
books. 

Mr.  Malby.  Well,  up  to  what  date  ? 


Mr.  Stetson.  Well,  i  think  up  to- 


Mr.  Malby  (iaterposing) .  When  were  they  destroyed  ? 

Mr.  Stetson.  I  should  think  up  to  within  1905  or  1906,  but  I  will 
look  over  them  when  I  go  home. 

Mr.  Malby.  Your  impression  is  that  the  firm's  books  up  to  1905 
or  1906  were  destroyed? 

Mr.  Stetson.  I  think  so;  yes,  sir;  they  may  not  be  that  late,  it 
may  be  only  up  to  1902  or  1903.  I  could  tell  by  looking  at  my  books 
there  now,  which  I  am  perfectly  willing  to  do,  and  to  show  you 
what  it  is. 

Mr.  Malby.  Now,  I  understood  you  to  say  something  about  the 
fact  that  the  letters  which  you  wrote  to  Mr.  Thomas  were  regarded 
as  somewhat  personal? 

Mr.  Stetson.  They  were  personal. 

Mr.  Malby.  I  understood  you  to  say  upon  your  direct  examina- 
tion that  these  were  copied  into  another  book  and  not  into  the 
firm's  books  ? 

Mr.  Stetson.  Oh,  no;  they  were  copied  in  the  firm's  letter  books. 

Mr.  Malby.  Now,  when  were  tliose  letters  written  to  Mr.  Thomas — 
during  what  period  of  time? 
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Mr.  Stetson.  Well,  during  a  period  from  1896  up  to  the  present 
date. 

Mr.  Malby.  What  was  the  date  of  your  communicating  to  Mr. 
Thomas  that  you  had  copies  of  those  letters  and  that  you  thought 
they  might  be  of  advantage  to  him  ? 

Mr.  Stetson.  Some  date  in  December. 

Mr.  Malby.  Last? 

Mr.  Stetson.  Yes;  last  December. 

Mr.  Malby.  So  that  you  had  not  destroyed  at  that  time  any  of 
the  books  from  which  you  extracted  letters  which  were  sent  to  him  ? 

Mr.  Stetson.  Oh,  I  destroyed  these  books  in — these  books  were 
sent  out  and  destroyed  when  my  partner  and  I  separated  in  1909. 

Mr.  Malby.  If  you  did  not  send  these  letters  to  Mr.  Thomas  until 
1910  you  could  not  have  destroyed  the  copy  books  in  1905  from  which 
those  letters  were  extracted  ? 

Mr.  Stetson.  I  have  those.  And  Mr.  Fuller  says  he  will  show  you 
that  he  has  letters  of  1896  and  of  1903,  and  he  can  show  you  he 
has  copies  of  those  letters  that  I  have  taken  from  those  books. 

Mr.  Malby.  But  you  have  the  letter  books  from  which  you  took 
the  letters  that  you  sent  to  Mr.  Thomas  in  December,  1910,  have 
you  not  ? 

Mr.  Stetson.  From  which  I  have  taken  letters. 

The  Chairman.  As  late  as  1910? 

Mr.  Stetson.  Certainly.  I  have  all  of  my  letter  books  from  1908 
to  1910;  1908,  1909,  and  1910,  I  am  sure. 

Mr.  Malby.  Prior  to  December,  1910,  you  did  not  send  any  letters 
to  Mr.  Thomas,  or  copies  of  letters  ? 

Mr.  Stetson.  I  never  sent  any  more  letters  to  Mr.  Thomas  until 
December,  1910. 

Mr.  Malby.  And  you  have  those  letter  books  now  ? 

Mr.  Stetson.  Yes;  I  presume  I  have  the  letter  books  anyhow 
from  1907  up  to  this  time;  I  know  I  have. 

Mr.  Malby.  You  must  have  had  them  in  December,  1910,  or  you 
did  not  send  them  to  him  at  that  time. 

Mr.  Stetson.  I  no  doubt  had  them  from  1907;   I  think  I  have. 

Mr.  Malby.  I  think  we  have  now  gotten  over  that  hard  spot.  So 
that  the  letter  books  from  which  these  copies  were  extracted  would 
now  show  by  the  pages 

Mr.  Stetson  (interposing).  Certainly  they  would. 

Mr.  Malby  (continuing).  Those  which  have  been  removed? 

Mr.  Stetson.  Certainly  they  would. 

Mr.  Malby.  And  the  number  of  letters  removed  ? 

Mr.  Stetson.  Certainly  they  would,  any  letter  books  I  have. 

Mr.  Malby.  Did  you  ever  extract  copies  of  any  letters  written  to 
any  other  person  and  return  such  copies  to  them  ? 

Mr.  Stetson.  Never  in  my  life. 

Mr.  Malby.  So  that  whatever  jour  letter  books  show  now  as  to  the 
number  would  be  the  number  which  you  sent  to  Mr.  Thomas  ? 

Mr.  Stetson.  Certainly. 

Mr.  Malby.  And  none  other  ? 

Mr.  Stetson.  Certainly. 

Mr.  Malby.  That  is  all,  except  I  would  like  to  suggest  to  the  chair- 
man that  there  may  be  a  possibility  of  our  wanting  to  see  those  letter 
books. 
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The  Chairman.  Suppose  you  send  those  letter  books.  Of  course 
we  can  not  require  you  to  do  so  unless  we  serve  you  with  a  subpoena 
duces  tecum. 

Mr.  Stetson.  You  do  not  have  to  subpoena  me,  Mr.  Hardwick.  I 
will  look  over  what  I  have  and  I  will  be  glad  to  forward  them  to  you 
if  you  wish.  But  I  do  not  think  I  have  but  one  letter  book  intact, 
and  that  book  contains  a  letter  to  Mr.  Thomas,  written  in  July,  1909, 
and  the  way  I  came  to  have  that  letter  in  that  letter  book  is  that  the 
letter  book  was  in  my  attorney's  hands,  as  he  was  using  it  in  a  law- 
suit; that  is  the  only  letter  book  I  have.  Do  I  understand  you  are 
through  with  me ;  and  do  you  want  those  letter  books  ? 

Mr.  Malby.  We  would  like  to  have  you  send  them,  if  you  will,  by 
express  to  the  chairman,  the  letter  books  from  which  you  extracted 
the  copies  to  send  to  Mr.  Thomas  and  also  the  letter  or  letter  book 
which  contains  a  copy  of  the  only  letter  which  you  say  you  have  not 
as  yet  sent  to  Mr.  Thomas. 

Mr.  Stetson.  Now,  I  want  to  say  to  you,  gentlemen,  that  you  will 
have  difl&culty  in  knowing  what  page  that  was  without  you  see  these 
copies,  for  the  simple  reason  that  here  is  my  letter  book,  my  regular 
letter  book,  in  which  each  and  every  letter  that  leaves  our  office  is 
copied;  but  letters  of  a  social  nature,  which  I  considered  my  letters 
to  Mr.  Thomas,  were  copied,  as  well  as  other  letters  of  a  social  nature, 
in  the  back  of  the  firm's  letter  book,  and  while  my  business  letters 
were  working  forward  all  the  time  these  letters  were  in  the  back. 
For  instance,  I  might  have  a  letter,  we  will  say,  on  page  600,  and  some 
other  letters  would  be  within  two  or  three  pages  of  it  that  were  written, 
perhaps,  in  1910,  or  along  there. 

Mr.  Malby.  If  you  ■will,  you  could  put  in  a  little  slip. 

Mr.  Stetson.  I  can  not  tell  where  to  put  a  slip  without  getting 
those  copies.  I  did  not  have  them  indexed  because  they  were  so  few; 
all  of  the  other  letters  are  indexed. 

The  Chairman.  You  will  have  to  do  the  best  you  can. 

Mr.  Stetson.  I  will  have  to  send  the  letter  books  to  you,  and  all  I 
can  say  to  you  is  that  if  you  miss  any  of  the  pages  in  the  book  you 
can  imagine  they  are  the  letters  I  have  torn  out  and  sent  to  Mr. 
Thomas,  and  you  can  verify  that  by  receiving  copies  of  letters  from 
Mr.  Fuller. 

The  Chairman.  We  will  do  that,  and  we  will  excuse  you. 

Mr.  Stetson.  I  am  much  obliged  to  you  for  your  courtesy. 

TESTIMONY  OF  MR.  CHARIES  C.  HARRISON. 

(The  witness  was  duly  sworn  by  the  chairman.) 

The  Chairman.  Give  us  your  full  name  ? 

Mr.  Harrison.  My  full  name  is  Charles  C.  Harrison. 

The  Chairman.  Your  residence ? 

Mr.  Harrison.  My  legal  residence  is  at  Devon,  Chester  County,  Pa. 

The  Chairman.  You  have  a  home  in  Philadelphia  ? 

Mr.  Harrison.  My  winter  home  is  in  Philadelphia;  I  was  born  in 
Philadelphia. 

The  Chairman.  Mr.  Harrison,  what  business  are  you  now  engaged 
in? 

Mr.  Harrison.  At  present  I  am  not  engaged  in  any  business.  In 
1894,  or  shortly  after  my  retirement  from  business,  having  been  for 
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many  years  a  trustee  of  the  University  of  Pennsylvania,  I  was  invited 
by  my  cotrustees  to  become  president  of  the  University  of  Pennsyl- 
sylvania.  The  title  is  provost,  but  it  means  the  same  thing  as  presi- 
dent; I  used  the  word  president  so  you  would  understand. 

The  Chairman.  You  were  the  provost  of  the  University  of  Penn- 
sylvania ? 

Mr.  Harrison.  Yes. 

The  Chairman.  You  retired,  then,  from  active  mercantile  business 
in  1894  ? 

Mr.  Harrison.  In  1892;  in  March,  1892. 

The  Chairman.  Since  then  you  have  engaged  in  no  business  ? 

Mr.  Harrison.  Since  then  I  have  engaged  in  no  business.  Until 
December  31,  1910,  about  six  months  ago,  I  had  been  the  president 
of  the  University  of  Pennsylvania. 

The  Chairman.  Well,  now,  do  you  own  any  stock  in  the  American 
Sugar  Refining  Co.  ? 

Mr.  Harrison.  I  am  perfectly  willing  to  answer  that  question,  sir, 
but  I  understood  that  Mr.  Atkins  was  excused  from  answering  it.  I 
am  a  holder  of 

The  Chairman  (interposing) .  Mr.  Atkins  was  not  excused  from 
answering. 

Mr.  Harrison.  I  am  a  holder  of  stock  in  the  American  Sugar 
Refining  Co. 

Mr.  Hinds.  Was  not  Mr.  Atkins  excused  as  to  the  extent  of  his 
holdings  ? 

The  Chairman.  No,  I  think  not. 

Mr.  Garrett.  He  was  excused  as  to  the  extent. 

The  Chairman.  Do  you  object  to  disclosiag  the  extent  of  your 
holdings  1 

Mr.  Harrison.  I  would  rather  not  say,  sir,  but  I  will  say  that  I 
am  a  moderate  holder  of  the  stock  of  the  American  Sugar  Refining  Co. 

The  Chairman.  It  may  become  very  material  later. 

Mr.  Harrison.  Of  course,  I  will  submit  myself  to  the  committee, 
sir,  as  the  matter  goes  on. 

The  Chairman.  Well,  I  will  withhold  asking  that  for  the  moment, 
because  I  do  not  want  to  ask  it  unless  there  is  some  material  reason 
why  we  should  have  the  information.  Now,  except  to  the  extent 
of  being  a  stockholder,  and,  as  you  express  it,  a  moderate  stock- 
holder, have  you  any  interest  in  the  sugar  business  ? 

Mr.  Harrison.  None  whatsoever. 

The  Chairman.  That  is  your  sole  interest? 

Mr.  Harrison.  Yes,  sir. 

The  Chairman.  Are  you  a  director  in  the  American  Sugar  Refin- 
ing Co.  ? 

Mr.  Harrison.  No,  sir. 

The  Chairman.  Have  you  been  ? 

Mr.  Harrison.  Never,  sir. 

The  Chairman.  You  never  were  ? 

Mr.  Harrison.  No,  sir. 

The  Chairman.  For  many  years,  Mr.  Harrison,  you  were  in  the 
sugar  business,  were  you  not  ? 

Mr.  Harrison.  I  went  into  business  on  the  1st  day  of  Januarv, 
1863.  •^' 

The  Chairman.  In  the  sugar  business  ? 
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Mr.  Harrison.  Yes,  sir;  and  never  was  in  any  other  business. 

The  Chairman.  Harrison,  Frazier  &  Co.  ? 

Mr.  Harrison.  No,  sir;  Harrison,  Newhall  &  Welch.  That  firm 
was  dissolved  in  the  first  year  through  the  death  of  Mr.  Newhall,  and 
a  new  partnership  was  formed  in  1864,  and  that  partnership  was 
Harrison  &  Havemeyer. 

The  Chairman.  Which  Havemeyer  was  that  ? 

Mr.  Harrison.  Mr.  Theodore  A.  Havemeyer. 

The  Chairman.  How  long  did  that  firm  contuiuel 

Mr.  Harrison.  Mr.  Havemeyer  retired  from  the  business  in.  1885 
of  his  own  volition. 

The  Chairman.  Eetired  from  your  business  ? 

Mr.  Harrison.  Yes,  sir. 

The  Chairman.  What  did  the  firm  then  become  ? 

Mr.  Harrison.  Harrison,  Frazier  &  Co. 

The  Chairman.  It  was  a  partnership,  was  it  not,  and  not  a  cor- 
poration ? 

Mr.  Harrison.  A  general  partnership,  consisting  of  four  brothers 
and  Mr.  Frazier,  my  brother-m-law. 

The  Chairman.  Who  were  those  four  brothers  ? 

Mr.  Harrison.  I  was  the  eldest;  my  brother  Alfred  C,  was  the 
second;  my  brother  William  W.  Harrison,  the  third,  and  my  brother 
Mr.  Mitchell  Harrison,  the  fourth. 

The  Chairman.  The  two  last  brothers  were  half  brothers,  were 
they  not  ? 

Mr.  Harrison.  No;  Mitchell  Harrison  was  my  half  brother  and 
William  W.  Frazier  married  my  sister. 

The  Chairman.  Who  is  Mr.  George  D.  Frazier? 

Mr.  Harrison.  Mr.  George  H.  Frazier;  he  is  the  son  of  Mr.  W.  W. 
Frazier,  and  a  nephew  of  mine. 

The  Chairman.  He  is  the  gentleman  about  whom  Mr.  Stetson  has 
been  testifying  ? 

Mr.  HA.RRISON.  I  assume  so;  I  did  not  hear  much  of  his  testimony. 

The  Chairman.  Well,  now,  were  these  partners  the  only  partners  in 
this  concern  ? 

Mr.  Harrison.  The  interests  varied  as  the  years  went  on.  I  have 
no  objection  to  telling  you  the  interests  if  it  would  be  essential. 

The  Chairman.  Well,  it  might  be  at  a  later  period,  for  this  reason, 
that  I  will  want  to  know  a  little  later  exactly  what  each  one  of  you 
owns  in  stock. 

Mr.  Harrison.  I  will  frankly  answer  every  question.  The  only 
thing  is  that  this  is  a  family  concern,  that  every  share  of  stock  in  the 
company  was  owned  in  one  family,  that  is  so  far  as 

The  Chairman  (interposing) .  It  was  a  close  affair  ? 

Mr.  Harrison.  A  purely  family  partnership. 

The  Chairman.  Now,  you  say  that  in  1885  Mr.  Theodore  A.  Have- 
meyer retired  from  your  firm  ? 

Mr.  Harrison.  Mr.  Havemeyer  wrote  us  a  letter  from  Europe  say- 
ing it  was  his  desire  to  retire  from  the  business,  and  we  made  him  an 
offer  of  purchase  and  he  accepted  it  and  we  bought  him  out. 

The  Chairman.  Well,  now,  you  operated  from  1885 

Mr.  Harrison  (interposing).  From  1885  until  1887  we  operated  as 
a  general  partnership  under  the  firm  name  of  Harrison,  Frazier  &  Co. 
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The  Chairman.  What  was  the  capacity  of  your  plant  ?  Did  you 
have  but  one  plant? 

Mr.  Harrison.  Only  one  plant,  sir. 

The  Chairman.  And  that  was  at  Philadelphia  ? 
Mr.  Harrison.  That  was  in  Philadelphia. 

The  Chairman.  What  was  its  daily  capacity  in  pounds  \ 

Mr.  Harrison.  I  can  tell  you  better  about  its  capacity  a  little  later 
on,  because  I  am  speaking  now  as  to  matters  of  recollection  of  20 
years  ago. 

The  Chairman.  I  know  that. 

Mr.  Harrison.  And  I  would  hke  to  say,  if  I  may  be  permitted  to  say 
so,  that  I  was  a  witness  in  1892  in  the  case  of  the  United  States  v. 
Knight,  and  everything  which  I  knew  upon  the  question,  when  my 
memory  was  fresh,  is  there.  And  I  would  hke  to  refer  the  committee 
to  that  record  for  any  matter  upon  which  my  mind  may  not  be  fresh 
now. 

The  Chairman.  The  only  thing  is  I  doubt  whether  the  committee 
can  have  access  to  the  record  in  that  case. 

Mr.  Harrison.  There  is  a  printed  record  of  the  evidence. 

The  Chairman.  I  do  not  know  whether  we  can  get  it. 

Mr.  Harrison.  Everything  that  I  can  tell  you  at  this  distant  time 
I  am  ready  to  tell. 

The  Chairman.  What  was  the  daily  capacity  ?  Was  the  capacity 
of  this  factory  about  2,200,000  pounds  a  day  ? 

Mr.  Harrison.  In 

The  Chairman  (interrupting).  At  the  time  they  sold  out  to  the 
Sugar  Refineries  Co. 

Mr.  Harrison.  I  think  we  were  the  second  largest  refinery  in  the 
world  in  1888  and  1889. 

The  Chairman.  What  was  the  largest? 

Mr.  Harrison.  Havemeyers  &  Elder,  of  New  York. 

The  Chairman.  That  is  according  to  the  figures  that  appear  in 
this  bill. 

Mr.  Harrison.  I  have  not  seen  the  bill.  We  had  a  capacity  of  a 
thousand  tons  of  raw  sugar  a  day. 

The  Chairman.  A  thousand  tons  a  day  ? 

Mr.  Harrison.  Yes;  and  we  worked  a  thousand  tons  of  raw  sugar 
a  day  right  through  the  year. 

The  Chairman.  That  was  your  daily  average  ? 

Mr.  Harrison.  We  could  do  that  work. 

The  Chairman.  That  was  your  daily  capacity  ?  You  could  aver- 
age that  daily? 

Mr.  Harrison.  Yes,  sir. 

The  Chairman.  Well,  what  did  this  plant  cost  your  firm  in  actual 
money  ? 

Mr.  Harrison.  To  the  best  of  my  recollection  and  beUef,  we  ex- 
pended upon  that  plant  not  less  than  $4,000,000. 

The  Chairman.  Not  less  than  ?4,000,000  ? 

Mr.  Harrison.  That  is  my  recollection. 

The  Chairman.  Now,  in  1887  Harrison,  Frazier  &  Co.  put  this 
plant  into  the  trust  or  what  was  then  called  the  Sugar  Refineries  Co.  ? 

Mr.  Harrison.  No,  sir. 

The  Chairman.  Or  a  httle  after  that  ? 


AMERICAN    SUGAR  REFINING   CO.  1369 

Mr.  Harrison.  No,  sir.  In  1887,  when  our  business  had  grown  to 
such  an  extent  and  was  constantly  growing,  we  went  into  a  corpora- 
tion under  the  laws  of  the  State  of  Pennsylvania. 

The  Chairman.  You  did? 

Mr.  Harrison.  Yes,  sir;  and  for  this  reason:  Not  to  limit  our  Ua- 
biUty,  but  for  one  purpose  only — to  enable  us  to  readily  settle  the 
estate  of  a  deceased  partner.  We  had  been  together  almost  30 
years,  four  brothers  and  a  brother-in-law,  and  it  would  be  a  difficult 
thing  to  settle  up  an  estate  in  any  other  way,  and  after  a  conference 
it  was  concluded  to  incorporate  under  the  laws  of  the  State  of 
Pennsylvania. 

The  Chairman.  And  you  were  then  incorporated  ? 

Mr.  Harrison.  Yes,  sir;  under  the  name  of  the  Franklin  Sugar 
Refining  Co.,  which  always  had  been  our  brand  from  the  beginning, 
in  1863. 

The  Chairman.  Now,  Mr.  Harrison,  when  you  incorporated,  at 
what  did  you  capitalize  ? 

Mr.  Harrison.  A  capital  of  $5,000,000. 

The  Chairman.  And  jou  had  an  investment  of  only  14,000,000  ? 

Mr.  Harrison.  No,  sir.  I  said  we  had  expended  from  the  begin- 
ning to  the  end  in  our  plant  not  less  than  $4,000,000. 

The  Chairman.  Well,  that  is  true;  that  is  accurate.  Now,  what 
was  the  other  million  that  went  into  this  $5,000,000,  when  you  incor- 
porated ? 

Mr.  Harrison.  So  you  may  understand  it  exactly,  you  asked  me 
what  the  plant  cost  the  firm  and  I  told  you  to  the  best  of  my  knowl- 
edge and  belief  $4,000,000,  but  we  did  not  carry  our  plant  at  all  at 
that  price  upon  our  books,  according  to  my  recollection.  No  manu- 
facturer is  worth  much  except  what  he  has  outside  of  his  plant,  except 
under  extraordinary  circumstances,  so  we  kept  our  plant — at  what 
figure  I  do  not  now  remember. 

The  Chairman.  Lower  than  that  ? 

Mr.  Harrison.  Yes. 

The  Chairman.  Much  lower  ? 

Mr.  Harrison.  Yes,  sir. 

The  Chairman.  What  was  the  balance  of  the  $5,000,000  ? 

Mr.  Harrison.  In  cash. 

The  Chairman.  The  cash  that  you  had  outside  of  your  plant  ? 

Mr.  Harrison.  Yes,  sir. 

The  Chairman.  So  that  of  the  $5,000,000,  $2,500,000  of  it  at  least 
was  represented  by  the  plant  ? 

Mr.  Harrison.  I  can  not  say. 

The  Chairman.  Could  you  approximate  that  ? 

Mr.  Harrison.  I  would  think  so. 

The  Chairman.  And  $2,500,000  more  represented  your  cash  and 
other  outside  resources  ? 

Mr.  Harrison.  What  we  had  in  the  business. 

The  Chairman.  And  you  incorporated  it  as  the  Franklin  Refining 

Co.? 

Mr.  Harrison.  Yes,  sir;  the  Franklin  Sugar  Refining  Co. 

The  Chairman.  That  was  in  1887.  When  did  you  finally  consent 
to  the  combination  known  as  the  Sugar  Refineries  Co.  ? 

Mr.  Harrison.  We  had  never  intended  to  go  out  of  business;  we 
had  been  in  business  since  1863;  we  had  been  asked  to  go  into  the 
American  Sugar  Refining  Co.  and  we  had  declined. 
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The  Chairman.  It  was  the  Sugar  Refineries  Co.,  was  it  not,  at  that 
time? 

Mr.  Harrison.  Well,  whatever  the  title  was. 

The  Chairman.  The  original  combination  of  1887,  I  mean  ? 

Mr.  Harrison.  Well,  whatever  it  was.     We  had  declined  that. 

The  Chairman.  You  had  declined  originally  to  go  in  ? 

Mr.  Harrison.  Yes,  sir. 

The  Chairman.  Who  made  the  proposition  to  you  to  go  in  ? 

Mr.  Harrison.  I  will  have  to  speak  from  my  best  recollection.  I 
think  Mr.  John  E.  Searles. 

The  Chairman.  Did  Mr.  T.  A.  Havemeyer  discuss  it  with  you  ? 

Mr.  Harrison.  No,  sir. 

The  Chairman.  In  person  or  by  letter  ? 

Mr.  Harrison.  Never,  sir.  I  can  explain  Mr.  Havemeyer's 
relation  to  the  business  if  you  would  hke  to  know  it. 

The  Chairman.  Unless  you  think  it  is  unimportant. 

Mr.  Harrison.  Mr.  Theodore  A.  Havemeyer's  whole  business  was 
connected  with  the  manufacture  of  sugar  at  the  refinery;  he  never 
had  anything  to  do  with  the  business  part  of  the  firm  or  with  business 
matters  connected  wiih  the  firm. 

The  Chairman.  Searles,  then,  was  the  man  who  originally  ap- 
proached you  ? 

Mr.  Harrison.  That  is  my  recollection.  We  expected  to  be 
asked,  and  knowing  that  we  were  hkely  to  be  asked,  we  had  discussed 
this  question  thoroughly  amongst  ourselves  and  had  determined  that 
we  would  not  sell  out  to  the  American  Sugar  Refining  Co.  or  go  into 
a  combination  with  the  American  Sugar  Refining  Co.,  or  any  other 
concern. 

The  Chairman.  That  was  in  1887  ? 

Mr.  Harrison.  Yes,  sir. 

The  Chairman.  Did  you  finally  decide  to  go  into  it  ? 

Mr.  Harrison.  I  will  tell  the  story  very  briefly,  if  you  would  Hke 
me  to  do  so. 

The  Chairman.  You  can  do  so  as  well  as  not,  because  you  are  a 
very  intelligent  witness. 

Mr.  Harrison.  I  do  not  now  recollect  whether  a  letter  was  written 
to  me  by  Mr.  John  E.  Parsons  asking  for  an  interview  in  Philadelphia 
or  not;  at  any  rate  early  in  1892  Mr.  Parsons  came  to  our  business 
office  at  101  South  Front  Street,  Philadelphia.  What  he  said  was 
very  brief .  He  said:  "We  have  been  able  to  make  no  arrangement 
with  you  of  any  kind;  I  have  come  to  buy  you  out." 

The  Chairman.  What  did  you  do  1 

Mr.  Harrison.  I  said  it  was  too  large  a  question  to  discuss,  that  I 
had  four  others  who  had  to  consider  the  matter,  but  that  I  would 
discuss  it  with  my  associates  and  would  inform  him  at  a  later  time  of 
any  conclusion  at  which  we  might  arrive. 

The  Chairman.  What  happened  then  ?  Did  he  go  back  to  New 
York? 

Mr.  Harrison.  He  went  back  to  New  York. 

The  Chairman.  Did  you  discuss  that  matter  with  your  business 
associates  ? 

Mr.  Harrison.  I  went  over  it  thoroughly  with  my  two  brothers 
and  my  half-brother,  and  also  Mr.  Frazier,  and  there  was  a  great  differ- 
ence of  opinion  as  to  whether  we  would  go  out  of  business  or  remain 
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in  business.  After  mature  deliberation,  we  concluded  that  we  would 
stay  in  business  together  as  a  family  or  all  go  out  of  business  as  a 
family,  and  concluded  that  for  a  reason  which  I  am  perfectly  willing 
to  give  you,  that  is,  to  go  out  of  business. 

The  Chairman.  Well,  it  may  be  of  interest. 

Mr.  Harrison.  The  controlling  reason  of  my  going  out  of  business 
was  because  my  health  was  three  times  broken  down  while  I  was  in 
the  sugar  refining  business. 

The  Chairman.  And  your  brothers  and  your  brother-in-law  were 
willing  to  go  out  with  you? 

Mr.  Harrison.  Yes,  sir. 

The  Chairman.  And  you  finally  concluded  to  sell  out  ? 

Mr.  Harrison.  Yes;  to  the  American  Sugar  Refining  Co. 

The  Chairman.  Now,  when  you  reached  that  conclusion,  did  you 
renew  your  negotiations  ? 

Mr.  Harrison.  I  think  I  may  have  said  to  Mr.  Parsons  that  I  was 
ready  to  see  him  in  Philadelphia. 

The  Chairman.  You  wrote  him  or  telegraphed  him  to  that  effect  ? 

Mr.  Harrison.  Probably,  or  he  may  have  written  to  me. 

The  Chairman.  At  any  rate,  you  finally  got  in  touch  with  Mr. 
Parsons  in  some  way  and  notified  Mm  you  were  ready  to  take  up  that 
matter  with  him  ? 

Mr.  Harrison.  Yes,  sir. 

The  Chairman.  Did  he  then  come  to  see  you  ? 

Mr.  Harrison.  He  came  to  Philadelphia. 

The  Chairman.  Did  you  take  it  up  with  him  then  ? 

Mr.  Harrison.  My  brothers  and  brother-in-law  then  left  the  whole 
question  of  negotiations  to  me  and  I  took  up  the  matter  with  Mr. 
Parsons. 

The  Chairman.  You  took  it  up  with  Mr.  Parsons  ?  That  was  in 
1892? 

Mr.  Harrison.  In  the  early  part  of  1892. 

The  Chairman.  Did  you  come  to  an  agreement  about  it  ? 

Mr.  Harrison.  We  came  to  an  agreement  immediately. 

The  Chairman.  You  came  to  an  agreement  about  it? 

Mr.  Harrison.  Yes,  sir. 

The  Chairman.  Well,  now,  what  was  that  agreement  ? 

Mr.  Harrison.  We  offered  $5,000,000  of  our  stock  of  the  Franklin 
Sugar  Refining  Co.,  including  a  very  valuable  article  which  we  use, 
called  bone  black,  which  is  used  as  a  decolorizing  material,  a  very 
valuable  article,  and  was  worth  about  $200,000. 

The  Chairman.  And  what  were  you  to  get  in  return  ? 

Mr.  Harrison.  He  offered  to  give  us  $5,000,000  of  the  common 
stock  of  the  American  Sugar  Refining  Co.  and  $5,000,000  of  the  pre- 
iprrpQ.  stock 

The  Chairman.  $5,000,000  of  the  common  and  $5,000,000  of  the 
preferred  ? 

Mr.  Harrison.  Yes,  sir. 

The  Chairman.  Now,  this  sale  did  not  include  the  money  you  had 
in? 

Mr.  Harrison.  No,  sir;  nothing  but  the  plant. 

The  Chairman.  And  the  bone  black  ? 

Mr.  Harrison.  Yes,  sir;  that  is  all. 

The  Chairman.  Not  the  outstanding  accounts  ? 
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Mr.  Harrison.  Nothing  at  all. 

The  Chairman.  Nothing  at  all  save  the  actual  plant  and  the 
appurtenances  ? 

Mr.  Harrison.  No,  sir;  the  good  will,  the  brand,  the  trade-mark 
for  this  brand. 

The  Chairman.  But  not  this  large  amount  of  money  and  outside 
resources  ? 

Mr.  Harrison.  No,  sir. 

The  Chairman.  Which  was  something  like  $2,000,000  or  $3,000,000 
even  in  1887? 

Mr.  Harrison.  No;  not  in  1887. 

The  Chairman.  I  thought  you  said  that  when  you  incorporated  in 
1887,  that  of  the  capitalization  of  $5,000,000,  your  judgment  was, 
as  near  as  you  could  tell,  that  about  one-half  of  it  was  supposed  to  be 
represented  by  the  plant  and  about  one-half  represented  by  cash  and 
other  outside  resources  ? 

Mr.  Harrison.  No,  at  a  later  date;  I  was  speaking  of  a  later  date. 
I  have  not  had  any  access  to  the  books  for  a  great  length  of  time. 

The  Chairman.  I  understand  that.  We  are  just  trying  to  find 
out  what  the  facts  are. 

Mr.  Harrison.  I  doubt  if  there  was  as  much;  we  capitalized  at  the 
highest  capitalization  which  the  laws  of  the  State  of  Pennsylvania 
then  permitted. 

The  Chairman.  Well,  now,  at  the  time  you  sold  out  this  $5,000,000 
of  stock  for  $5,000,000  of  the  common  and  $5,000,000  of  the  pre- 
ferred in  the  trust — and  I  use  that  as  a  descriptive  word  for  the  pur- 
pose of  this  examination — the  property  that  you  sold,  to  wit:  the 
plant  and  its  appurtenances,  and  the  bone  black,  did  not  represent 
more  than  50  or  60  per  cent  of  the  total  assets  of  the  company  ? 

Mr.  Harrison.  If  you  are  calling  that  plant  all  that  we  sold, 
because  our  entire  organization  went  with  it. 

The  Chairman.  I  know  that,  but  I  understood  you  to  say  a  few 
moments  ago,  when  you  put  the  capital  at  $5,000,000,  that  no  manu- 
facturer could  figure  his  plant,  which  had  been  worldng  for  years,  at 
what  it  cost  or 

Mr.  Harrison  (interposing).  I  did  not  mean  that  at  all.  What  I 
meant  to  say  was  that  no  large  manufacturer  can  consider  himself 
worth  much  except  that  which  he  has  been  able  to  take  out  of  his 
business  and  invest. 

The  Chairman.  I  understand  that,  but  when  you  incorporated  this 
concern  at  $5,000,000,  probably  $2,500,000  represented  the  value  of 
the  plant  ? 

Mr.  Harrison.  No,  sir;  what  stood  upon  our  books. 

The  Chairman.  And  the  balance,  of  course,  the  plant  and  its 
appurtenances  ? 

Mr.  Harrison.  Yes,  sir. 

The  Chairman.  So,  for  the  plant  and  its  appurtenances,  plus  the 
bone  black,  you  got  $10,000,000  of  stock? 

Mr.  Harrison.  Yes,  sir;  of  stock.  I  think  the  price  of  the  stock 
at  that  time  was  about  80,  but  you  can  find  that  out  by  the  record. 

The  Chairman.  At  about  80.  Now,  did  your  half-brother,  Mr. 
Mitchell  Harrison,  have  any  particular  difhculty  about  his  part  of  the 
negotiation  ? 

Mr.  Harrison.  None  at  all,  sir;  he  left  it  entirely  to  me. 
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The  Chairman.  Well,  was  there  any  proposition  to  pay  him  a 
smaller  amount  than  the  balance  of  you  received  ? 

Mr.  Harrison.  No,  sir;  none  at  all;  he  got  his  share— that  is, 
when  we  were  in  a  general  partnership  we  had  certain  defined  inter- 
ests in  the  business,  and  when  we  went  into  the  corporation  we  had 
the  same  interest  in  the  stock. 

The  Chairman.  You  just  took  the  proportion  of  the  partnership 
interest  and  took  stock  for  that  ? 

Mr.  Harrison.  Precisely. 

The  Chairman.  Was  there  any  hitch  whatever  in  making  that 
arrangement  with  reference  to  the  amount  of  stock  that  Mr.  Mitchell 
Harrison  was  to  receive  ? 

Mr.  Harrison.  Not  at  all. 

The  Chairman.  In  other  words,  he  fared  like  all  of  you? 

Mr.  Harrison.  Precisely;  as  everybody  did. 

The  Chairman.  And  there  was  no  trouble  whatever  about  that  ? 

Mr.  Harrison.  No,  sir;  not  the  slightest;  it  was  absolutely  an 
amicable  matter. 

The  Chairman.  The  hour  of  adjournment  has  arrived,  and  the  com- 
mittee will  now  take  a  recess  until  2.30  o'clock  p.  m. 

(Thereupon,  at  1.05  o'clock  p.  m.,  the  committee  took  a  recess  until 
2.30  o'clock  p.  m.) 

AFTER    RECESS. 

The  committee  reconvened,  pursuant  to  the  taking  of  recess,  at 
2.30  o'clock  p.  m.,  Hon.  Thomas  W.  Hardwick  (chairman)  presiding. 

The  Chairman.  The  committee  will  come  to  order. 

Before  we  proceed  with  your  evidence,  Mr.  Harrison,  Mr.  Fuller 
says  he  wants  to  produce  for  the  record  this  Stetson  correspondence 
about  the  Segal  matter,  to  which  reference  was  made  by  Mr.  Stetson. 

Mr.  Fuller.  Mr.  Chairman,  I  find  that  I  have  that  correspondence. 

The  Chairman.  Have  you  copies  of  it  ? 

Mr.  Fuller.  I  have  the  original  correspondence,  with  the  excep- 
tion of  one  letter,  and  that  is  a  letter  which  was  written  by  Mr. 
Stetson  to  Mr.  Thomas  in  July,  1903,  in  which  he  told  Mr.  Thomas 
something  about  a  tax  assessment  on  the  refinery  at  Camden,  and  in 
which  he  stated  to  him  that  he  could  give  him  some  information  about 
Segal  and  his  new  refinery.  That  was  the  letter  which  Mr.  Stetson 
said  was  the  first  letter  he  wrote.  That  letter  I  have  not  been  able 
to  find.  I  suppose  it  is  in  my  office,  and  if  I  can  possibly  find  it  I  will 
furnish  it  to  the  committee.  As  to  the  other  correspondence  I  have 
the  originals  here. 

The  Chairman.  If  you  prefer  you  can  read  those  letters  into  the 
recoi'd. 

Mr.  Fuller.  If  you  will  allow  me,  I  would  prefer  to  do  that,  as 
these  are  the  original  letters. 
99220— No.  16—11 i 
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(The  f oilowing  letters  were  read  by  Mr.  Fuller  for  the  record :) 

P.  0.  Box  3394. 
Boston,  Mass.,  July  8,  1895. 
My  Dear  David:  Would  it  trouble  you  to  make  some  inquiries  in  regard  to  the 
new  sugar  refinery  which  I  understand  is  being  built  in  Camden?  I  have  been 
under  the  impression  that  the  refinery  was  proposed  by  an  owner  of  real  estate  in 
Camden,  and  that  money  had  not  been  subscribed  in  sufficient  quantities  to  insure 
the  erection  of  a  well-equipped  plant.  I  have  recently,  however,  seen  in  the  papers 
that  work  is  going  on.  Will  you  kindly  give  me  what  information  you  can  about 
■this  matter? 

I  think  my  mother  is  likely  to  go  to  Philadelphia  in  the  course  of  two  weeks.  She 
iis  a  little  restless  and  wishes  a  chfe,nge,  and  does  not  care  to  go  into  the  country.  With 
.kind  regards  to  your  family,  believe  me, 

very  truly,  yours,  W.  B.  Thomas. 

David  Stetson,  Esq., 

Philadelphia,  Pa. 

Personal.]  The  American  Sugae  Repining  Co., 

Corner  Broad  and  Central  Streets, 

Boston,  November  19,  190S. 
David  S.  Stetson,  Esq., 

109  Walnut  Street,  Philadelphia,  Pa. 
My  Dear  David:  Some  time  ago  you  wrote  me  in  regard  to  the  question  of  taxes 
on  the  sugar  refinery  at  Camden.  The  matter  had  already  had  the  attention  of  our 
people.  You,  however,  further  wrote  (and  this  is  what  I  wish  to  write  you  now)  that 
you  could  give  me  information  about  Mr.  Adolph  Siegel  and  his  new  refinery,  which 
I  believe  is  called  the  "American."  I  should  like  very  much  to  know  anything 
you  can  tell  me  about  him  and  hia  various  enterprises,  also  in  regard  to  the  financial 
position  of  the  new  company — that  is  how  much  it  is  bonded  for,  and  if  they  have 
raised  nearly  all  the  money.  Also,  I  should  like  to  know  the  cost  of  the  property, 
land,  buildings,  and  machinery.  In  fact,  any  information  you  can  give  me  m  regard 
to  this  matter  will  be  greatly  appreciated. 
With  kind  regards  to  your  family,  I  remain. 

Very  truly,  yours,  W.  B.  Thomas. 


Stetson  &  Winsmore, 
Ship  Brokers  and  Commission  Merchants, 

109  Walnut  Street, 
Philadelphia,  November  $3,  190S. 
Mr.  Washington  B.  Thomas, 

Broad  and  Central  Streets,  Boston,  Mass. 
My  Dear  Wash.:  Your  letter  of  the  19th  before  me  and  noted. 
The  information  you  request  regarding  Mr.  Adolph  Segal  it  will  take  me  some  time 
to  gather  and  have  the  information  absolutely  correct. 

It  would  be  of  no  use  to  you  if  otherwise,  some  of  which  I  must  get  from  his  own 
lips,  and  not  have  him  suspect  me  in  any  way,  and  then  have  his  statements  verified 
by  those  having  busmess  relations  with  him.  And  there  are  several  in  the  Manu- 
facturers' Club,  of  which  he  is  a  member,  and  I  one  of  the  board  of  directors. 

I  hope  to  have  this  information  by  the  end  of  the  week,  if  Mr.  Segal  is  in  the  city, 
and  will  write  you  then. 
With  kind  regards  to  your  family,  I  am, 

Sincerely,  yours,  David  S.  Stetson. 

Personal.  Stetson  &  Winsmore, 

Ship  Brokers  and  Commission  Merchants, 

109  Walnut  Street, 

nf     Tir  T,   rr,  Philadelphia,  November  30,  1903. 

Mr.  W.  B.  Thomas, 

P.  0.  Box  6313,  Boston,  Mass. 
My  Dear  Wash.  :  Referring  to  my  letter  of  the  23d,  in  answer  to  yours  of  the  19th, 
1  have  as  yet  been  unable  to  see  Mr.  Adolph  Segal,  but  nevertheless  have  been  busy 
gaming  information  regarding  the  new  refinery  he  promoted,  and  have  promise  of 
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further  information  in  a  few  days  that  I  ani  sure  will  be  valuable  to  you.  The  sugar 
refinery  that  was  promoted  and  constructed  by  Mr.  Adolph  Sera,l  is  named  the  Penn- 
sylvania Sugar  Refinery.  It  is  located  on  the  site  of  the  old  Pennsylvania  Molasses 
House,  Shackamaxon  Street  Wharf,  Philadelphia.  It  cost  to  construct  $2,500,000, 
and  is  fully  equipped,  even  to  coal  in  the  yard  and  bone  black  imported  from  Europe 
in  the  warehouse.  The  refinery  property  is  bonded  for  $3,000,000,  and  with  five 
million  stock.  Of  the  three  million  bonds,  five  hundred  thousand  bonds  are  held  in 
the  treasury  as  working  capital.  Each  subscriber  to  $1,000  bond  is  entitled  to  $2,000 
of  the  stock.  The  company  is  being  financed  by  a  trust  company  here  who  hold  the 
bonds  and  are  trying  to  place  same  (I  understand  thus  far  they  have  not  placed  many 
of  the  bonds).  The  company  has  a  president  and  board  of  directors,  and  Mr.  Adolph 
Segal  is  not  a  member  of  the  board,  and  it  is  given  out  he  has  nothing  whatever  to  do 
with  the  management  only  to  finish  his  work  as  a  promoter  to  see  it  financed.  I  have 
understood  he  has  been  paid  for  his  services  in  bonds  and  stock,  and  thus  far  has  placed 
but  few  of  them.  I  am  trying  to  find  out  just  what  amount  he  has  parted  with,  and  will 
find  out  exactly  before  I  finish. 

There  is  some  information  regarding  Adolph  Segal  I  am  getting  next  to,  and  I 
will  have  it  verified  this  week,  and  if  it  is  as  I  am  informed  I  am  sure  it  will  be  of 
value  to  you,  and  will  write  you  again  the  last  of  this  week,  or  as  soon  as  I  receive 
same. 

Mr.  Segal's  company  (the  Champion  Construction  Co.)  is  managing  the  West 
Jersey  Tube  Works,  the  Raubsville  Paper  Co.,  Meadowbrook  Coal  Co.,  Utica  Paper 
Mills,  United  States  Lead  Corporation,  Standard  Iron  Mining  &  Furnace  Co., 
at  Chickies,  about  3  miles  from  Columbia,  Pa.,  and  they  have  under  construction 
the  Majestic  Apartment  House,  with  600  rooms.  Broad  and  Girard  Avenue.  This  is 
William  L.  Elkins's  residence,  which  his  company  is  enlarging. 

Is  the  information  I  am  giving  you  in  the  right  drift?    Let  me  know. 

There  is  some  information  I  am  getting  next  to,  and  I  am  having  it  verified.  To 
make  it  thoroughly  clear,  it  might  be  well  for  me  to  talk  personally  with  you.  I  am 
in  New  York  on  business  one  day  every  other  week,  and  if  you  can  let  me  know  what 
day  you  will  be  in  New  York,  this  week,  or  next,  I  can  arrange  to  be  there  the  same 
day  and  see  you.     I  am. 

Sincerely,  yours,  David  S.  Stetson. 


The  American  Sugar  Refining  Co., 
Corner  Broad  and  Central  Streets, 

Boston,  December  1,  190S. 
David  S.  Stetson,  Esq., 

409  Walnut  Street,  Philadelphia,  Pa. 
My  Dear  David:  I  have  your  letter  of  November  30,  and  am  very  much  obliged 
to  you  for  the  information  you  have  secured.  It  is  in  line  with  what  I  wish  to  know, 
and  any  further  information,  of  course,  will  be  most  acceptable.  In  regard  to  being 
in  New  York,  my  days  for  being  there  are  most  uncertain.  Sometimes  I  am  there 
a  day  a  week,  and  sometimes  I  am  not  in  the  city  for  three  or  four  weeks;  in  fact, 
I  do  not  know  definitely  about  going  there  many  times  until  a  few  moments  before 
the  train  goes.  I  may,  however,  possibly  be  able  to  see  you  sometime.  In  the 
meantime  any  information  you  can  send  me  by  mail  will  be,  as  I  have  said  before, 
most  acceptable.  ,_,,    „    _ 

Yours,  truly,  ^^  ■  ^-  Thomas. 

Stetson  &  Winsmore, 
Ship  Brokers  and  Commission  Merchants, 

109  Walnut  Street, 
Philadelphia,  December  5,  1903. 
Mr.  W.  B.  Thomas,  Boston,  Mass. 
My  Dear  Wash.:   Your  favor  of  the  1st  before  me  and  noted. 
The  Pennsylvania  refinery,  from  information  I  have  received  from  most  reliable 
sources    I  know  will  not  run  for  months.    As  I  wrote  you,  the  cost  of  the  refinery, 
machinery   etc     to  the  company  as  it  now  stands  was  $2,500,000,  and  it  is  bonded 
for  $3  000  000   with  $5,000,000  stock;  and  Adolph  Segal,  the  promoter,  induced  Mr. 
Frank  Hippie  president  of  the  Real  Estate  Trust  Co.,  to  underwrite  or  finance  same. 
Thus  far  but  few  bonds  have  been  placed,  although  they  have  been  peddled  around 
the  Philadelphia  and  New  York  markets  more  than  a  httle.    A  friend  of  Mr.  Hippie, 
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a  large  importer  here,  also  a  financial  man  in  our  city,  said  to  me  last  evening  he  was 
afraid  that  Mr.  Hippie  had  subscribed  heavily  to  those  bonds  personally  and  would 
make  a  bad  loss.  He  stated  some  of  the  bonds  had  been  offered  to  him,  and  he 
declined  them,  for  he  felt  the  plant  would  prove  a  failure,  and  since  he  declined  to 
become  interested  he  has  heard  that  some  of  the  bonds  have  been  offered  in  exchange 
for  land  and  real  estate;  m  fact,  exchange  them  for  anything  which  money  can  be 
raised  upon. 

The  bonds  offered  thus  are  supposed  to  be  Adolph  Segal's,  and  represent  his  profit 
.  on  the  promotion,  constructing,  and  equipping  the  plant  as  well  as  financing  same,  or 
arranging  for  its  financing  with  the  Real  Estate  Trust  Co. 

In  company  with  some  other  acquaintance  I  saw  Mr.  Sega,l  on  Tuesday  evening, 
and  asked  when  he  expected  to  start  up  his  new  refinery,  his  pretended  excuse  was 
that  the  difference  between  raw  and  refined  sugar  being  only  one-half  cent  per  pound, 
it  left  no  margin  for  profit.  (That  of  course  we  know  was  false;  we  told  him  while  the 
margin  would  be  small,  yet  there  is  a  paying  profit  refining  at  one-half  cent  per  pound.) 
He  eventually  acknowledged  they  had  not  arranged  for  working  capital,  but  stated  he 
expected  to  arrange  for  same  by  the  first  of  the  year.  I  am  satisfied  this  statement  of 
his  is  false,  in  fact  know  that  the  refining  company  and  Adolph  Segal  personally  are 
both  in  a  bad  way. 

The  work  on  the  Majestic  Apartment  House,  Broad  and  Girard  Avenue,  another  of 
Adolph  Segal's  recent  promotions,  is  progressing  very  slowly.  It  is  not  labor  strikes, 
but  the  lack  of  money  the  supposed  cause  of  it  not  proceeding  more  rapidly.  This 
apartment  house  when  complete  will  have  600  rooms. 

The  Standard  Iron  Mining  &  Furnace  Co.,  located  at  Chickies,  5  miles  from  Colum- 
bia, Pa.,  is  another  promotion  of  Adolph  Segal.  It  was  an  old  pig-iron  furnace  when 
I  was  a  boy  and  I  knew  it  when  visiting  Columbia  at  that  time.  It  is  located  under 
Chickies  Mountain,  right  on  the  line  of  Pennsylvania  Railroad.  The  furnacehase 
been  shut  down  for  years,  until  two  years  ago,  after  the  iron  trade  boomed,  at  which 
time  it  was  started  up  again. 

Mr.  Adolph  Segal  last  spring,  before  commencement  of  depression  in  the  iron  trade, 
formed  a  company  and  purchased  the  furnace,  and  as  is  his  custom,  commenced  enlarg- 
ing and  makmg  improvements  to  increase  the  output,  which  necessitated  shutting 
same  down  temporarily,  and  has  not  been  started  up  again,  as  the  price  of  pig  iron 
has  steadily  declined,  and  is  now  selling  far  below  the  cost  at  which  his  furnace  can 
produce  same.     Another  losing  promotion. 

A  member  of  the  Manufacturers'  Club,  and  one  of  the  largest  selling  agents  of  pig 
iron  in  our  State,  and  with  whom  Mr.  Segal  has  talked  considerably  and  had  even 
arranged  with  him  for  his  firm  to  sell  the  output  of  the  Standard  Iron  Furnace,  said 
to  me  recently  that  Segal  would  not  start  up  his  furnace  making  pig  iron  for  several 
years,  if  ever.  It  is  the  feeling  here  that  Adolph  Segal  is  steadily  marching  to  his 
Waterloo,  and  several  of  his  promotions  will  go  with  him,  from  the  information 
herein  contained,  which  I  am  satisfied  is  absolutely  correct. 

I  have  taken  considerable  pains  to  gather  and  have  verified  all  the  above  statements 
and  am  satisfied  the  American  Sugar  Co.  and  the  McCahan  Refining  Co.,  of  Phila- 
delphia, have  little  to  fear  of  the  Pennsylvania  Refining  Co.,  even  though  it  is 
equipped  with  most  modern  machinery,  and  the  time  may  not  be  far  deferred  when  it 
will  be  sold  at  forced  sale. 

Mr.  Segal  is  a  great  hand  to  indulge  in  what  we  Americans  call  bluff  and  always 
puttmg  on  a  bold  front.  It  succeeded  in  the  Steel  Trust,  and  Shipbuilding  Trust  of 
New  York,  and  m  the  Asphalt  and  Lake  Superior  combinations  of  Philadelphia, 
entailing  loss  of  millions  to  investors  of  both  cities.  So  investors  are  more  careful, 
therefore  the  failure  of  the  Pennsylvania  Refining  Co.  is  assured,  as  the  public  won't 
take  the  bonds. 

The  time  may  not  be  far  distant  when  if  the  American  Sugar  Refining  Co.  desires 
they  can  acquire  possession  of  a  majority  of  the  Pennsylvania  Refinery  Co. 

'WTien  such  may  be  the  American  Co.'s  desire,  if  you  will  give  me  the  opportunity 
to  work  the  deal  for  your  company,  I  can  serve  you  as  faithfully  and  well  as  anyone 
and  make  a  commission  from  present  owners  of  the  plant. 

If  you  de.sire,  will  keep  in  touch  with  affairs  of  the  Pennsylvania  Refining  Co.,  and 
keep  you  posted  as  to  their  movement  and  any  change  in  situation.     I  am. 
Sincerely,  yours, 

David  S.  Stetson. 
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Stetson  &  Winsmore, 
Snip  Brokers  and  Commission  Merchants, 
109  Walnut  Street,  J'hiladelphia,  August  29,  1906. 
Mr.  Washington  B,  Thomas, 

Boston,  Mass. 

Dear  Mr.  Thomas:  If  you  remember,  I  wrote  you  fully,  November  30  and  Decem- 
ber 5,  1903,  relative  to  the  bad  financial  condition  of  the  Pennsylvania  Sugar  Refin- 
ing Co.,  of  Philadelphia  (the  promotion  of  "Adolph  Segal"),  and  stated  then  that 
Frank  K.  Hippie,  the  president  of  the  Real  Estate  Trust  Co.,  who  financed  said 
sugar  refining  company,  as  well  as  the  title  company,  was  in  a  very  bad  condition 
financially,  and  at  the  same  time  prophesied  that  it  would  not  be  long  before  the 
refinery  would  be  sold  by  sheriff  and  those  financing  same  go  by  the  board. 

Well,  the  bubble  bursted  yesterday,  as  you  doubtless  know,  and  at  the  clamor  of 
the  depositors  all  Segal's  securities  will  go  at  nominal  prices.  The  refinery,  which 
cost  12,500,000  to  build,  and  bonded  for  S3,000,000,  with  $5,000,000  stock,  won't 
bring  $1,000,000,  as  it  is  fast  falling  in  decay  from  neglect,  and  experts  say  it  is  not 
worth  half  what  it  cost  without  it  was  desirable  by  a  purchaser  to  put  same  in  imme- 
diate operation,  and  I  very  much  doubt  if  any  capitalist  in  Philadelphia  could  be 
interested  to  undertake  operating  same,  without  it  was  some  of  the  Jew  friends  of 
Adolph  Segal,  who  would  undertake  the  bluff  to  compel  your  company  to  buy. 

I  question  even  that,  for  the  reason  that  all  the  promotions  of  Segal  for  the  last  five 
years  have  proven  a  failure,  including  the  Majestic  Apartment  House,  Broad  and 
Giiard  Avenue,  a  most  palatial  apartment  house  in  Philadelphia. 

Now,  I  know  George  H.  Earle,  jr.,  the  receiver  of  the  Real  Estate  Trust  Co.,  very 
well,  and  have  known  him  from  boyhood,  and  while  I  do  not  imagine  the  American 
Sugar  Refining  Co.  would  consider  being  a  purchaser  of  the  Pennsylvania  Refinery, 
yet  if  in  the  wisdom  of  your  board  of  directors  they  think  proper  to  get  rid  of  a  menace, 
by  purchasing  and  foreclosing  the  bonds,  for  defaulting  interest,  if  your  company 
will  consider  my  services,  I  am  sure  my  acquaintance  with  "Earle"  and  my  close 
social  relations  with  other  financial  men,  I  could  get  possession  of  bonds  for  you,  at  a 
far  less  figure  than  you  or  your  company  could  do;  of  course,  they  not  kno^ving  I  was 
buying  for  the  American  Sugar  Refining  Co. 

I  send  you  by  this  mail  to-day's  North  American  of  Philadelphia;  there  is  possibly 
valuable  information  in  same  for  you. 

Ever  at  your  ser\'ice,  and  with  best  regards, 

I  am,  sincerely  yours,  David  S.  Stetson. 

Mr.  Fuller.  Mr.  Chairman,  these  are  all  the  letters  that  were 
ever  returned  to  Mr.  Thomas  by  Mr.  Stetson,  except  the  one  I  men- 
tioned, and  I  believe  they  are  all  the  letters  that  ever  passed  between 
them  with  relation  to  this  matter. 

The  Chairman.  With  the  exception  of  the  one  you  mention  ? 

Mr.  Fuller.  Yes,  sir;  with  the  exception  of  the  one  I  have 
mentioned. 

TESTIMONY  OF  MR.  CHARLES    C.  HARRISON— Continued. 

The  Chairman.  Mr.  Harrison,  just  at  the  time  we  adjourned  for 
the  noon  recess  you  had  told  us  about  the  sale  made  in  1892  to  the 
American  Sugar  Kefining  Co.  Is  that  a  picture  of  the  plant  as  it  was 
at  that  time  ?     [Exhibiting  photograph.] 

Mr.  Harrison.  This  is  a  photograph  of  a  part  of  the  plant,  but  it 
does  not  show  the  docks,  because  they  are  on  the  Delaware  River, 
nor  does  it  show  certain  features  on  the  south  side  there. 

The  Chairman.  At  the  time  you  sold  this  plant,  and  when  I  say 
"you,"  I  mean  yourself  and  your  business  associates,  to  the  American 
Sugar  Refining  Co.,  were  you  engaged  in  interstate  commerce  in  sugar  ? 

Mr.  Harrison.  Yes,  sir. 

The  Chairman.  And  in  competition  with  the  American  Sugar 
Refining  Co.  ? 

Mr.  Harrison.  Yes,  sir. 

The  Chairman.  They  also  being  engaged  in  the  same  business  ? 
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Mr.  Harrison.  Yes,  sir. 

The  Chairman.  Their  plants  or  refineries  being  located  at  what 
point  ? 

Mr.  Harrison.  I  do  not  know  where  all  of  the  plants  were  located; 
I  know  they  had  plants  in  New  York,  and  I  think  they  had  plants  in 
New  Orleans. 

The  Chairman.  You  think  they  had  plants  at  New  York,  New 
Orleans,  and  Boston? 

Mr.  Harrison.  I  do  not  know  as  to  that. 

The  Chairman.  Did  they  have  a  plant  in  Philadelphia  at  that 
time  ? 

Mr.  Harrison.  I  am  not  able  to  answer  that  question. 

The  Chairman.  So  far  as  you  know,  did  they  have  any  plant  in 
Philadelphia  at  that  time  ? 

Mr.  Harrison.  So  far  as  I  know — it  was  entirely  a  matter  of 
rumor  ? 

The  Chairman.  Well,  give  us  that? 

Mr.  Harrison.  I  can  only  give  it  as  a  rumor,  but  it  was  rumored 
at  that  time  that  they  had  an  interest — that  is,  a  stock  interest — in 
one  of  the  refineries. 

The  Chairman.  In  which  one  ? 

Mr.  Harrison.  In  the  Spreckels  Refinery,  I  think. 

The  Chairman.  In  the  Speckels  Refinery  ? 

Mr.  Harrison.  I  think  so. 

The  Chairman.  We  have  evidence  on  that  question. 

Mr.  Harrison.  The  rumor  was  that  they  were  interested  in  the 
Spreckels  Refinery. 

May  I  saj'  one  more  word:  When  you  asked  whether  we  were 
interested  in  interstate  commerce,  it  never  occurred  to  us  as  business 
men  or  as  individuals  that  we  had  not  the  right  to  sell  our  property 
to  anyone  that  we  wanted  to  sell  it  to,  but  later  on,  much  to  our 
surprise,  the  question  was  raised  in  the  same  year — that  is,  1892 — by 
the  United  States  Government. 

The  Chairman.  In  what  was  known  as  the  Knight  case  ? 

Mr.  Harrison.  When  the  complaint  was  filed  in  the  Knight  case, 
to  which  we  were  parties 

The  Chairman  (interposing).  In  which  you  were  parties  defend- 
ant? ^ 

Mr.  Harrison.  Yes,  sir.  I  was  present  on  both  of  those  hearings, 
but  I  was  not  present  at  the  hearing  before  the  Supreme  Court.  The 
judge  of  the  United  States  court  declared  or  decided  that  the  sale 
was  a  legal  sale,  but  the  case  was  appealed  to  the  United  States  Court 
of  Appeals,  and  that  court  decided  the  sale  to  be  an  illegal  sale.  The 
case  was  then  appealed  to  the  United  States  Supreme  Court,  and  was 
decided  by  that  court. 

The  Chairman.  Affirming  the  decision  of  the  circuit  court  ? 

Mr.  Harrison.  Yes,  sir.  We  did  not  know  that  there  was  a  risk 
of  our  violating  any  law  when  we  made  this  arrangement  to  sell  our 
factory. 

The  Chairman.  You  were  not  continuing  the  business,  but  selling 
out  and  getting  out  ? 

Mr.  Harrison.  Yes. 

The  Chairman.  And  they  were  acquiring  the  properties? 

^Ir.  Harrison.  They  were  acquiring  our  properties. 
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The  Chairman.  The  fact  is,  both  parties  to  this  trade  were  engaged 
m  interstate  commerce  ? 

Mr.  Harrison.  Yes.  We  sold  all  over  the  United  States,  wherever 
we  could  reach. 

The  Chairman.  And  you  reached  out  among  the  different  States 
and  Territories  of  the  United  States,  and  so  did  the  American  Sugar 
Refining  Co.  ?  ^ 

Mr.  Harrison.  Yes,  sir. 

The  Chairman.  At  that  time? 

Mr.  Harrison.  Yes,  sir.  That  is,  I  have  no  doubt  they  did.  We 
met  them  every  place  in  competition. 

The  Chairman.  You  were  in  competition  ? 

Mr.  Harrison.  We  met  them  every  place  in  competition. 

The  Chairman.  They  paid  you,  as  I  understand  it — and  when  I 
say  "you"  I  mean  you  and  your  associates — $10,000,000  in  stock  for 
this  factory  and  the  bone  black  ? 

Mr.  Harrison.  Yes,  sir. 

The  Chairman.  I  understood  you  to  say  you  had  1200,000 

Mr.  Harrison  (interrupting).  To  the  best  of  my  recollection, 
that  is. 

The  Chairman.  I  understand  that  is  your  estimate  of  about  that 
much  for  the  bone  black.  You  have  said  you  sold  them  the  factory 
and  equipment  and  appurtenances 

Mr.  Harrison  (interrupting).  One  thing  more,  Mr.  Chairman.  I 
think  the  trade-mark  we  had  was  a  matter  of  extraordinary  value  in- 
that  transaction.  It  has  never  been  given  up.  It  was  the  best- 
known  brand  and  the  most  sought-after  brand  in  the  United  States,, 
and  is  still  used. 

The  Chairman.  Leaving  out  the  trade-mark  question  and  the  bone 
black,  $200,000,  what  would  you  say,  giving  us  your  best  estimate, 
because  it  can  only  be  an  estimate  after  the  lapse  of  all  these  years,, 
and  yet  you  must  have  some  tolerably  accurate  knowledge  of  the  cir- 
cumstances about  the  physical  value  of  the  property  you  sold? 

Mr.  Harrison.  I  could  not  say. 

The  Chairman.  Can  you  approximate  it  ? 

Mr.  Harrison.  Mr.  Chairman,  I  do  not  believe  that  plant  which 
is  exhibited  here  in  this  photograph,  with  the  docks  and  with  its 
situation  in  all  regards,  could  be  duplicated 

The  Chairman  (interposing) .  Leaving  out  the  good  will  and  trade- 
mark? 

Mr.  Harrison.  Leaving  out  the  good  will  and  trade-mark,  it  could 
not  be  duplicated  for  less,  in  round  nuiiibers,  than  $5,000,000. 

The  Chairman.  $5,000,000  ? 

Mr.  Harrison.  That  would  be  my  judgment. 

The  Chairman.  You  mean  at  that  time? 

Mr.  Harrison.  At  that  time,  sir,  I  mean.  Now,  Mr.  Chairman,  I 
have  had  no  access  to  those  books  for  25  years,  and 

The  Chairman  (interposing) .  Let  me  see  if  I  can  not  get  over  that 
matter  with  you  a  little.  I  understood  you  to  say  at  an  early  period 
of  your  testimony — and  I  am  not  saying  this  for  the  purpose  of  trying 
to  discredit  you  in  anything  you  may  now  say,  but  merely  to  recall 
your  mind  back  to  it^that  when  you  capitalized  the  Franklin,  or 
when  you  chartered  the  Franklin  Sugar  Refining  Co.,  its  capitaliza- 
tion was  put  at  $5,000,000  ? 
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Mr.  Harrison.  Yes. 

The  Chairman.  And  that  $5,000,000  capitalization  represented  at 
least  $2,500,000  of  money  and  accounts  and  outside  resources  and 
the  property  then,  which  was  in  1887,  as  you  estimate,  was  worth 
$2,500,000 « 

Mr.  Harrison.  No;  I  beg  your  pardon 

The  Chairman  (interposing) .  That  is,  it  was  carried  that  way  on 
your  books  ? 

Mr.  Harrison.  Yes,  sir;  subject  to  correction  on  examination  of 
the  books. 

The  Chairman.  How  did  you  make  this  tremendous  change  from 
$2,500,000  to  $5,000,000  ?     I  ask  that  as  a  matter  of  information. 

Mr.  Harrison.  I  simply  say  this:  That  our  habit  was,  as  members 
of  a  family  having  defined  interests  in  this  business,  to  keep  our  plant 
upon  our  books  at  an  exceedingly  low  price — that  is,  if  we  had  a 
great  improvement  to  make  we  would  charge  it  off  to  profit  and  loss 
and  not  to  capital  account.  We  did  that  constantly.  That  is,  we 
beheved,  as  I  stated  before,  that  a  man  was  worth  what  he  could 
take  out  of  his  business  in  the  way  of  manufactures,  and  not  what 
was  represented  by  bricks  and  mortar  and  machinery.  And  there- 
fore I  say  that  now,  to  the  best  of  my  knowledge  and  belief,  although 
I  am  not  a  builder  and  did  not  build  refineries,  I  believe  that  plant 
could  not,  in  1892,  have  been  duplicated,  with  a  capacity  of 
2,200,000  pounds,  for  less  than  $5,000,000,  subject  to  correction. 

The  Chairman.  You  would  not  have  sold  -vsithout  a  considerable 
profit  at  that  time,  would  you  ? 

Mr.  Harrison.  I  have  already  stated  that  it  was  a  matter  of  grave 
deliberation  whether  we  would  sell. 

The  Chairman.  It  took  a  considerable  profit  to  tempt  you  to  sell 
nnder  those  circumstances,  did  it  not  ?  Your  business  was  satis- 
factory * 

Mr.  Harrison.  Our  business  was  satisfactory. 

The  Chairman.  That  was  the  only  business  jou  knew ? 

Mr.  Harrison.  That  was  the  only  business  1  knew. 

The  Chairman.  And  exceedingly  profitable  ? 

Mr.  Harrison.  At  times;  and  at  times  not. 

The  (Chairman.  On  the  whole  it  was  a  profitable  business? 

Mr.  Harrison.  On  the  whole,  yes,  sir. 

The  Chairman.  You  got  for  it  $10,000,000  in  stock? 

Mr.  Harrison.  We  got  $5,000,000  of  preferred  and  $5,000,000  of 
common. 

The  Chairman.  Which  is  $10,000,000. 

Mr.  Harrison.  Yes,  sir. 

The  Chairman.  Have  j^ou  gentlemen  got  that  stock  yet  ? 

Mr.  Harrison.  I  have  no  idea  what  my  brother  is  holding.  I  do 
not  know  anything  about  it. 

The  Chairman.  At  what  is  it  quoted  now,  Mr.  Harrison  ? 

Mr.  Harrison.  So  far  as  I  know,  somewhere  between  115  and  120. 

The  Chairman.  The  last  quotations  were  120,  were  they  not? 

Mr.  Harrison.  I  do  not  know,  sir. 

The  Chairman.  Somewhere  in  that  neighborhood,  at  any  rate? 

Mr.  Harrison.  I  think  so. 

The  Chairman.  Did  you  dispose  of  the  stock  that  you  got  out  of 
this  transaction  ? 
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Mr.  Harrison.  Part  of  it;  jes,  sir.  With  all  respect,  may  I  make 
a  suggestion  to  you,  sir? 

The  Chairman.  Yes;  I  will  be  very  glad  to  have  it. 

Mr.  Harrison.  Do  you  not  think  that  the  price  which  we  received 
for  our  refinery  and  the  bone  black,  the  estimated  cost  of  which  we 
stated  at  about  $4,000,000,  plus,  say,  $200,000  for  the  bone  black, 
was  worth  the  stock  of  the  American  Sugar  Refining  Co.,  which  we 
received  at  the  then  market  price,  which,  I  beheve,  was  about  80  ? 

The  Chairman.  No  doubt  you  are  right  about  that.  If  you  had 
turned  it  into  cash  then,  at  that  time,  that  is  what  you  would  have 
received  ? 

Mr.  Harrison.  Yes.  I  must  simply  ask  the  committee  to  refer 
to  quotations  of  that  date  for  further  confirmation. 

The  Chairman.  The  difficulty  is,  I  do  not  know  that  we  can  get 
the  quotations  that  far  back.     It  was  about  80,  you  say? 

Mr.  Harrison.  Yes. 

The  Chairman.  For  both  common  and  preferred  ? 

ilr.  Harrison.  I  think  it  was. 

The  Chairman.  That  is,  in  other  words,  this  stock  had  a  cash  value 
of  about  $8,000,000 « 

Mr.  Harrison.  Yes. 

The  Chairman.  From  that  day  to  this,  have  you  had  anything  to 
do  with  the  sugar  business  ? 

Mr.  Harrison.  Nothing  whatever. 

The  Chairman.  And  know  nothing  further  about  it  ? 

Mr.  Harrison.  I  have  already  explained  what  my  active  life  has 
been  until  a  few  months  ago.  So  I  may  not  be  considered  by  the  com- 
mittee as  an  idler,  I  would  like  to  say  I  continued  a  trustee  of  the 
university  and  take  great  interest  in  its  affairs. 

The  Chairman.  So  far  as  the  sugar  business  is  concerned,  except 
the  fact  that  you  are  a  moderate  stockholder,  you  have  had  nothing 
to  do  with  it  ? 

Mr.  Harrison.  I  may  say  I  have  heard  more  of  sugar  in  the  last 
three  days  than  I  have  heard  in  the  19  years  I  have  been  out  of  it. 

The  Chairman.  You  have  not  had  any  active  connection  with  the 
American  Sugar  Eefining  Co.  since? 

Mr.  Harrison.  None  whatever. 

The  Chairman.  They  have  not  consulted  you  about  their  business 
policies  ? 

Mr.  Harrison.  None  whatever. 

The  Chairman.  Or  their  methods  ? 

Mr.  Harrison.  None  whatever. 

The  Chairman.  Or  their  operations  ? 

Mr.  Harrison.  None  whatever. 

The  Chairman.  You  think  you  have  told  the  committee  about  all 
you  know  about  it  ? 

Mr.  Harrison    I  have  told  them  all  about  it 

The  Chairman  After  they  bought  your  Franklin  Refinery  Co. 
property,  did  they  operate  it  or  dismantle  it,  or  what  did  they  do 

with  it  ?  „      •         , 

Mr.  Harrison.  According  to  the  best  of  my  recollection,  they  oper- 
ated the  refinery  for  about  five  years. 
The  Chairman.  For  about  five  years  ? 
Mr.  Harrison.  I  think  so;  yes,  sir. 
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The  Chairman.  The  Franklin  ? 

Mr.  Harrison.  Yes,  sir. 

The  Chairman.  Did  they  consohdate  it  with  any  other  plant  ? 

Mr.  Harrison.  They  consolidated  it  with,  I  think,  the  E.  C.  Knight 
&  Co.  plant,  which  was  directly  to  the  north  of  our  plant. 

The  Chairman.  And  a  very  much  smaller  plant  1 

Mr.  Harrison.  A  very  much  smaller  plant. 

The  Chairman.  In  other  words,  they  consolidated  the  Knight 
plant  with  your  plant  ? 

Mr.  Harrison.  Yes. 

The  Chairman.  And  operated  it  for  how  long  ? 

Mr.  Harrison.  I  think  from  1892  until  1897. 

The  Chairman.  Until  1897 « 

Mr.  Harrison.  I  think  so. 

The  Chairman.  Since  1897  have  they  operated  this  refinery? 

Mr.  Harrison.  I  understand  not. 

The  Chairman.  Is  it  being  operated  now  ? 

Mr.  Harrison.  I  believe  not. 

The  Chairman.  Is  it  standing  there  idle  ? 

Mr.  Harrison.  It  is  standing  there  idle.     I  can  give  the  reason. 

The  Chairman.  All  right;  suppose  you  do. 

Mr.  Harrison.  Simply  this,  Mr.  Chairman,  for  the  information  of 
the  committee,  although  it  is  quite  outside  of  the  inquiry — that  the 
productive  capacity  of  the  farmers  of  the  Atlantic  coast  for  the  Frank- 
lin and  others  always  exceeded  the  ability  of  the  people  to  consume. 

The  Chairman.  Therefore  making  too  much  competition  and  too 
low  a  price  ? 

Mr.  Harrison.  They  could  not  run  the  Franklin  Kefinery  at  less 
than  1,000  tons  a  day  without  hurting  themselves. 

The  Chairman.  They  had  to  make  at  least  1,000  tons  a  day  to  run 
with  any  economy  ? 

Mr.  Harrison.  They  could  not  make  more  sugar  than  the  people 
could  eat. 

The  Chairman.  They  had  to  run  it  at  a  capacity  of  about  1,000 
tons  in  order  to  pay  expenses  ?     Is  that  what  you  said  1 

Mr.  Harrison.  No;  I  did  not  say  that,  or  did  not  intend  to  say 
that.  If  you  take  the  refineries  at  New  York  and  the  refineries  at 
Boston  and  the  refineries  of  Philadelphia,  they  could  not  work  them 
all  the  year  around  at  their  full  capacity,  because  the  people  could 
not  eat  the  output.  The  adoption  of  the  centrifugal  method  of  mak- 
ing sugar  enabled  them  to  make  the  same  amount  of  sugar  in  a  much 
less  amount  of  time. 

The  Chairman.  That  cheapened  the  price  of  manufacture  ? 

Mr.  Harrison.  Yes. 

The  Chairman.  But  expedited  it  1 

Mr.  Harrison.  Yes. 

The  Chairman.  And  if  they  had  all  been  operating,  it  would  be 
so  much  competition  that  it  would  bring  about  what  business  men 
call  overproduction,  and  it  would  have  affected  the  price  very  much, 
would  it  not  ? 

Mr.  Harrison.  They  would  have  ruined  themselves  by  doing  it. 

The  Chairman.  Too  much  competition? 

Mr.  Harrison.  More  sugar. 

The  Chairman.  Overproduction  ? 
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Mr.  Harrison.  Yes. 

The  Chairman.  And  resulting  competition? 

Mr.  Harrison.  Yes. 

The  Chairman.  And  therefore  they  shut  down  this  one  in  1897  ? 

Mr.  Harrison.  I  do  not  know  the  reason  they  shut  it  down,  except 
they  shut  this  one  down. 

The  Chairman.  That  is  the  reason  they  shut  this  one  down? 

Mr.  Harrison.  Yes ;  they  might  have  shut  one  down  in  New  York, 
you  understand. 

The  Chairman.  They  might  have  shut  some  one  of  them  down  ? 

Mr.  Harrison.  Yes. 

The  Chairman.  And  they  elected  to  shut  this  one  down  ? 

Mr.  Harrison.  Yes. 

The  Chairman.  Gentlemen,  I  think  that  is  all  the  examination  I 
care  to  make  of  this  witness. 

Mr.  Hinds.  I  have  one  or  two  questions,  Mr.  Chairman. 

The  Chairman.  You  may  proceed,  Mr.  Hinds. 

Mr.  Hinds.  Mr.  Harrison,  do  you  think  it  probable  that  you  could 
have  got  as  good  a  price  as  the  trust  paid  from  any  business  man  who 
would  have  proposed  to  run  your  factory  as  you  would  run  it,  inde- 
pendently ? 

Mr.  Harrison.  Mr.  Hinds,  I  will  answer  that  question  in  the  nega- 
tive ;  and  if  I  may  amplify  it,  I  will  simply  say  this,  that  when  the  ques- 
tion came  as  to  whether  we  should,  as  a  family,  go  out  of  business  or  re- 
main in  busiaess,  I  simply  said  to  my  brothers  and  to  my  brothers-in- 
law:  "We  have  worked  here  together  for  nearly  30  years  without  a 
death  in  our  family.  If  one  or  two  of  us  should  die,  we  do  not  want  to 
take  a  stranger  in,  and  it  would  be  a  very  difficult  thing  to  sell  a 
refinery  of  this  magnitude.  There  are  very  few  purchasers  for  places 
of  this  kiad,  and  we  have  to  consider  that  when  a  person  comes  for- 
ward who  wishes  to  buy;  we  have  to  consider  the  whole  question"; 
and  that  was  one  of  the  determining  questions,  my  health  being  bad 
at  that  time,  in  going  out  of  business. 

Mr.  Hinds.  The  question  I  am  going  to  ask  you  now  is  somewhat 
speculative,  and  yet  it  is  rather  interestiag.  We  have  a  witness  here 
who  has  both  an  extensive  business  experience  and  also  an  academic 
experience — that  is,  who  has  had  the  time  away  from  active  business 
for  reflection. 

Are  you  familiar  with  the  law  of  Massachusetts  which  governs  the 
construction  of  their  electric  railroads  or  other  railroads  ? 

Mr.  Harrison.  No ;  I  am  not. 

Mr.  Hinds.  Let  me  state  it  to  you  as  I  understand  it.  I  may  be 
wrong,  but  I  will  state  it  as  I  understand  it. 

I  understand  when  an  electric  railroad  is  projected  in  Massachu- 
setts the  projectors  carry  their  plans  and  estimates  to  a  commission. 
That  commission  decides  on  the  cost  of  the  proposed  enterprise  and 
then  determines  how  much  stock  and  how  much  bonds  may  be  issued 
on  it.  In  other  words,  they  strive  to  have  the  stocks  and  bonds 
represent  fairly  the  actual  cost  of  the  road. 

If  we  could  suppose  such  an  institution  existing  in  this  Government, 
which  had  charge  of  corporations  and  interstate  commerce  at  the  time 
you  sold  your  refinery,  so  that  they  would  have  passed  on  the  offer 
which  the  Sugar  Trust  made  to  you,  and  the  value  of  the  properties, 
do  you  imagine  it  would  have  been  possible  for  that  trust  to  have 
bought  it  ? 
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Mr.  Harrison.  Mr.  Hiiids,  I  think  in  the  affirinative,  for  this 
reason:  In  my  judgment  the  American  Sugar  Refining  Co.,  having 
been  organized  as  early  as  f  887,  and  having  in  1892  acquired  almost 
the  entire  sugar  production  of  the  Altantic  coast,  and  I  believe  of 
New  Orleans  also,  capitalized  itself,  in  my  belief,  at  a  far  lower  rate 
of  capitalization  than  has  been  the  case  with  corporations  which  have 
capitalized  to  do  so  enormous  a  business  since  that  time. 

Mr.  Hinds.  Since  that  time  ? 

Mr.  Harrison.  Yes. 

Mr.  Hinds.  Yes;  but  still  it  would  be  your  judgment,  would  it  not, 
that  the  capitalization  of  the  trust  when  it  started  out  anticipated 
the  busmess  growth  of  a  long  term  of  years  ? 

Mr.  Harrison.  They  never  consulted  me,  Mr.  Hinds,  but  the  con- 
sumption of  sugar  was  improving  every  year. 

Mr.  Hinds.  Would  you  not  say  fairly,  from  what  you  know  of  the 
general  trend  of  business,  that  in  this  specific  instance  they  capi- 
talized to  the  prospective  growth  of  15  years? 

Mr.  Harrison.  I  really  could  not  answer  that  question. 

Mr.  Hinds.  For  instance,  how  long  would  it  have  taken  for  your 
factory,  even  if  the  competition  had  been  less  than  it  was,  to  have 
advanced  to  a  place  where  it  would  have  been  worth  $8,000,000  ? 

Air.  Harrison.  The  only  answer  I  could  make  to  that  question 
at  this  distance  of  time  is  that  we  had  already  bought  very  large 
properties  to  the  south  of  this  property  for  the  purpose  of  immediate 
extension  of  our  refineries. 

Mr.  Hinds.  You  were  ready  to  extend,  but  you  can  not  give  any 
estimate  of  how  many  years  it  would  have  taken  you  to  have  grown 
up  to  $8,000,000? 

Mr.  Harrison.  No,  I  can  not. 

Mr.  Hinds.  I  was  trying  to  get  at  about  what  growth  the  trust 
anticipated. 

Mr.  Harrison.  The  reason  I  can  not  is  this:  Until  I  heard  the 
testimony  here  of  Mr.  Post — for  I  have  been  here,  as  you  know,  a 
number  of  days — I  did  not  know  what  the  world's  production  of 
sugar  was,  nor  did  I  know  what  the  present  annual  consumption  of 
sugar  in  the  United  States  is.  The  committee  will  kindly  under- 
stand the  thoughts  that  have  occupied  my  mind  for  18  years  now 
have  been  dominating  thoughts  which  have  really  ex:pelled  all  other 
thoughts  from  my  mind;  so  having  been  in  business  at  all  is  almost 
a  dream,  and  I  nave  stated  everything  to  the  committee  I  could, 
although  everything  I  have  stated — and  no  one  is  more  anxious  to 
leave  this  committee  with  the  respect  of  the  committee  than  I  am — 
is  subject  to  my  recollection  after  this  long  period  of  years. 

Mr.  Hinds.  Perhaps  I  am  wrong  in  asking  such  speculative  ques- 
tions. I  thought,  however,  from  your  long  business  experience  and 
from  the  time  you  have  had  for  reflection  on  the  economic  matters, 
possibly  you  might  give  us  some  hints  that  M^ould  guide  us  in  the 
puzzling  questions  we  have  before  us.  I  will  hazard  this  question  to 
you,  whether  you  will  not  give  us  an  opinion,  if  you  have  ever  thought 
of  it,  as  to  what  course  of  action  by  the  United  States  Government 
would  prevent  the  dominating  and  what  is  called  the  predatory 
activity  of  trusts  ? 

Mr.  Harrison.  To  my  mind,  Mr.  Hinds,  the  greatest  value  is  the 
value  of  pubhcity.  Allow  me  to  say,  sir — but  perhaps  I  am  talking 
too  much? 
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Mr.  Hinds.  That  is  just  what  we  want  to  hear. 

Mr.  Harrison.  All  the  facts  I  know,  Mr.  Hinds,  I  am  perfectly 
willing  to  give,  but  when  it  comes  to  opinions  and  speculation,  I 
hesitate. 

Mr.  Hinds.  As  I  understand  court  procedure,  opinions  are  per- 
missible on  examination  if  the  witness  is  an  expert  ? 

Mr.  Harrison.  I  am  afraid  I  have  already  trespassed.  I  am  per- 
fectly willing  to  give  the  committee  every  item  of  fact.  When  it 
comes  to  questions  of  opinion  and  speculation,  I  do  not  believe  my 
judgment  is  worth  anything. 

Mr.  Hinds.  As  we  did  not  take  the  pains  to  quahfy  you  as  an 
expert,  perhaps  I  should  not  press  this  matter.  I  have  a  few  more 
questions  of  fact,  however. 

You  stayed  in  business  some  time  after  the  trust  was  formed 

Mr.  Harrison.  No,  sir;  I  did  not. 

Mr.  Hinds.  After  the  trust  was  formed  ? 

Mr.  Harrison.  Oh,  yes;  we  stayed  in  business  after  that.  The 
trust  was  formed  in  1887,  and  we  sold  out  in  March,  1892. 

Mr.  Hinds.  That  is  five  years  ? 

Mr.  Harrison.  Yes,  sir. 

]^Ir.  Hinds.  For  five  years  you  were  operating  in  the  same  field 
with  the  trust  ? 

Mr.  Harrison.  Yes,  sir;  as  their  most  active  competitors. 

Mr.  Hinds.  Before  that  you  had  been  the  competitor  of  a,ll  their 
sugar  manufactures  ? 

Mr.  Harrison.  Yes,  sir;  from  1863  until  1887. 

Mr.  Hinds.  Did  you  notice  during  that  period  of  five  years  any 
difference  in  the  nature  of  the  competition  you  had  to  meet,  as  com- 
pared with  years  before  the  trust  was  formed  ? 

Mr.  Harrison.  Undoubtedly;  yes,  sir. 

Mr.  Hinds.  Was  it  more  or  less  severe  ? 

Mr.  Harrison.  It  was  less  severe.  It  was  less  severe  until,  to  the 
best  of  my  recollection,  the  year  1890  and  the  year  1891.  I  think  in 
the  years  1887,  1888,  and  1889  there  was  less  competition. 

Mr.  Hinds.  Less  competition? 

Mr.  Harrison.  Yes. 

Mr.  Hinds.  And  it  grew  more  severe  in  1890  and  1891  ? 

Mr.  Harrison.  Yes. 

Mr.  Hinds.  Do  you  know  whether  that  severity  was  all  over  the 
country,  or  was  it  just  in  the  field  around  Philadelphia,  or  in  the  field 
in  which  you  sold  your  goods  ? 

Mr.  Harrison.  We  sold  our  sugars  from  the  Missouri  River  points 
all  the  way  to  the  East,  but  not  much  in  New  England.  We  could 
not  get  to  New  England. 

Mr.  Hinds.  And  you  were  conscious  of  severe  competition  in  1890, 
1891,  and  1892? 

Mr.  Harrison.   1890  and  1891,  because  we  sold  out  early  in  1892. 

Mr.  Hinds.  What  form  did  that  competition  seem  to  take  ? 

Mr.  Harrison.  The  competition  which  sprang  up  in  1890  and  1891 

§rew  out  of  the  erection  of  a  new  refinery  in  Philadelphia  by  Mr. 
preckels. 

Mr.  Hinds.  That  is,  that  was  an  incident  of  the  private  war  that 
he  had  with  the  Sugar  Trust  ? 

Mr.  Harrison.  I  do  not  know  what  it  was. 
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Ml-.  Hinds.  I  infer  that  from  the  testimony  we  have  had. 

Mr.  Harrison.  I  did  not  hear  the  testimony.  I  am  simply  stating 
the  facts. 

Mr.  Hinds.  So  that  competition  was  not  the  effort  of  the  trust 
against  you,  you  tliink  ? 

Mr.  Harrison.  If  I  may,  I  will  put  it  in  another  way. 

Mr.  Hinds.  Yes. 

Mr.  Harrison.  In  order  to  answer  your  question? 

Mr.  Hinds.  Yes. 

Mr.  Harrison.  I  have  already  stated  to  a  member  of  the  commit- 
tee a  fact  which  I  am  willing  to  state  now  again — that  as  a  firm  our 
house  was  remarkably  constituted  in  this  respect;  that  we  had 
received,  from  going  into  the  business,  a  10  years'  training  from  our 
father,  who  preceded  us,  who,  as  he  was  one  of  the  best,  so  he  was  one 
of  the  ablest  of  men,  and  he  had  trained  us  all  in  certain  positions, 
and  we  five,  my  brothers  and  my  brothers-in-law,  each  had  his  special 
function  in  the  business.  We  all  understood  each  other's  purposes 
and  we  cooperated  with  each  other.  We  worked  together  as  a  team. 
That  was  one  of  the  reasons  why  it  was  so  hard  for  me  to  decide  to  go 
out  of  business  and  give  up  a  family  inheritance.  When  the  question 
came  up,  I,  being  the  oldest  son,  many  of  these  questions  came  to  me 
for  decision,  my  brothers  having  some  confidence  in  me,  and  I  told 
them,  as  I  cleared  my  own  mind,  that  for  the  time  being  at  least  we 
had  nothing  to  fear  from  the  competition  of  the  trust,  or  the  Ameri- 
can Sugar  Kefining  Co. — we  only  knew  it  as  that — or  the  American 
Sugar  Refineries  Co.,  or  whatever  its  name  might  be. 

Mr.  Hinds.  In  other  words,  you  thought  you  could  hold  your  own? 

Mr.  Harrison.  We  felt  we  could  hold  our  own  in  competition  with 
any  organization  which  would  spring  up. 

Mr.  Hinds.  Were  you  conscious  at  that  time  that  railroad  lebates 
were  an  essential  element  in  competition  ? 

Mr.  Harrison.  Mr.  Hinds,  going  back  20  or  35  years,  there  was  no 
such  thing  as  a  one-price  system.  We  always  bought  our  transpor- 
tation rates  as  we  bought  anything  else. 

Mr.  Hinds.  Was  it  true  that,  your  brotherhood  being  long  estab- 
lished in  Philadelphia,  and  Philadelphia  being  the  seat  of  manage- 
ment of  the  Pennsylvania  Railroad,  you  were  exceedingly  favorably 
situated  to  get  fair  play,  even  as  against  as  powerful  competitors  as 
the  trust? 

Mr.  Harrison.  Mr.  Hinds,  I  notice  in  the  newspapers — and  you 
will  correct  me  if  I  misquote — that  a  statement  was  made  that  Mr. 
Havemeyer  had  made  the  arrangements  with  the  Pennsylvania  Rail- 
road for  the  traffic  agreement  of  the  Franklin  Sugar  Refining  Co. 
Am  I  right  ? 

Mr.  Hinds.  That  statement  was  made,  I  think;  yes. 

Mr.  Harrison.  I  think  it  was  Mr.  Palmer's  testimony.  I  would 
like  to  correct  that  testimony.  Mr.  Palmer  is  mistaken.  Mr.  Have- 
meyer never  made  any  arrangement  with  the  Pennsylvania  Railroad 
Co.  Mr.  Theodore  A.  Havemeyer  never  made  any  arrangement 
with  the  Pennsylvania  Railroad.  To  the  best  of  my  knowledge  and 
belief  he  never  saw  any  of  them;  but  I  myself  made  every  trafiic 
agreement  with  the  Pennsylvania  Raikoad  Co.  from  the  time  of 
Mr.  Thomas  A.  Scott  until  we  went  out  of  business. 
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Mr.  Hinds.  And  your  position  was  such  in  Philadelphia  that  you 
■did  not  fear  that  any  power  or  any  competitor  whatever  would  get 
an  undue  advantage  of  you  with  the  Pennsylvania  Railroad  Co.  ? 

Mr.  Harrison.  We  did  not  know  what  arrangement  other  people 
had.  We  did  the  very  best  we  could.  We  located  ourselves  on  the 
tracks  of  the  Pennsylvania  Railroad.  Their  cars  came  right  up  to 
our  refinery.  We  did  our  own  loading;  we  saved  hauhng  and  saved 
cartage.  What  arrangement  other  people  had  we  had  no  knowledge 
of.  If  I  may  express  it,  we  simply  minded  our  own  business  and 
did  the  very  best  we  could. 

Mr.  Hinds.  Do  you  think,  as  a  result  of  the  bujdng  out  of  your 
company  by  the  American  Refining  Co.,  that  any  economies  of  ad- 
ministration resulted  ? 

Mr.  Harrison.  I  have  no  doubt  of  it. 
Mr.  Hinds.  You  think  thej'  did  so  % 
Mr.  Harrison.  Yes,  sir. 
Mr.  Hinds.  In  what  wa)- would  they  result  ? 

Mr.  Harrison.  Just   as  in  two   or   three  instances  I  might  cite. 
Eor  instance,    the   consohdation   of   the  Knight  refinery   with  the 
Tranklin  lefinery,  as  I  first  stated.     That  immediately  threw  out  all 
the  administrative  expenses,  for  example,  of  the  Knight  sugarhouse. 
Mr.  Hinds.  But  if  the  trust  had  been  out  of  the  way,  if  the  New 
York  influence  had  been  out  of  the  way,  might  not  your  refinery  and 
the  Knight  refinery  have  consolidated  in  Philadelphia? 
Mr.  Harrison.  No;  that  never  would  have  been  so. 
Mr.  Hinds.  Why  might  you  not  have  done  that  % 
Mr.  Harrison.  I  suppose  I  can  best  answer  that  by  saying  that  we 
were  brought  up  under  what  was  known  as  a  doctrine  which  I  do  not 
agree  with  now;  but  it  was  the  old  doctrine  that  "Competition  is  the 
life  of  trade." 
Mr.  Hinds.  That  is,  you  had  certain  ideas  of  the  past  \ 
Mr.  Harrison.  Yes. 

Mr.  Hinds.  But  supposing  you  ought  to  have  had  those  ideas,  it 
those  two  factories  could  have  combined  would  they  not  have  been 
economically  and  efiiciently  units  of  sugar  production  without  the 
New  York  connection,  or  as  much  so  as  they  were  with  it  ? 
Mr.  Harrison.  Will  you  repeat  the  question « 
Mr  Hinds.  Supposing  those  two  factories  had  combined;  would 
not  that  combination  have  resulted  in  as  efficient  a  unit  of  sugar 
production,  economically,  as  it  was  combined  with  the  New  York 

connection?  ,  ,-       •     ^i  i- 

Mr  Harrison.  I  should  answer  that  question  in  the  negative,  on 
account  of  the  smallness  of  production  of  the  E.  C.  Knight  Co. 

Mr.  Hinds.  But,  combined  with  your  company,  the  two  compames 
would  have  made  a  larger  production? 

Mr.  Harrison.  I  think  Mr.  Knight's  production  was  not  over  800 
barrels  a  day  throughout  the  year. 

Mr.  Hinds.  Yours  was  a  very  large  company  and  very  efiiciently 

"^Mr^HAREisoN.  We  averaged  about  6,000  barrels  a  day,  or  we  had 

*  Mr^^5iNDr  What  I  am  trying  to  get  at  is  whether  the  combination 
of  that  factory,  supplying  its  own  field,  with  factories  m  New  York 
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and  factories  in  New  Orleans  and  factories  in  San  Francisco  neces- 
sarily introduced  into  the  sugar  business  any  economic  efficiency  ? 

Mr.  Harrison.  I  think  it  does.  I  will  give  you  an  instance:  Dr. 
Hooker,  whose  name  has  been  mentioned  here,  was  the  chemist  in  our 
refinery  and  one  of  the  most  able  ones.  He  is  able  to  be  a  chemist 
for  20  refineries.  He  is  able  to  be  the  directing  chemist  in  all  the 
refineries. 

Mr.  Hinds.  Of  all  these  refineries  ? 

Mr.  Harrison.  Yes. 

Mr.  Hinds.  In  other  words,  there  is  a  certain  advantage  in  giving 
greater  radius  of  action  to  expert  employees  ? 

Mr.  Harrison.  I  bought  all  the  raw  material  for  our  refinery  and 
took  general  cognizance  of  its  affairs.  I  could  have  done,  under  health 
conditions,  twice  as  much. 

Mr.  Hinds.  Then,  to  return  a  little  to  the  other  line  of  inquiry, 
when  you  sold  out  to  the  trust  you  were  not  under  the  duress  of  any 
apprehension  lest  their  militant  power  might  force  you  from  the  field  ? 

Mr.  Harrison.  Not  the  slightest. 

Mr.  Hinds.  I  think  that  is  all  the  questions  I  have  to  ask,  Mr. 
Chairman. 

The  Chairman.  Before  you  begin  your  examination.  Judge  Raker, 
will  you  let  me  question  Mr.  Harrison  a  moment  ? 

Mr.  Raker.  Cfertainly,  Mr.  Chairman. 

The  Chairman.  It  is  very  interesting,  because  this  is  very  impor- 
tant testimony,  to  see  what  Mr.  Palmer  has  said  in  this  connection,  to 
which  you  referred,  and  I  want  to  read  it  to  see  exactly  wherein  you 
say  it  is  a  mistake. 

This  was  in  1891  that  he  was  talking  about: 

The  railroads  would  be  in  a  fight  now  and  then,  and  without  any  effort  from  me 
rates  would  go  down  in  a  certain  direction.    When  they  did,  I  got  the  benefit  of  them. 

He  was  the  Havemeyer  traffic  man  in  New  York. 

Havemeyer  and  Elder  received,  and  all  the  Brooklyn  sugar  refiners  received,  from 
an  earlier  date  than  that,  a  cartage  charge  of  2  cents  a  hundred  pounds,  occasioned  by 
the  fact  that  Mr.  Theodore  Havemeyer,  against  the  wish  of  his  father,  and  against  the 
wish  of  his  brother  H.  O.,  went  over  to  Philadelphia  and  joined  in  the  house  of  Har- 
rison, Havemeyer  &  Co.,  aa  it  then  was. 

That  was  your  concern? 
Mr.  Harrison.  Yes. 
The  Chairman  (reading) : 

He  made  no  investment  of  money,  while  I  had  invested  in  Brooklyn  about  three 
and  a  half  million  dollars  in  the  railroad  business.  He  performed  no  service,  and  the 
Pennsylvania  road  were  paying  him  the  same  lighterage  charge  that  they  were  paying 
to  me  for  lighterage,  and  the  labor  of  the  loading  of  those  cars.  Mr.  H.  0.  Havemeyer 
came  to  me  one  day  to  show  me  that  something  was  wrong  with  the  situation,  and 
showed  me  the  price  at  which  sugar  was  selling  in  Chicago,  and  1  saw  at  once  that 
there  was  a  leak  somewhere;  and  1  found  where  it  was.  That  finally  resulted  in  his 
driving  his  brother,  Mr.  T.  A.  Havemeyer,  out  of  the  firm  of  Harrison,  Havemeyer  & 
Co.,  prior  to  the  formation  of  the  Sugar  Refineries  Co.  in  1887.  Mr.  Depew  is  the  only 
man  living  that  could  verify  this  to-day— Senator  Depew.  I  went  to  Mr.  Depew, 
who  was  then  president  of  the  New  York  Central,  and  John  King,  who  was  at  the 
time  president  of  the  Erie  Railroad.  My  information  was  private.  I  could  not  prove 
it.  But,  in  that  early  day,  they  were  settling — making  rates  by  so-called  gentlemen's 
agreements,  which  they  would  make  to-dav  and  establish  a  rate  and  go  out  and  break 
to-morrow.  1  suggested  to  Mr.  King  that  'if  he  would  accuse  Mr.  Roberts,  the  presi- 
dent of  the  Pennsylvania  road,  of  this  fact,  that  possibly  Roberts  would  own  up. 
He  did  accuse  him,  and  Mr.  Roberts  owned  up.  He  acknowledged  that  he  wag  paying 
it.    He  says,  "You  are  paying  it  to  Palmer." 
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Mr.  Harrison.  Who  was  paying  it  to  Palmer  ? 
Ihe  Chairman.  Ihe  New  York  railroads  were  allowing  this  same 
allowance  to  Palmer.     [Continues  reading:] 

"Yes,"  Mr.  King  said,  "but  Mr.  Palmer  has  an  investment.  He  performs  a  serv- 
ice."_  I  had  9  locomotives;  I  had  14  railroad  floats;  I  had  6  blocks  of  ground,  devoted 
to  this  express  purpose,  and  3  towboats  that  I  owned,  and  1  or  2  chartered,  while 
Mr.  Theodore  Havemeyer  had  not  invested  a  dollar.  He  was  compelling  the  Penn- 
sylvania road  to  put  the  cars  into  the  Franklin  refinery  and  load  them  and  then  pay 
him,  in  addition,  that  4^  cents  per  100  pounds.  The  rate  on  sugar  to  Chicago  is  only 
25  cente.  The  differential  on  sixth  class  from  Chicago  is  2  cents.  Four  and  one-fifth 
plus  2  is  6^,  or  over  25  per  cent  of  the  rate  to  Chicago.  It  would  have  driven  every 
New  York  refinery  out  of  business. 

He  says  again: 

They  tried  to  get  Mr.  Roberts  to  abate  this  charge.  He  said  he  would  be  ostracized 
socially  if  he  did  abate  it,  and  that  they  might  just  as  well  understand  now  as  any  time 
that  the  whole  treasury  of  the  Pennsylvania  road  was  back  of  that  Philadelphia  refin- 
ery; and  he  declined  to  abate  it.  That  was  the  origin-of  the  2-cent  cartage  charge, 
which  was  paid  up  to  the  time  that  the  Elkins  bill  became  a  law,  the  19th  of  Febru- 
ary, 1903. 

You  say  that  is  not  a  correct  statement  of  the  facts  ? 

Mr.  Harrison.  This  is  the  first  time  I  ever  heard  that,  and  of  course 
I  never  was  present  at  any  conference.  All  I  say  now  in  answer  to 
that  is  that  to  the  best  of  my  knowledge  and  belief  Mr.  Theodore  A. 
Havemeyer  never  saw  an  official  of  the  Pennsylvania  Railroad  Co.  or 
knew  what  our  traffic  arrangements  were,  or  ever  had  anything  to  do 
with  any  part  of  the  business  of  the  Franklin  Co.,  but  that  I  myself 
made  every  traffic  agreement. 

The  Chairman.  Did  jj^ou  have  that  agreement  that  he  speaks  of? 

Mr.  Harrison.  I  am^  not  able  to  say.  I  will  say  this:  I  had  to 
protect  the  Franklin  Sugar  Refining  Co.  in  its  traffic  arrangements, 
just  as  I  had  to  do  in  the  purchase  of  raw  sugar. 

The  Chairman.  You  were  in  charge  of  that  branch  of  the  business  ? 

Mr.  Harrison.  That  was  part  of  my  business,  and  I  would  go  first 
to  the  preident  of  the  company  and  the  successive  presidents;  first  to 
Mr.  Scott,  and  then  Mr.  Scott  was  succeeded  by  Mr.  Roberts;  and  I 
went  to  Mr.  Cassatt,  when  he  was  general  manager,  and  Mr.  Frank 
Thompson,  who  was  the  last  president  of  the  Pennsylvania  under  my 
term  of  service  with  the  Franklin  Sugar  Refining  Co.  I  explained  the 
whole  business  of  our  company  to  them,  its  extent,  what  we  desired,, 
if  possible,  to  do ;  and,  as  I  said,  we  bought  our  transportation  rates, 
after  reference  by  the  president  to  the  general  freight  traffic  manager 

of  the  road ,     .     ■•    . 

The  Chairman  (interrupting).  Let  me  see  if  I  can  not  get  at  what 
I  have  in  mind:  Can  you  refresh  your  memory  so  you  can  let  us 
know  whether  or  not  you  did  not  complain  to  this  president  of  the 
Pennsylvania  Railroad  that  these  New  York  people  were  getting  a 
lighterage  allowance  like  this,  and  if  you  were  going  to  stay  in  com- 
petition, you  had  to  have  it  also  ? 

Mr.  Ha-RRISON.  I  never  did,  sir. 

The  Chairman.  You  never  did  ? 

Mr.  Harrison.  No,  sir. 

The  Chairman.  Did  you  get  that  ?        ^_  ,     „      n  ,,        ,, 

Mr    Harrison   We  got   allowances,   but   all  of  the   allowances 


were 


The  Chairman  (interrupting).  You  did  get  an  allowance? 
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Mr.  Harrison.  We  always  got  them. 

The  Chairman.  Of  that  kind  ? 

Mr.  Harrison.  We  always  got  certain  allowance,  but  what  they 
were,  I  am  unable  to  state. 

The  Chairman.  I  have  just  referred  to  Mr.  Palmer's  description  of 
what  this  allowance  was  for  cartage.     Is  that  substantially  correct? 

Mr.  Harrison.  I  am  unable  to  say,  but  I  think  that  the — I  will 
put  it  this  way:  I  think  Mr.  Roberts  said  at  the  time  that  he  would 
protect  our  sugar  refining  company  against  any  combination  of  New 
York  refiners  in  freight  traffic. 

Mr.  Hinds.  May  I  ask  a  question  there  ? 

The  Chairman.  Certainly. 

Mr.  Hinds.  That  assurance,  you  say,  came  from  the  president  of 
the  Pennsylvania,  that  he  would  protect  your  refinery  against  all 
railroad  interference  by  New  York  refiners  ? 

Mr.  Harrison.  Yes,  sir. 

Mr.  Hinds.  Was  or  was  not  that  a  great  reassurance  to  you  in 
your  determination  that  you  did  not  need  to  sell  to  the  trust  ? 

Mr.  Harrison.  Mr.  Hinds,  it  meant  this:  We  underwent  a  great 
calamity  in  1881.  Our  refineries  were  burned  to  the  ground,  and  the 
work  of  20  years  was  obliterated.  The  time  of  fireproof  buUding  had 
not  then  begun.  We  rebuilt  all  our  buildings,  however,  and  built 
them  fireproof.  Unless  we  had  had  assurance  from  the  railroad  com- 
panies that  we  would  be  protected  in  our  freight  rates  against  New 
York,  we  would  have  gone  to  New  York  and  built  our  refineries  there, 
for  the  reason  that  that  was  the  great  raw-sugar  market. 

Mr.  Hinds.  So  that  you  were  not  particularly  the  recipients  of 
favor  from  the  Pennsylvania  Railroad  ? 

Mr.  Harrison.  Not  the  slightest ;  no,  sir. 

Mr.  Hinds.  At  that  time  was  it  the  regular  accepted  custom,  estab- 
lished in  practice  and  approved  in  sentiment,  that  a  large  shipper 
should  have  freight  concessions  over  small  ones  ? 

Mr.  Harrison.  Mr.  Hinds,  I  don't  think  there  was  any  shipper — 
our  wholesale  grocers  were  the  only  ones  whom  I  knew  in  Chicago  or 
Cincinnati — ^wno  did  not  have  their  freight  contracts  with  the  various 
railroads. 

Mr.  Hinds.  Have  you  any  means  of  knowing  whether  the  usual 
rule  of  commercial  life,  that  the  large  purchaser  would  get  discounts, 
prevailed  as  to  freights  also  ? 

Mr.  Harrison.  At  that  time  the  man  who  would  give  a  railroad 
company  a  trainload  of  sugar  every  day  in  the  year  undoubtedly  had 
a  preference  over  a  man  who  shipped  occasionally. 

Mr.  Hinds.  In  your  judgment,  was  that  condition  a  powerful  ele- 
ment in  the  minds  of  men  who  could  get  together  to  form  a  great 
industrial  combination  like  the  Sugar  Trust  ? 

Mr.  Harrison.  I  do  not  think  it  was. 

Mr.  Hinds.  Do  you  not  know  that  is  one  of  the  conditions  that 
they  would  have  balanced  up  ? 

Mr.  Harrison.  No  ;  I  think  not. 

Mr.  Hinds.  You  think  not  ? 

Mr.  Harrison,  No  ;  I  think  not. 

Mr.  Hinds.  You  think  that  if  the  present  rule  of  uniform  rates  had 
prevailed,  they  would  still  have  gone  ahead  ? 
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Mr.  Harrison.  I  think  they  would  still  have  gone  ahead.  I  think 
the  withdrawal  of  all  competition  from  the  purchase  of  raw  material 
was  a  far  greater  element  of  value  than  any  question  of  rates  of  trans- 
portation. Instead  of  having  a  dozen  persons  to  compete  for  one 
or  two  carloads  of  sugar,  they  would  have  only  one  or  two  buyers  for 
it.     That  was  a  far  greater  question  than  the  one  of  transportation. 

Mr.  Hinds.  That  is  a  new  reason,  which  I  think  we  have  not 
thought  of,  in  the  incitement  of  a  combination.  What  was  the 
tendency  of  that  ?     How  did  it  work  out  in  actual  practice  ? 

Mr.  Harrison.  It  tended  to  lower  the  price  of  raw  material. 

Mr.  Hinds.  Did  that  work  out  to  give  a  lower  price  to  the  con- 
sumer ? 

Mr.  Harrison.  Yes,  sir. 

Mr.  Hinds.  Theoretically  that  would  work  out  so;  from  your 
experience  you  say  it  did  actually  ? 

Mr.  Harrison.  I  have  no  doubt  it  did.  I  think  the  refiner  took 
part  of  it,  but  I  think  the  consumer  had  also  a  part  of  it. 

Mr.  Hinds.  Who  is  the  man  who  is  the  worse  off  because  of  that? 

Mr.  Harrison.  The  foreign  grower. 

Mr.  Hinds.  Not  some  middleman  who  stood  between  the  foreign 
grower  and  the  refiner  ? 

Mr.  Harrison.  The  middleman  went  out  altogether  about  the 
time  we  retired — about  1882  or  1883,  I  mean. 

Mr.  Hinds.  He  did? 

Mr.  Harrison.  Yes,  sir. 

Mr.  Hinds.  The  middleman  who  stood ■ 

Mr.  Harrison.  The  middleman  disappeared  from  the  sugar 
refining  business  about  twenty  years  after  we  entered  it. 

Mr.  Hinds.  It  was  the  middleman  who  stood  between  the  refinery 
and  the  foreign  producer  of  the  raw  material  ? 

Mr.  Harrison.  The  foreign  producer  of  the  raw  material  was  in 
Cuba,  or  let  us  say  he  would  consign  to  the  middleman,  and  he  would 
charge  his  commissions  on  that  sugar;  just  as  the  middleman  would 
have  disappeared  in  every  direction,  he  disappeared  from  the  sugar 
refining  business  about  seven  years  before  we  went  out  of  business. 

Mr.  Hinds.  That  middleman  who  stood  between  the  foreign  pro- 
ducer and  the  refiner  ? 

Mr.  Harrison.  Yes.  There  was  a  well-known  firm  of  Samuel  & 
William  Welch,  of  Philadelphia.  They  were  obliged  to  go  out  of  bus- 
iness entirely  on  account  of  the  stoppage  of  shipments  to  them  from 
Cuban  friends. 

Mr.  Hinds.  Do  you  think  that  the  opportunity  to  bring  the  foreign 
producer  under  discipline  was  an  essential  element  in  the  minds  of 
those  who  established  the  trust  ? 

Mr.  Harrison.  I  am  not  able  to  answer  that  question,  except  as  a 
matter  of  opinion. 

Mr.  Hinds.  Would  you  think  as  a  matter  of  opinion — and  I  ask 
this  question,  though  perhaps  I  am  venturing  on  ground  you  have 
already  been  a  little  suspicious  of— would  you  think  that  any  regula- 
tion that  prevented  the  issuance  of  stock  in  anticipation  of  business 
growth  would  have  entered  into  the  minds  of  those  who  might  have 
contem-plated  the  formation  of  another  such  trust  as  the  Sugar  Trust? 

Mr.  Harrison.  I  would,  sir. 

Mr.  Hinds.  You  would? 
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Mr.  Hakkison.  Yes,  sir. 

Mr.  Hinds.  You  would  think  that  would  be  a  great  and  essential 
element  ? 

Mr.  Harrison.  I  think  that  would  be  a  restraining  element ;  yes. 

Mr.  Hinds.  So  it  comes  to  this,  does  it  not,  that  the  trusts  are  the 
ehildren  of  lax  corporation  laws  ? 

Mr.  Harrison.  I  would  hardly  say  that,  sir.  My  thought  is  a 
little  different  on  that  question,  but  I  do  not  want  to  volunteer 
anything  further.     I  have  volunteered  too  much. 

Mr.  Hinds.  I  realize  that  is  a  speculative  question. 

Mr.  Harrison.  I  have  no  objection,  but  I  feel  I  have  volunteered 
too  much  already.     I  am  perfectly  ready  to  answer. 

The  Chairman.  There  is  no  impropriety  in  giving  your  opinion. 
We  are  not  held  down  here  by  any  strict  rules  of  evidence. 

Mr.  Harrison.  The  feeling  I  have  always  had  is  this:  I  have  felt 
that  the  unlimited  and  fierce  competition  which  existed  for  so  many 
years  in  this  country  under  the  economic  maxim,  if  you  may  call  it 
that,  that  "Competition  is  the  life  of  trade,"  was  the  primary  reason 
for  the  change  from  competition  to  combination,  when  it  got  into 
the  minds  of  people  that  where  combination  was  possible  competi- 
tion was  impossible.  I  think  myself  that  the  combination  which 
has  taken  place  in  recent  years  has  been  the  natural  result  of  the 
extraordinary  competition  which  existed  for  so  many  years  and 
which  ruined  so  many  people. 

The  Chairman.  Excessive  competition,  in  your  judgment,  has 
begotten  combination? 

Mr.  Harrison.  That  is  my  thought. 

Mr.  Hinds.  Do  you  think  it  would  have  had  the  power  to  beget 
this  combination  had  it  not  been  for  the  lax  corporation  laws?  In 
other  words,  Mr.  Atkins,  I  tliink,  said — well,  I  will  not  say  that.  I 
had  the. impression  from  the  testimony  here  that  most  of  those  who 
have  been  examined  thought  they  would  not  have  gone  into  the  trust 
if  relief  from  competition  had  been  the  only  inducement. 

Mr.  Harrison.  I  never  heard  any  reason  why  anyone  else  went 
into  the  trust. 

Mr.  Hinds.  You  yourself  had,  in  your  family  councils  come  to  the 
conclusion  that  you  could  withstand  all  comers  in  competition? 

Mr.  Harrison.  We  so  thought,  and  I  will  volunteer  this :  I  would 
not  do  it  again  to-day  if  I  had  to  do  it  over  again. 

Ihe  Chairman.  You  would  not  do  what  ? 

Mr.  Harrison.  I  would  not  sell  out  to  the  American  Sugar  Refin- 
ing Co.  to-day,  if  I  had  it  to  do  over  again. 

The  Chairman.  Why  not?     Would  you  mind  saying  why  not? 
_  Mr.  Harrison.  I  want  to  say  that  with  very  great  respect  and  affec- 
tion which  I  have  for  the  17  years  of  my  service  in  the  University  of 
Pennsylvania.     I  want  you  to  fully  understand  that. 

The  Chairman.  Would  you  mind  telling  us  why,  then,  you  say  if 
you  had  it  to  do  over  again  you  would  not  do  it  ? 

Mr.  Harrison.  Because  we  inherited  tliis  business  in  1863  from 
the  10  years'  work  of  our  father,  who  preceded  us  and  gave  that  to  us 
as  a  family  inheritance,  and  we  all  have  sons  who  will  have  to  replace 
it  now  in  otlier  investments,  and  we  sold  out,  or  I.  sold  out,  my  family 
inheritance,  and  since  I  have  liad  the  time  to  think  it  over 

Ihe  Chairman  (interposing).  You  would  have  kept  it? 
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Mr.  Harrison.  I  can  not  do  for  my  sons  what  my  father  did  for 
me,  and  if  I  had  it  to  do  over  again  I  would  not  do  it. 

The  Chairman.  For  personal  reasons  ? 

Mr.  Harrison.  Absolutely  personal. 

The  Chairman.  Are  there  any  other  questions,  gentlemen  ? 

Mr.  Raker.  Mr.  Harrison,  at  the  time  you  sold  the  plant  you  had 
it  at  its  most  efficient  capacity,  did  you  not  ? 

Mr.  Harrison.  We  had  it  at  a  most  efficient  capacity,  but  I  have 
already  stated,  Mr.  Raker,  that  we  immediately  before  purchased 
large  properties  directly  south,  for  the  purpose  of  increasing  our 
plant. 

Mr.  Raker.  For  the  size  of  the  factory  and  the  kind  and  character 
of  machinery,  and  all  other  surroundings,  you  were  in  position  at  that 
time  to  refine  sugar  at  the  very  minimum  cost  ? 

Mr.  Harrison.  So  far  as  I  know,  we  had  a  most  efficient  organi- 
zation. 

Mr.  Raker.  That  is  what  I  mean. 

Mr.  Harrison.  Yes,  sir. 

Mr.  Raker.  You  had  the  latest  improved  machinery  ? 

Mr.  Harrison.  Yes,  sir. 

Mr.  Raker.  And  the  latest  improved  methods  ? 

Mr.  Harrison.  To  the  best  of  my  knowledge,  yes,  sir. 

Mr.  Raker.  And  those  are  practically  the  same  now? 

Mr.  Harrison.  That  I  am  unable  to  say. 

Mr.  Raker.  Do  you  believe  that  anybody  else  could  come  in  and 
handle  this  particular  factory  just  as  you  left  it,  considering  the  man- 
agement that  you  had  of  it,  and  manufacture  and  refine  sugar  any 
cheaper  than  you  folks  did  at  the  time  you  sold  out  ?  Take  all  the 
surroundings  and  the  way  you  boys  ran  it.  That  is  one  thing  that 
makes  American  citizenship,  in  my  opinion. 

Mr.  Harrison.  I  do  not  know  the  business  of  other  people.  I 
can  only  answer  that  we  were  not  afraid  of  anybody's  competition. 

That  is  all  I  can  answer.     I  never  had  access  to  anybody's  books 

.  Mr.  Raker  (interrupting) .  That  is  true,  but  I  want  to  go  a  little 
further.  Do  you  believe  that  any  large  institution,  with  its  officers 
located  1,000  mUes  away,  with  numerous  superintendents  and  direct- 
ors, or  superintendents  that  come  there  to  attend  to  this  particular 
factory,  could  run  it  and  refine  sugar  cheaper  than  you  were  refin- 
ing it? 

Mr.  Harrison.  Only  through  the  saving  of  administration  expenses 
to  which  I  have  referred  in  my  answer  to  Mr.  Hinds. 

Mr.  Raker.  You  did  not  make  that  as  clear  as  it  seems  to  me  you 
can  make  it. 

Mr.  Harrison.  Mr.  Raker 

Mr.  Raker  (interrupting).  In  other  words,  let  me  call  your  atten- 
tion to  this :  You  and  your  brothers  were  there,  right  on  the  ground  ? 

Mr.  Harrison.  Every  day,  sir. 

Mr.  Raker.  You  had  a  business  and  were  attendmg  to  it  per- 
sonally ? 

Mr.  Harrison.  Yes. 

Mr.  Raker.  It  was  an  honorable  busmess  ? 

Mr.  Harrison.  Yes. 

Mr.  Raker.  And  one  that  any  man  ought  to  be  proud  to  learn 
how  to  run;  is  not  that  right? 
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Mr.  Harbison.  Yes,  sir. 

Mr.  Raker.  You  could  not  go  in  any  other  business  that  would  be 
any  better,  could  you  ? 

Mr.  Harrison.  No,  sir. 

Mr.  Raker.  You  could  not  give  your  time  to  any  business  that 
would  be  any  better  ? 

Mr.  Harrison.  No,  sir. 

Mr.  Raker.  That  gave  you  and  your  brothers  employment  ? 

Mr.  Harrison.  Yes,  sir. 

Mr.  Raker.  Could  other  men  go  in  there,  strangers,  hired  super- 
intendents, for  instance,  of  a  corporation  located  away  off  in  Cali- 
fornia or  up  in  Maine  or  some  other  place,  and  run  this  business 
cheaper  than  you  and  your  brothers  could  run  it?  Do  you  see 
what  I  mean  ? 

Mr.  Harrison.  I  understand  perfectly.  It  is  not  an  agreeable 
thing  to  speak  about  the  way  in  which  other  people  may  or  may 
not  conduct  their  business,  or  whether  we  did  it  better  than  they 
did  or  not;  but  with  our  peculiar  organization  and  cooperation, 
and  every  one  at  his  best  all  the  time,  like  a  man-of-war,  I  do  not 
think  anyone  could  handle  that  plant  as  we  could  handle  it. 

Mr.  Raker.  Exactly.  Is  not  just  such  an  arrangement  with  men 
as  you  and  your  brothers  had  a  good  thing  for  the  community  and  for 
men  themselves,  thus  working  together? 

Mr.  Harrison.  If  they  can  do  a  large  enough  business — yes,  sir;  if 
they  can  do  a  large  enough  business. 

Mr.  Raker.  They  can  conduct  the  business  better,  can  they  not? 

Mr  Harrison.  If  you  could  duplicate  our  plant- 

Mr.  Raker  (interrupting).  I  am  assuming  the  duplication  of  your 
plant. 

Mr.  Harrison.  It  would  depend,  sir. 

Mr.  Raker.  Take  a  plant  of  the  same  size  ? 

Mr.  Harrison.  It  would  have  to  be  larger  to-day. 

Mr.  Raker.  We  are  improving  all  the  time. 

Mr.  Harrison.  I  heard  the  statement  of  Mr.  GUmore  that  Ar- 
buckle's  plant,  if  I  remember  correctly,  had  a  capacity  of  1,100  tons 
a  day.  I  assume  the  consuming  capacity  has  doubled  in  the  last  20 
years.  That  would  mean  for  us  2,000  tons  a  day  instead  of  1,000 
tons  a  day.  It  is  a  great  problem  now  to  be  able  to  manufacture 
upon  a  very  large  scale.     It  means  everything. 

Mr.  Hinds.  Judge  Raker's  line  of  inq^uiry  has  suggested  one  ques- 
tion I  would  like  to  ask  you,  Mr.  liarrison.  You  have  said  that  the 
combination  of  independent  businesses  into  one  great  business  tended 
to  render  full  the  skill  of  many  subordinate  men  like  your  chemists 
and  other  men;  it  gives  to  one  plant  the  benefit  of  the  learning  and 
skill  of  men  in  another  plant  ? 

Mr.  Harrison.  In  very  many  departments. 

]VIr.  Hinds.  Tell  me  this:  In  your  judgment,  may  not  the  com- 
bination of  many  independent  concerns  into  one  big  concern,  under 
one  head  and  one  directorate,  tend  to  stifle  the  development  of 
men  of  genius  m  that  business,  like  the  captains  of  industry  such  as 
Mr.  liavemeyer? 

Mr.  Harrison.  I  think  I  can  answer  that  question.  The  one 
feature  of  the  competition  system  was  that  it  did  produce  men  of 
of  genius,  because  they  had  to  strive  all  the  time  agamst  the  severest 
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competition  to  win  out.  The  fear  that  I  have  had  of  combination 
was  that  it  would  relax  that  necessity. 

lis.  Hinds.  In  other  words,  you  have  feared  that  that  might 
happen  in  the  industrial  field  ? 

Mr.  Harrison.  Yes,  sir;  I  have. 

Mr.  Hinds.  That  happened  in  the  Roman  Empire,  where  the 
genius  of  the  greatest  general  attributed  his  success  to  the  virtue  of 
Csesar,  who  was  back  in  the  palace. 

Mr.  Harrison.  Yes. 

Mr.  Hinds.  Is  it  your  judgment  that  is  the  tendency  of  great 
industrial  combination  ? 

Mr.  Harrison.  I  think  it  is  a  danger;  yes. 

Mr.  Hinds.  Can  there  be  any  greater  danger? 

Mr.  Harrison.  I  think  it  is  a  very  great  danger. 

Mr.  Hinds.  Can  there  be  any  greater  danger  either  to  the  Govern- 
ment or  to  industry  than  that? 

Mr.  Harrison.  I  think  it  is  one  of  the  gravest  dangers  of  com- 
bination. 

Mr.  Hinds.  That  is  all,  Mr.  Chairman. 

The  Chairman.  Does  your  brother,  Mr.  Alfred  Harrison,  know 
more  about  these  matters  than  you  have  testified  ? 

Mr.  Harrison.  I  can  answer,  to  the  entire  satisfaction  of  the 
committee,  that  if  any  of  the  questions  you  have  asked  me  had  been 
put  to  my  brother  he  would  have  referred  you  to  me  for  reply.  My 
brother  has  spent  his  Hfe  in  refineries,  and  he  knows  nothing  about 

The  Chairman  (interrupting).  If  we  were  to  propound  some  ques- 
tions to  him  about  what  it  cost  to  refine  sugar  at  that  time  he  could, 
perhaps,  after  refreshing  his  recollection,  tell  us  about  that;  but 
with  reference  to  this  matter  of  dealing  with  the  Sugar  Trust,  he 
could  not  tell  us  anything  ? 

Mr.  Harrison.  He  could  not. 

The  Chairman.  The  committee  will  now  excuse  you,  Mr.  Harri- 
son, with  its  thanks  for  your  attendance  and  for  your  prompt  and 
courteous  responses  to  the  questions  we  have  put  to  you. 

Mr.  Harrison.  If  I  am  able  to  leave  the  room  with  the  respect  of 
the  committee 

The  Chairman  (interrupting).  Undoubtedly,  Mr.  Harrison,  and  to 
the  fullest  extent. 

Mr.  Harrison.  I  thank  you. 

The  Chairman.  Gentlemen,  the  committee  will  now  stand  ad- 
journed until  Monday,  July  10,  1911,  at  10  o'clock  a.  m. 

(Thereupon,  at  4.15  o'clock  p.  m.,  the  committee  adjourned  until 
Monday,  July  10,  1911,  at  10  o'clock  a.  m.) 
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Mr.   Hardwick,   from   the   Special  Committee   to  Investigate   the 
American  Sugar  Refining  Co.  and  Others,  submitted  the  following 

REPORT. 

Your  committee  appointed  under  House  resolution  157,  adopted 
M^  9,  1911,  respectfully  submits  the  following  report: 

By  the  provisions  of  the  resolution  under  which  it  was  appointed, 
your  committee  was  directed — 

to  make  an  investigation  for  the  purpose  of  ascertaining  whether  or  not  there  have 
been  violations  of  the  antitrust  act  of  July  second,  eighteen  hundred  and  ninety,  and 
the  various  acts  supplementary  thereto,  hy  the  American  Sugar  Refining  Company, 
incorporated  January  tenth,  eighteen  hundred  and  ninety-one,  under  the  laws  of  the 
State  of  New  Jersey,  and  the  various  corporations  controlled  thereby  or  holding  stocks 
or  bonds  therein  or  whose  stocks,  or  bonds  are  held,  in  whole  or  in  jpart,  thereby,  and 
all  other  persons  or  corporations  engaged  in  manufacturing  or  refining  sugar  and  their 
relations  with  each  other,  which  said  violations  have  not  been  prosecuted  by  the 
executive  ofiicers  of  the  Government. 

Said  committee  is  also  directed  to  investigate  the  organization  and  operations  of  said 
American  Sugar  Refining  Company,  and  its  relations  with  other  persons  or  corpora- 
tions engaged  in  the  business  of  manufacturing  or  refining  sugar,  and  all  other  persons 
or  corpcwations  engaged  in  manufacturing  or  refining  sugar  and  their  relations  with 
each  other,  .a,nd  if  in  connection  therewith  violations  of  the 'aforespd  laws  are  dis- 
closed, to  report  same  to  the  House. 

Said  committee  shall  also  inquire  whether  the  organization  and  operations  of  the 
American  Sugar  Refining  Company  and  other  persons  or  corporations  having  rela- 
tions with  it,  and  all  other  persons  or  corporations  engaged  in  manufacturing  or  refin- 
ing Bugar  and  their  relations  with  each  other,  have  caused  or  had  a  tendency  to  cause 
any  of  the  results: 

First.  The  restriction  or  destruction  of  competition  among  manufacturers  or  refiners 
of  sugar. 

Second.  An  increase  in  price  of  refined  sugar  to  the  consumer  or  decrease  in  the 
price  of  sugar  cane  or  sugar  beet  to  the  producer  thereof. 

And  said  committee  shall  report  to  the  House  all  the  facts  and  circumstances  dis- 
closed by  the  investigation  herein  provided,  with  such  recommendations  as  it  may 
deem  advisable. 

In  order  that  we  may  intelligently  respond  to  the  direction  of  the 
House  to  report  to  it  such  violations  of  the  antitrust  law  as  have 
not  been  prosecuted  by  the  executive  ofiicers  of  the  Government,  it 
is  necessary  for  us  to  first  outline  exactly  what  efforts  to  enforce  the 
law  have  been  made  by  the  Government  of  the  United  States: 

(1)  In  March,  1892,  the  American  Sugar  Refining  Co.  purchased, 
for  the  purpose  of  consolidation  and  combination,  its  principal  remain- 
ing competitors  in  the  business  of  manufacturing  and  refining  sugar 
in  the  United  States.    These  independent  refineries  were  located  at 
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Philadelphia,  Pa.  Whereupon  the  Government  filed  a  bill  in  the 
Circuit  Court  of  the  United  States  for  the  Eastern  District  of  Penn- 
sylvania against  these  independent  refineries,  alleging  that  the  con- 
tract between  them  and  the  American  Sugar  Refimng  Co.  was  in 
violation  of  the  Sherman  antitrust  law  and  ])raying  that  the  con- 
tract be  set  aside.  The  circuit  court  held  that  the  facts  alleged 
made  no  case,  and,  on  demurrer,  dismissed  the  bill.  This  ruling  was 
sustained  by  the  Circuit  Court  of  Appeals  (60  Fed.  Rep.,  934)  an^ 
subsequently  by  the  Supreme  Court  of  the  United  States  (U.  S.  v. 
E.  C.  Knight  Co.,  156  U.  S.,  1).  It  is  to  be  noted  that  the  Supreme 
Court,  in  sustaining  the  Circuit  Court  of  Appeals,  ruled  that  under 
the  allegations  of  the  bill  the  circuit  court  correctly  held  that  the 
contracts  sought  to  be  enjoined  and  rescinded  "related  exclusively 
to  the  acquisition  of  sugar  refineries  and  the  business  of  sugar  refin- 
ing in  a  State  *  *  *  and  which  bear  no  direct  relation  to  com- 
merce between  the  States  or  with  foreign  nations." 

(2)  In  July,  1909,  Gustav  E.  Kissell  and  Thomas  B.  Harned,  as 
well  as  all  of  the  then  directors  of  the  American  Sugar  Refin.ing  Co., 
were  indicted,  in  the  Circuit  Court  of  the  United  States  for  the  South- 
em  District  of  New  York,  for  a  conspiracy  to  restrain  or  monopolize 
trade  in  violation  of  the  Sherman  law,  and  in  connection  with  an 
alleged  attempt  of  the  American  Sugar  Refining  Co.  to  obtain  control 
of  a  competitor,  the  Pennsylvania  Sugar  Refining  Co.  Upon  arrai^- 
ment  Kissel  and  Harned  pleaded  the  statute  of  limitation  (three 
years)  and  their  plea  was  sustained  by  the  court  below.  The  Gov- 
ernment appealed  the  case  to  the  Supreme  Court.  That  court,  on 
December  12,  1910,  reversed  the  court  below  and  remanded  the  case 
to  the  circuit  court  for  trial  on  its  merits.  .  (U.  S.  v.  Kissel  et  al.,  218 
U.  S.,  601.)  The  cases  against  Kissel  and  Harned  and  the  directors 
of  the  American  Sugar  Refining  Co.  are  now  pending  in  the  circuit 
court  and  an  early  trial  thereof  is  anticipated. 

It  is  important  to  remember  that  in  the  Kissel  case  the  Supreme 
Court  ruled  that  the  indictment  was  good  against  the  plea  of  the 
statute  of  limitations  because  it  charged  "a  continuing  conspiracy." 

(3)  In  November,  1910,  the  Government  filed  a  bill  in  the  Circuit 
Court  of  the  United  States  for  the  Southern  District  of  New  York 
against  the  American  Sugar  Refining  Co.,  its  directors  and  officers, 
and  the  various  corporations  allied  with  it  and  in  which  it  owns  stocks 
or  bonds,  or  both,  alleging  a  conspiracy  to  monopolize  interstate 
trade  in  sugar  in  violation  of  the  Sherman  law  and  alleging  restraint 
of  such  interstate  trade  in  violation  of  said  law.  The  biB  seeks  to 
enjoin  all  of  the  defendants  from  violating  the  Sherman  law  in  the 
future,  to  invalidate  stock  ownership  in  'any  one  of  them  by  any  of 
the  others,  and  to  dissolve  the  combination  between  them. 

It  is  but  simple  justice  to  say  that  this  bill  seems  to  be  both  care- 
fully and  ably  drawn,  to  be  comprehensive  and  weU  adapted  to  accom- 
plish the  purpose  at  which  it  aims.  It  is  now  pending  in  the  circuit 
court. 

We  come  next  to  inquire  what  violations  of  the  law  have  been  dis- 
closed by  the  investigation  of  your  committee  that  have  not  been 
prosecuted  by  the  executive  officers  of  the  Government. 

In  order  that  our  report  on  this  phase  of  the  question  may  be 
clearly  understood,  it  is  necessary  for  your  committee  to  review,  as 
briefly  as  possible,  the  history  of  the  sugar-refining  industry  of  this 
country  between  1887  and  1891. 
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Prior  to  August,  1887,  the  business  of  manufacturing  or  refining 
sugar  in  the  United  States  was  in  the  hands  of  23  independent  and 
competing  concerns,  some  of  which  were  corporations  and  others 
private  partnerships.  No  one  of  these  concerns  operated  over  three 
factories  or  refineries,  and  no  one  of  them  refined  over  17  per  cent 
of  the  total  product.  These  refineries  had,  at  that  time,  a  com- 
bined capacity  of  at  least  17,000,000  pounds  a  day,  and  were  mostly 
located  m  the  great  seacoast  cities  of  the  countiy— 9  of  them  being 
in  New  York  City  and  its  immediate  vicinity,  5  in  Boston,  3  in  Phila- 
delphia, 2  in  San  Francisco,  2  in  New  Orleans,  1  in  Portland,  and  1 
in  St.  Louis.  In  August,  1887,  under  the  leadership  of  Henry  O. 
Havemeyer,  of  New  York,  17  of  these  23  concerns,  representing  fully 
75  per  cent  of  the  sugar-refining  business  of  the  country,  combined 
into  a  powerful  organization  known  as  the  Sugar  Refineries  Co., 
which  operated  through  a  board  of  "trustees,"  who  controlled  the 
business  of  the  allied  corporations  and  issued  trustees'  certificates 
at  an  agreed  ratio  in  lieu  of  the  capital  stock  of  each  of  the  combined 
corporations.  The  North  River  Refinery  was  purchased  almost 
immediately  by  the  organization. 

All  of  the  refineries  of  the  country  were  in  this  combination  except 
the  three  in  Philadelphia,  the  two  in  San  Francisco,  and  a  smaU  one 
(Nash-Spalding  &  Co.)  in  Boston.  Although  the  combined  capital 
stock  of  the  17  corporations  that  entered  the  combination  of  1887 
was  less  than  $6,000,000,  yet  trustees'  certificates  for  fifty  millions 
were  authorized  in  lieu  thereof,  and  even  it  it  be  said,  as  is  probably 
true,  that  in  many  instances  the  capitalization  of  the  combined  co- 

E orations  was  purely  nominal  and  the  real  value  of  its  property  or 
usiness  was  largely  in  excess  thereof,  yet  it  is  hardly  probable  that 
the  real  value  of  the  business  and  property  of  the  17  combining  com- 
panies was  in  excess  of  twenty  to  twenty-five  millions  of  dollars. 

The  "Sugar  Refineries  Co."  having  thus  gotten  control  of  the  12 
refineries  operated  by  the  9  New  York  corporations,  of  the  4  refin- 
eries in  Boston,  of  the  2  in  New  Orleans,  of  the  1  at  Portland,  and  the 
1  at  St.  Louis,  proceeded  to  inaugurate  and  consummate  a  poHcy  of 
consolidation  and  abandonment  of  factories  and  refineries,  until 
finally,  instead  of  the  20  refineries  that  were  operated  by  its  constitu- 
ent companies  at  the  date  of  its  formation,  the  combination  soon  oper- 
ated pnfy  4,  2  in  New  York  City  and  its  vicinity,  1  in  Boston,  and  1  in 
New  Orleans,  the  others  being  either  consolidated  or  abandoned.  It 
must  be  remembered  that  during  this  period  (1887-1890)  there  was 
no  Federal  statute  against  monopoly  or  restraint  of  trade. 

In  the  State  of  New  York,  however,  and  in  California  as  well,  the 
State  courts  undertook  to  deal  with  certain  phases  of  the  situation 
in  an  endeavor  to  enforce  State  laws.  In  1888  the  owners  of  the 
stock  of  the  "Sugar  Refineries  Co."  transferred  all  their  shares  to  the 
trustees  in  exchange  for  trust  certificates.  Soon  afterwards  the  State 
of  California,  attacking  this  arrangement,  sought  to  dissolve  the  trust. 
To  meet  this  the  trustees,  in  March,  1889,  transferred  the  property  of 
the  refineries  company  in  California  to  a  committee  composed  of 
Henry  O.  Havemeyer,  T.  A.  Havemeyer,  and  C.  H.  Senff. 

In  1890  the  highest  court  of  New  York  decided  that  it  was  ultra 
vires  for  a  New  York  corporation  to  enter  the  combination,  and  that, 
by  doing  so  it  forfeited  its  franchise  and  ended  its  corporate  life. 
(North  River  Sugar  Refining  Co.  v.  People  of  New  York,  121  N.  Y., 
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582.)  In  the  meantime  the  Sherman  Antitrust  Act  had  been  passed 
by  Congress,  July  2,  1890. 

On  January  10,  1891,  Henry  0.  Havemeyer  and  his  associates,  the 
trustees  and  owners  of  the  old  "Sugar  Refineries  Co.,"  simply  changii^ 
the  outward  form  and  style  of  the  combination,  incorporated  the  Amer- 
ican Sugar  Refining  Co.  under  the  laws  of  the  State  of  New  Jersey, 
It  was  capitalized  at  $50,000,000,  precisely  the  capitalization  of  its 
predecessor,  the  "Sugar  Refineries  Co.,"  and  its  stock  was  substituted, 
share  for  share  and  dollar  for  dollar,  for  the  fifty  millions  of 
"trustee's  certificates"  of  that  concern,  except  that  15  per  cent  was 
retained  as  "treasury  stock."  At  the  time  it  was  chartered  it  con- 
trolled 75  per  cent  of  the  sugar  refining  industry  of  the  country,  and 
its  charter  authorized  it  expressly  to  engage  in  interstate  commerce 
in  sugar  in  the  States  of  New  York,  New  Jersey,  Massachusetts, 
Maine,  Connecticut,  Pennsylvania,  Missouri,  Maryland,  Louisiana, 
and  California,  besides,  in  general  terms,  all  the  other  States  of  the 
Union. 

At  the  time  it  was  chartered  the  Sherman  law  had  been  in  force  for 
more  than  six  months,  and  both  its  organization  and  existence, 
coupled  with  its  methods  of  doing  business,  was,  as  the  testimony 
seems  to  indicate  to  your  committee,  a  palpable  find  continuing 
violation  of  the  Sherman  law. 

And  yet  no  serious  attempt  was  made  (prior  to  November,  1910) 
to  invoke  the  civil  remedies  provided  by  the  antitrust  law  against  the 
corporation. 

it  is  also  to  be  noted  that  with  the  exception  of  the  prosecution  of 
the  Pennsylvania  Sugar  Refining  case,  which  was  delayed  for  more 
than  five  years,  the  Government  has  not  even  up  to  the  present  time, 
so  far  as  has  appeared,  made  any  effort  to  enforce  the  penal  provisions 
of  the  Sherman  law. 

As  directed  by  the  resolution  of  the  House,  we  will  undertake  tp 
specify,  as  briefly  as  possible,  the  following  transactions  which  seem 
to  the  committee,  from  the  evidence  taken,  to  be  violations  of  the 
Sherman  law: 

1.  The  acquisition  by  the  American  Sugar  Refining  Co.  of  the  inde- 
pendent refineries  in  Philadelphia  in  1892.  This  transaction  was 
assailed,  in  a  way,  in  the  E.  C.  Knight  case,  already  referred  to. 

2.  The  combination  between  C.  A.  Spreckels,  the  elder,  and  the 
American  Sugar  Refining  Co.  in  1892  by  which  the  American  acquired 
the  two  large  refineries,  located  at  Philadelphia  and  San  Francisco, 
of  its  largest  competitor  and  Spreckels  became  a  stockholder  in  the 
American  Co. 

3.  The  purchase  by  the  American  Co.  of  the  refinery  of  the  Balti- 
more Sugar  Refining  Co.  at  Baltunore  in  1891,  by  which  a  possible 
competitor  of  considerable  strength  was  eliminated  by  the  American 
Co 

4.  The  purchase  in  JIarch,  1893,  by  the  American  Sugar  Refining 
Co.  of  3,000  shares  of  the  capital  stock  of  one  of  its  active  compet- 
itors, the  Mollenhauer  Sugar  Refining  Co. 

5.  An  agreement  between  the  American  Sugar  Refining  Co.  and 
practically  all  of  its  competitors  in  March,  1894,  by  which  the  pro- 
duction of  the  various  refineries  that  were  parties  to  the  agreement 
was  to  be  lunited  and  by  which  the  price  to  be  charged  for  refined 
sugar  was  to  be  fixed  by  the  parties  to  the  agreement. 
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■  6.  The  acquisition  by  the  American  Sugar  Refining  Co.  of  the 
refinery  of  a  competitor,  the  United  States-  Sugar  Refimng  Co.  of 
New  Jersey.     This  occurred  in  September,  1897. 

7.  The  combination  of  four  independent  and  competing  refineries 
into  a  corporation  known  as  the  National  Sugar  Refmiog  Co.  in  1900 
and  the  acquisition  at  that  time  of  a  large  interest  in  the  National 
by  the  American  Co. 

8.  The  contract  in  April,  1903,  between  the  Western  Sugar  Refin- 
ing Co.  (the  San  Francisco  subsidiary  corporations  belongmg  to  the 
American  Co.  and  John  D.  and  Adolph  Spreckels)  and  the  California- 
Hawaiian  Sugar  Refining  Co.,  in  which  the  former  agreed  to  take 
over  the  contracts  of  the  latter  company  for  raw  sugar  at  an  agreed- 
price  and  to  pay  the  latter  company  $200,000  per  year  for  three 
years,  and  in  consideration  thereof  the  California-Hawaiian  Co.  was 
to  close  its  refinery  and  not  to  purchase  raw  sugar  or  sell  refined 
sugar  for  a  period  of  three  years.  This  contract  was  carried  out  and 
was  intended  to  give  and  did  give  the  said  Western  Sugar  Co.  a 

?ractical  monopoly  of  interstate  commerce  in  refined  sugar  on  the 
'acific  coast  and  in  many  Western  States  during  the  period  of  its 
existence. 

BEET-SUGAR    OPERATIONS. 

9.  The  trade  war  waged  in  September,  1901,  by  the  American  Co. 
and  its  allies  upon  the  beet-sugar  companies  in  order  to  obtain  con- 
trol of  them  and  destroy  competition. 

10.  The  appointment,  in  December,  1901,  by  the  directors  of  the 
American  Co.  of  a  committee  of  four,  consisting  of  Messrs.  Have- 
meyer,  Thomas,  Palmer,  and  Donner,  for  the  express  purpose  of 
acquiring  a  large  interest  and  influence  in  the  beet-sugar  interests  of 
the  United  States,  the  beet-sugar  factories  having  by  that  time 
become  serious  competitors  of  the  cane-sugar  refiners. 

11.  The  purchase  by  the  American  Sugar  Refining  Co.,  in  Decem- 
ber, 1902,  of  $7,500,000  of  the  capital  stock  of  the  American  Beet 
Sugar  Co.     This  has  since  been  sold. 

12.  The  contract  of  December,  1902,  between  the  American  Sugar 
Refining  Co.  and  the  American  Beet  Sugar  Co.  by  which  the  latter 
company  constituted  the  former  its  factor  or  agent  for  the_  disposal 
of  its  product,  agreeing  to  "avoid  the  markets  of  the  refining  com- 
pany,"    This  agreement  has  not  been  in  force  since  1905. 

13.  The  agreement  in  August,  1894,  between  the  Western  Beet 
Sugar  Co.  and  the  Western  Sugar  Refining  Co.  (American),  by  which 
the  beet-sugar  company  agreed  to  cease  to  manufacture  and  sell 
refined  sugar  and  to  manufacture  raw  sugar  only,  which  the  refining 

company  agreed  to  buy.  ,        .        „  t,  j=   •      /-,       * 

14.  The  purchase  in  1897  by  the  Amencan  Sugar  Refmmg  Co.  of 
one-half  of  the  capital  stock  of  the  Spreckels  Sugar  (Beet)  Co.  of 
California. 

15.  The  purchase  of  large  blocks  of  stock  from  1902  to  1906,  by 
the  American  Sugar  Refimng  Co.,  in  the  Michigan  Sugar  Co. 

16.  The  acquisition  by  the  American  Sugar  Refining  Co.,  between 
1902  and  1906,  of  large  interests  in  the  Great  Western  Sugar  Co.,  a 
corporation  under  the  laws  of  New  Jersey,  which  is  influenced  by 
the  American  Co.  through  its  stock  ownership  therein. 
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17.  The  acquisition  by  the  American  Stigar  Refining  Co.,  in 
1901,  1902,  and  1903',  of  one-half  interest  in  "The  Utah-Idaho 
Sugar  Co." 

18.  The  purchase  by  the  American  Sugar  Refining  Co.  in  1902, 
of  one-half  of  the  capital  stock  of  the  Amalgamated  Sugar  Co._ 

19.  The  acquisition,  in  1903,  by  the  American  Sugar  Refining  Co. 
of  a  large  interest  in  the  Lewiston  (Utah)  Sugar  Co.,  a  projected 
competitor. 

20.  The  purchase,  in  February,  1903,  by  the  American  Co.  of  a 
large  interest  in  its  competitor,  the  Alameda  (Cal.)  Sugar  Co. 

21.  An  unlawful  agreement  of  February  19,  1903,  between  the 
Alameda  Sugar  Co.  and  the  American  Sugar  Refining  Co.,  by  which 
the  former  company  constituted  the  latter  company  its  factor  or 
agent  for  the  disposal  of  its  product,  agreeing  to  avoid  the  markets 
or  the  refining  company." 

It  must  be  remembered  that  many  of  these  specifications  refer  to 
extended  business  operations  of  great  magnitude,  involving  many 
different  transactions  as  a  part  of  the  whole  scheme  to  monopolize 
interstate  trade  in  sugar. 

Indeed,  it  seems  to  us  that  from  its  organization,  on  January  10, 
1891,  until  1907,  at  least,  almost  every  step  in  the  industrial  develop- 
ment of  the  American  Sugar  Refining  Co.  was  a  well-considered  part 
of  a  carefully  planned  campaign  to  secure  and  maintain  a  monopoly 
in  interstate  trade  in  sugar,  to  obtain  complete  control  thereof,  and 
to  forestall,  destroy,  or  weaken  competition  therein.  Since  1907 
new  influences  have  controlled  the  company,  and  the  testimony  does 
not  show  a  contmuation  of  the  policy  in  investing  in:  competing 
concerns,  but  does  show  that  some  of  the  properties  previously 
acquired  have  been  sold. 

By  the  above  sta.tement,  however,  your  committee  does  not  wish 
to  be  understood  as  entertaining  or  expressing  the  opinion  that  even 
since  1907  the  American  Sugar  Refining  Co.  is  not  existing  in  violation 
of  the  antitrust  law.  (An  afiidavit  filed  with  the  committee  by  the 
American  Sugar  Refining  Co.  since  the  testimony  was  printed  Shows 
that  within  a  few  months  the  company  has  disposed  of  its  interest 
in  the  Western  Refining  Co.,  of  California,  and  the  Carver  County 
Sugar  Co.,  of  Minnesota.) 

The  American  Sugar  Refining  Co., 

Neio  York,  January  22,  1912. 
Hon.  Thomas  W.  Hardwiok, 

Chairman  Sugar  Investigating  Committee, 

House  Annex  Building,  Washington,  D.  C. 
Dear  Sir:  On  behalf  of  the  American  Sugar  Refining  Co.,  I  inclose  herewith  my 
affidavit,  setting  forth  the  details  of  the  sale  by  this  company  of  all  its  interests  in  the 
'Western  Sugar  Refining  Co.  and  in  the  Carver  County  Sugar  Co.,  with  the  request  that 
it  be  made  a  part  of  the  records  of  your  committee. 

Very  respectfully,  yours,  J.  E.  Freeman. 


[The  United  States  of  America,  in  the  House  of  liepresentatives.  In  the  matter  of  The  Investisatioto'Ot 
the  American  Sugar  Refining  Co.  and  Others  hy  a  select  committee  of  the  House  of  Representatives 
appointed  umder  House  resolution  No.  157.] 

State  op  New  York,  County  of  New  York,  ss: 

Joseph  E.  Freeman,  being  duly  sworn,  deposes  and  says: 

1.  That  he  resides  in  the  city  of  New  York,  and  is  the  secretary  of  the  American 
Sugar  Refining  Co. 
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2.  That  at  a  meeting  of  the  board  of  directors  of  the  American  Sugar  Refining  Co., 
held  at  117  Wall  Street,  New  York  City,  on  Tuesday,  September  19,  1911,  the  follow- 
ing resolutions  were  unanimously  adopted; 

"Resolved,  That  the  vice  president  of  the  company  be.  and  he  hereby  is,  authorized 
to  sell  5,000  shares  of  stock  of  the  Western  Sugar  Co.  for  $300  per  share. 

"Resolved,  That  the  vice  president  of  the  company  be,  and  he  hereby  is,  authorized 
to  assign,  indorse,  and  transfer  on  the  books  of  the  Western  Sugar  Refining  Co.  any 
and  all  shares  of  stock  of  that  company  standing  in  the  name  of  the  American  Sugar 
Refining  Co.,  either  in  person  or  by  attorney,  and  to  do  any  and  all  things  necessary 
to  effect  the  transfer  .of  the  said  stock." 

That  pursuant  to  said  resolutions  the  said  American  Sugar  Refining  Co.  did  sell, 
transfer,  and  deliver  to  Messrs.  John  D.  and  Adolph  Spreckels,  of  San  Francisco, 
Cal.,  the  said  5,000  shares  of  stock  of  the  Western  Sugar  Refining  Co.,  and  did  receive 
from  them  in  payment  therefor  the  sum  of  $1,500,000.  The  said  American  Sugar 
Refining  Co.  has  now  no  interest  of  any  kind  whatsoever  in  the  said  Western  Sugar 
Refining  Co. 

3.  That  at  a  meeting  of  the  executive  committee  of  the  board  of  dkectors  of  the 
American  Sugar  Refining  Co.,  held  at  117  Wall  Street,  New  York  City,  on  Thursday, 
October  5,  1911,  at  11  o'clock  a.  m.,  the  following  resolutions  were  unanimously 
adopted: 

"Resolved,  That  the  vice  president  of  the  company  be,  and  he  hereby  is,  author- 
ized to  sell  4,837  shares  of  stock  of  the  Carver  County  Sugar  Co.  for  $90  per  share. 

"Resolved,  That  the  vice  president  or  treasurer  of  the  company  be,  and  he  hereby 
is,  authorized  to  assign,  indorse,  and  transfer  on  the  books  of  the  Carver  County  Sugar 
Co.  any  and  all  shares  of  stock  of  that  company  standing  in  the  name  of  the  American 
Sugar  Refining  Co.,  either  in  person  or  by  attorney,  and  to  do  any  and  all  things 
necessary  to  effect  a  transfer  of  said  stock. 

That,  pursuant  to  the  foregoing  resolutions,  the  said  American  Sugai'  Refining  Co. 
did  sell,  transfer,  and  deliver  to  Charles ,B.  Warren  4,837  shares  of  stock  of  the  Carver 
County  Sugar  Co.,  and  did  receive  fi'om  him  in  payment  therefor  the  sum  of  $435,330. 
The  said  American  Sug  r  Refining  Co.  now  has  no  interest  of  any  kind  whatsoever  in 
the  Carver  County  Sugar  Co. 

Joseph  E.  Freeman. 

Subscribed  and  sworn  to  before  me  this  22d  day  of  January,  1912. 

[seal.]  Jno.  H.  Thompson, 

Notary  Public,  Kings  Co.,  N.  Y. 
(Certificate  filed  in  New  York  County.) 

After  the  hearings  had  been  concluded  your  committee  received 
from  the  American  Sugar  Refining  Co.  the  above  affidavit  as  to 
certain  sales  that  had  been  made  by  it  of  its  interest  in  the  Western 
Sugar  Refining  Co.  and  certain  stocks  in  beet-sugar  companies. 
This  affidavit  is  above  set  out  in  full,  not  being  elsewhere  published 
in  the  records  of  your  committee. 

RESTRICTION    OR    DESTRUCTION    OF    COMPETITION. 

Your  committee  was  also  directed  to  report  whether  or  not  existing 
conditions  in  the  sugar  industry  "have  caused  or  had  a  tendency  to 
cause  restriction  or  destruction  of  competition  among  the  manu- 
facturers or  refiners  of  sugar." 

The  Sugar  Refineries  Co.  of  1887  was,  as  we  have  already  stated,  a 
combination  between  the  manufacturers  and  refiners  of  sugar  who 
had  produced  75  per  cent  of  the  total  refined  production,  and  who  had 
prior  to  its  formation  been  active  and  at  times  fierce  competitors  of 
each  other.  Among  the  admitted  purposes  of  its  organizers  and 
promoters  was  the  "elimination  of  cut-throat  competition,"  "the 
consolidation  of  plants,"  "the  limitation  of  production,"  and  "the 
control  of  prices,"  as  well  as  "more  economibal  production  and 
distribution." 

Its  policy  was  to  destroy  or  harmonize  competition,  and  to  curtail 
as  well  as  cheapen  production.     The  result  of  that  policy  was  manifest 
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when  by  consolidation  and  elimination  the  combination  had  reduced 
the  number  of  its  refineries  in  actual  operation  from  20  competing 
factories  to  just  4,  all  under  the  same  control.  In  January,  1888, 
it  bought  the  old  American  Sugar  Refining  Co.,  a  competitor  at  San 
Francisco,  exchanging  its  "trustees'  certrficates"  for  the.  stock  of 
that  corporation.  When  this  transaction  was  assailed  in  the  courts 
of  California,  the  Sugar  Refineries  Co.  met  the  assault  by  causing  the 
San  Francisco  corporation  to  transfer  all  of  its  property  and  business, 
in  March,  1889,  to  three  of  the  directors  of  the  refineries  company, 
namely,  H.  O.  Havemeyer,  T.  A.  Havemeyer,  and  Charles  H.  Senff, 
who  thereafter  carried  on  its  business  under  the  name  of  Haremeyers 
&  Elder,  but  for  the  benefit  and  under  the  control  of  the  refineries 
company.  It  thus  acquired  a  foothold  on  the  Pacific  coast,  and 
added  a  fifth  refinery  to  its  list  of  those  in  active  operation. 

When  the  American  Sugar  Refining  Co.  was  organized  under  the 
laws  of  New  Jersey,  on  January  10,  1891,  it  took  over  the  property  of 
the  Sugar  Refineries  Co.,  being  merely  a  new  corporate  name  for  the 
same  industrial  organization.  It  controlled  75  per  cent  of  the  sugar- 
refining  business  of  the  country  and  began  the  operation  of  the  four 
refineries  that  were  under  the  direct  control  of  the  old  organization, 
and  soon  thereafter  took  direct  control  of  the  San  Francisco  refinery 
that  had  nominally  belonged  to  Havemeyers  &  Elder,  paying  there- 
for with  stock  of  the  American  Sugar  Refining  Co.  At  that  time 
its  five  refineries  (including  San  Francisco)  had  a  combined  daily 
melting  capacity  of  twelve  and  one-half  million  pounds  out  of  a  total 
of  about  sixteen  and  one-half  million  pounds  for  the  entire  country. 

At  that  time  it  had  only  five  competitors  in  the  United  States, 
three  of  which  were  small  ones.     To  name  the  latter  first,  they  were: 

1.  Nash,  Spalding  &  Co.,  Boston,  Mass.,  350,000  pounds  daily  melting  capacity. 

2.  Delaware  Sugar  House,  Philadelphia,  150,000  pounds  daily  melting  capacity. 

3.  E.  C.  Knight  &  Co.,  Philadelphia,  500,000  pounds  daily  melting  capacity. 

It  had  also  two  other  competitors,  which  were  stronger  than  the 
above,  but  much  weakei'  and  smaller  than  the  American.  These 
were : 

4.  Franklin  Sugar  Refining  Co.,  Philadelphia  (the  Harrisons),  2,000,000  pounds 
daily  melting  capacity. 

5.  California  Sugar  Refining  Co.  (Spreckels),  San  Francisco,  1,000,000  pounds  daily 
melting  capacity. 

So  it  will  be  seen  that  Spreckels  was  the  only  competitor  of  the 
American  on  the  Pacific  coast  and  in  the  West,  and  the  Harrisons, 
at  Philadelphia,  its  principal  and  only  strong:  competitor  in  the  East. 

In  February,  1892,  the  Ameiican  Co.,  through  Searles,  bought  its 
competitor,  the  Delaware  Sugar  House,  paying  therefor  in  stock  of 
the  American  Co. 

On  March  10,  1892,  the  American  Co.,  through  Searles  and  Parson, 
bought  out  its  competitor,  the  Fraukhn  Sugar  Refining  Co.,  paying 
therefor  in  stock  of  the  American. 

It  will  thus  be  seen  that  between  the  date  of  its  organization, 
January  10,  1K91,  and  March  10,  1892,  just  14  months,  the  American 
Sugar  Refining  Co.  had  completely  destroyed  and  absorbed  its  eastern 
comijetition,  the  only  independent  refinery  left  in  the  East  being 
that  of  Nash,  Spalding  &  Co.,  at  Boston,'  refining  less  tlian  3  per 
cent  of  the  ea.itern  product. 
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l.et  us  turn  now  to  the  dealings  of  the  American  with  the  elder 
hpreckels.  It  will  be  recalled  that  in  January,  1888,  the  old  refin- 
eries company  acquired  a  San  PVancisco  refinery,  though  forced  for 
some  time,  by  legal  proceedings  in  Cahfornia,  to  operate  it  in  the 
name  of  Havemeyers  &  Elder.  The  acquisition  and  operation  of  this 
factory  brought  tliem  into  active  competition  with  C.  A.  Spreckels, 
of  San  Francisco,  who  owned  and  operated  a  refinery  of  about  equal 
size  (1,000,000  pounds  daily  melting  capacity),  and  this  competition 
finally  resulted  in  a  fierce  trade  war  between  the  two,  in  which  the 
sugar  refineries  combination  appeared  to  be  the  aggressors.  Spreckels, 
however,  seems  to  have  been  a  man  of  determined  character  and 
indomitable  courage,  for  in  June,  1890,  be  carried  the  war  into  the 
East,  cliartering  the  Sprecikels  Sugar  Refining  Co.,  beginning  the 
erection  of  a  refinery  at  Philadelphia  of  double  the  capacity  (2,000,000 
pounds,  daily)  of  his  San  Francisco  plant. 

The  completion  of  this  plant  in  1891  and  its  operation  seems  to 
have  brought  the  American  (who  had  by.  that  time  succeeded  the 
refineries  company)  to  terms,  for  in  March,  1891,  the  trade  war  on 
the  Pacific  coast  between  the  American  and  Spreckels  was  ended  by 
the  formation  of  the  Western  Sugar  Refining  Co.,  one-half  of  the 
stock  of  which  was  owned  by  Spreckels  and  the  other  half  by  the 
American,  to  which  company  was  leased  the  plant  of  the  two  former 
competitors;  viz,  the  California  Sugar  Refining  Co.  (Spreckels)  and 
Havemeyers  &  Elder  (American),  the  latter  company  being  closed  by 
the  lessee  and  kept  closed  until  destroyed  by  fire  in  1906.  This 
>  lease,  renewed  from  time  to  time,  is  still  in  force,  having  been  renewed 
up  to  December  31,  1917. 

Having  thus  effectually  settled  their  differences  and  destroyed  com- 
petition on  the  Pacific  coast,  the  "high  contracting  parties,"  the 
American  and  Spreckels,  turned  their  attention  eastward,  where  it 
will  be  remembered  Spreckels  had  made  a  strong  counter  demon- 
stration with  his  Philadelphia  concern,  the  Spreckels  Sugar  Refining 
Co.  In  November,  1891,  terms  of  complete  peace  and  amity  were 
agreed  upon  and  signed.  By  those  terms  Spreckels  agreed  to  sell 
45  per  cent  of  the  stock  of  his  Philadelphia  corporation  to  H.  O. 
Havemeyer,  T.  A.  Havemeyer,  and  John  E.  Searles,  at  par  for  cash, 
with  the  understanding  that  the  American  was  subsequently  to  pur- 
chase the  entire  capital  stock  at  two  for  one,  paying  therefor  in 
American  stock.  This  arrangement  was  carried  out  in  March,  1892, 
so  far  as  the  American's  part  of  the  transaction  is  concerned. 

So,  early  in  1892,  within  little  more  than  a  year  after  its  organiza- 
tion, the  American  Sugar  Refining  Co.  had  practically  destroyed  all 
competition  and  had  a  practically  complete  monopoly  of  the  sugar- 
refinmg  business  of  the  United  States  controlling  90  per  cent  of  the 
sugar  refining  industry. 

Other  instances  in  which  the  American  either  forestalled,  controlled, 
or  absorbed  competition  have  already  been  outlined  in  a  previous 
part  of  this  report  in  the  specifications  of  violations  of  the  antitrust 
law  numbered  from  3  to  21,  inclusive. 

Without  repeating  the  statements  contained  in  these  specifications 
in  each  case,  we  wish  to  call  attention  to  the  general  development  of 
the  industrial  policy  of  this  coi-poratio^n,  and  to  some  especial  and 
striking  instances  thereof. 
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By  March,  1892,  as  we  have  just  seen,  the  American  had  practically 
a  complete  monopoly  of  the  sugar-refming  industry  of  the  United 
States.  It  had  completely  absorbed  every  competitor  m  the  East, 
except  Nash,  Spalding  &  Co.,  and  in  the  West  it  had  acquired  a  one-half 
interest  in  the  Western  Sugar  Refining  Co.,  in  partnership  with 
Spreckels,  and,  through  the  agency  of  that  corporation,  the  complete 
control  of  the  industry  on  the  Pacific  coast  and  m  the  extreme  West. 

From  March,  1892,  up  to  1898  the  industrial  history  of  the  com- 
pany is  simply  a  recital  of  threatening  competitors  forestalled  or 
bought,  of  actual  competitors,  when  they  insisted  upon  entering  the 
business,  either  controlled  or  acquired,  of  the  organization  of  sub- 
sidiary companies  and  dependent  combinations  m  the  place  of  inde- 
pendent and  active  competitors;  of  a  powerful  monopoly,  shrewdly 
organized,  carefully  operated,  and  strongly  •maintained  against  all 
comers. 

ARBUCKLE    BROS. 

In  1898,  however,  stronger  competition  than    tJie  American  Co 
had  faced  since  the  days  of  the  elder  Spreckels  manifested  itself, 
when  Arbuckle  Bros.,  the  great  coffee  manufacturers,  having  a  disa- 
greement with  the  American's  president.  Havemeyer,  entered  the 
sugar-refining  business  in  New  York  City. 

Almost  coincidently  the  American  Co.  entered  the  coffee  business, 
purchasing  the  Woolson  Spice  Co.,  a  coffee  factory  at  Toledo,  Ohio. 
This  war  continued  with  varying  fortunes  until  (probably)  the  springy 
of  1903.  It  was  fierce  at  all  times.  The  Arbucldes  admit  duringits' 
continuation  they  lost  large  sums  of  money,  and  one  of  the  working 
partners  (Mr.  Gifmore)  stated  that  while  it.  lasted  the  American  not 
only  failed  to  make  any  profits,  but,  "according  to  common  rumor, 
had  expended  515,000,000  of  their  surplus  and  gone  into  the  market 
to  borrow  money."  The  head  of  the  firm  of  Arbuckle  Bros.,  Mr. 
John  Arbuckle,  expressly  denies  that  when  the  "war"  ceased  it 
did  so  because  of  any  express  agreement  between  Mr.  Havemeyer 
and  himself,  but  he  admits  numerous  conferences  between  them  in 
which  he  used  these  expressions:  "Gentlemen,  the  world  is  big 
enough  for  all  of  us,  but,  gentlemen,  we  must  have  no  agreement 
about  production,  or  prices,  or  anything.  I  always  had  that  ill 
mind."  And,  again,  suppose  you  do — suppose  you  do  bankrupt 
others.  Then  you  would  put  them  in  the  hands  of  a  receiver  and 
there  would  be  worse  competition  than  before." 

In  this  connection  it  is  worthy  of  note  that  another  independent 
refiner,  Mr.  C.  A.  Spreckels  (the  younger),  president  of  the  Federal 
Sugar  Refining  Co.,  testified  that  Mr.  Arbuckle  tried  to  get  him  to 
come  to  terms  with  Havemeyer  and  reduce  the  capacitv  of  the 
Federal :  that  Arbuckle  stated  that  he  and  Havemeyer  hacf  ' '  buried 
the  hatchet,"  intimating  that  the  agreement  had  fceen  reached  by 
the  reduction  of  production  of  the  Arbuckle  refinery,  and  urging 
the  same  course  upon  Spreckels.     This  Mr.  Arbuckle  denied. 

It  is  undoubtedly  true  that  about  1903  the  "war"  did  end,  and 
about  the  same  time  the  American  Co.  did  quit  the  coffee  business, 
closing  down  its  Toledo  coffee  business  and  finally  seUing  it  in  1910 
to  a  New  York  coffee  concern. 

Further,  it  is  admitted  that  since  1903,  to  use  the  language  of  Mr. 
Gilmore,  of  Arbuckle  Bros.,  a  state  of  "  armed  neutrality"  has  existed 
between  the  American  and  Arbuckle  Bros.,  and  it  is  quite  evident 
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that  such  an  understanding  exists  up  to  this  moment  between  the 
two  concerns. 

A  T'^^i  i''^^'^*  formidable  competition  for  the  American  Co.  after 
Axbuckle  Bros.,  seemed  to  threaten  from  the  beet-sugar  industry  of 
the  country.  Prior  to  the  passage  of  the  Dingley  tariff  law  of 
1897,  the  _  beet-sugar  production  of  the  United  States  had  been 
relatively  insignificant,  never  reaching  over  10,000  tons  (long)  prior 
to  1893  and  never  as  high  as  20,000  tons  prior  to  1895.  But  in 
1897-8  it  passed  40,000  tons,  and  by  1901-2  it  was  over  163,000 
tons,  one-half  as  great  as  the  domestic  production  of  cane  sugar  for 
that  year,  although  supplying  less  than  10  per  cent  of  the  total  con- 
sumption of  the  United  States. 

In  the  summer  of  1901  the  American  Sugar  Kefining  Co.  and  its 
allies  undertook  an  aggressive  campaign  against  the  beet-sugar 
companies,  who  were  then  31  in  number,  separate  and  independent 
concerns,  competitors  of  each  other  and  of  the  American  and  its  allies. 
This  war  seems  to  have  been  hottest  in  the  territory  supplied  by  the 
Missouri  River  points.  According  to  one  of  its  participants — Mr.  Ox- 
nard — the  American  lowered  the  price  of  sugar  to  3^  cents  overnight- 
October  1  or  October  2, 1901 — at  a  time  when  the  beet-sugar  people 
had  large  contracts  already  made  to  deliver  sugar  "  at  the  market.-" 

Finally  concluding  that  beet  sugar  "had  come  to  stay,"  the 
American  rapidly  and  completely  reversed  its  policy.  In  the  fall  of 
1901,  after  a  preliminary  inspection  of  the  field  had  been  made  for 
Mr.  Havemeyer  by  Mr.  Willett,  of  WiUett  &  Gray,  Ivlr.  Havemeyer, 
for  the  American,  deahng  with  Thomas  R.  Cutler,  who  represented  the 
Utah  Sugar  Co.,  acquired  a  one-half  interest  in  the  latter  concern, 
which  was  one  of  the  first  established  (though  under  a  different  cor- 
porate name)  of  the  beet-sugar  enterprises.  One  of  the  American's 
then  officials  (Mr.  Lowell  M.  Palmer)  says  the  American  dealt  first  with 
Tihe  Mormons  in  Utah  because  he  felt  "that  the  Mormon  Church,  in  a 
measure,  controlled  its  people,  and  that  we  (the  American)  would  be 
more  liable  to  get  sugar  beets."  This  was  the  beginning  of  a  com- 
prehensive campaign  of  beet-sugar  acquisitions  by  the  American. 

On  September  18,  1901,  the  capital  stock  of  the  American  Co.  was 
increased  from  seventy-five  to  ninety  millions  of  dollars,  and  this 
money  was  used  to  purchase  for  the  American  extensive  beet-sugar 
interests. 

The  minutes  of  the  directors  of  that  company  (p.  43)  of  Decem- 
ber 2,  1902,  contain  this  significant  entry: 

On  motion,  Messrs.  Havemeyer,  Thomas,  Palmer,  and  Donner  were  appointed  a 
committee  to  take  charge  of  the  purchase  and  management  of  beet-sugar  companies. 

The  minutes  of  both  the  board  of  directors  and  of  the  executive 
committee  of  the  American  teem  with  the  record  of  specific  transac- 
tions in  which  the  American,  fi-om  month  to  month  and  from  year  to 
year,  acquired  interest  in  its  beet-sugar  competitors. 

Finally,  by  1909,  the  American  had  acquired  large  interests  in 
11  of  the  beet-sugar  companies,  operating  32  factories,  and  producing 
about  64  per  cent  of  the  beet  sugar  of  the  country,  as  follows:  Four 
companies,  operating  11  factories  in  Michigan,  Iowa,  and  Ohio,  and 
prodfucing  about  50  per  cent  of  the  beet  sugar  of  those  States;  3 
companies,  operating  1 1  factories  in  the  Stetes  of  Colorado,  Montana, 
and  TsTebraska,  and  producing  67  per  cent  of  the  beet  sugar  of  those 
States  ■  3  companies,  which  operate  10  factories  in  the  States  of  Utah, 
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Idaho,  and  Oregon,  and  produce  all  of  the  beet  sugar  of  those  States; 
2  companies,  operating  3  factories  in  the  State  of  California,  and  pro- 
ducing 46  per  cent  of  the  beet  sugar  of  that  State. 

From  1909  to  the  present  time  the  situation  has  not  been  greatly 
altered,  as  will  be  observed  from  th§  following  tables  furnished  your 
committee  by  the  American  under  date  of  October  11,  1911 : 

American  Sugar  Refining  Co. 


Names  of  companies. 

Beet-sugar  investments. 

Book  value  of  present  holdings, 
Oct.  1,  1911,  after  depreciation 
for  sales  and  dividends. 

Par 
value. 

Original  cost. 

Common 
shares. 

Preferred 
shares. 

Common 
shares. 

Preferred 
shares. 

Total  book 
value. 

Michigan  Sugar  Co  . 

100 

10 

100 

100 

100 

100 

10 

100 

10 

26 

100 

100 

13,547,895.43 

300,000.00 

605,440.00 

405,650.00 

483,700.00 

7,087,824.40 

3,922,465.07 

1,161,925.00 

226,000.00 

465,750.00 

3,250,000.00 

1,864,687.60 

30,555 
30,000 
4,164jS 
4,165 
4,837 
40,440 

20,438 

21,074 
30,000 
5,193 
4,166 
4,837 
27,362. 

20,438 

$2,428,958.21 

Menominee  River  Sugar  Co. 
Continental  Sugar  Co 

285,000.00 
506,440.00 
405,660.00 

Carver  County  Sugar  Co 

Great  Western  Sugar  Co 

469,616.00 
4,052,287.07 
3,014,076.88 

705,433.60 

■66,092 

465,050 

12,757 

61,692 

466,050 

12,757 

Amalgamated  Sugar  Co 

Lewiston  Sugar  Co 

22,600 
14,860 
26,000 
75,000 

37, 103 
14,860 
25,000 

225,000.00 

203,874.93 

2,450,077.48 

Spreckels  Sugar  Co . . 



Total 

23,210,327.40 

261,601^ 

664,337 

169,574 

549,837 

14,735,313.07 

Table  relating  to  beet-sugar  companies  in  which  the  American  Sugar  Refining  Co.  is 

interested  (Oct.  1,  1911). 


Names  of  companies. 

Capital  stock 
issued. 

Amount  owned 

by  American 

Sugar  Refin- 

mgCo. 

Where  mcor- 
porated. 

O-wns  beet-sugar 
factories  at— 

Michigan  Sugar  Co 

/  -  1  $7, 471, 107 
\       2  3,703,600 

826,000 

1,500,000 

560,000 
600,000 

f     '10,544,000 
t     2  13,630,000 

$3,056,600 
2,043,800 

300,000 

519,300 

416,600 
483, 700 

2,735,200 
5,159,200 

JMichlgan 

do 

Ohio..: 

Iowa 

Minnesota... 

JNew  Jersey. 

Bay  City,  Mich 
Caro,  Mich. 
Crosswell,  Mich. 

Menominee  River  Sugar  Co 

Sebewaing,  Mich. 

Saginaw.  Mich. 

Alma,  Mich. 

Menominee,  Mich. 
(Fremont,  Ohio. 
^Fmdlay,Ohio. 
iBlissfleld,  Mich. 

Waverly,  Iowa. 

Iowa  Sugar  Co 

Great  Western  Sugar  Co 

Longmont,  Colo 
Loveland,  Colo. 
Fort  ColBns,  Colo. 
Fort  Morgan,  Colo. 

Blllhigs  Sugar  Co 

Eaton,  Colo. 
Greeley,  Colo. 
Windsor,  Colo. 
Sterling,  Colo. 
Billings,  Mont. 
Seotts  Blufl  Npbr 

Sootts  Bluff  Sugar  Co 1 

1              '1,470 
t       2  9,449,090 

2,661,400 

1,000,000 
746,826 

^000,000 

}utah 

....do 

....do 

California... 

....do 

Lehi,  Utah. 
Garland,  Utah 
Blackfoot,  Idaho. 

Amalgamated  Sugar  Co 

4,650,500 

1,275,700 

371,030 
371,250 

2,600,000 

Sugar  City,  Idaho. 

Nampa,  Idaho. 

Idaho  Falls,  Idaho. 

Ogden,  Utah. 

Logan,  Utah. 

La  Grande,  Oreg. 

Lewiston,  tJtah. 

Alameda,  Cal. 
/Spreckels,  Cal. 
\Wa1sonville,  Cal. 

Lewiston  Sugar  Co 

Alameda  Sugar  Co 

Spreckels  Sugar  Co 

■  Common. 


1  Frefeired. 
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The  above  table  differs  in  book  valuation  from  the  table  on  page  12. 
_  Of  these  11  companies,  the  American  owns  41  per  cent  of  the  cap- 
ital stock,  according  to  the  following  table  furnished  your  committee 
by  the  American  on  June  13,  1911 : 

The  American  Sugar  Refining  Co.'s  interests  in  beet-sugar  companies,  May  Z3,  1911. 


Names  of  companies. 


Kind  of 
stock. 


Alameda  Sugar  Co 

Spreckels  Sugar  Co 

Utah-Idaho  Sugar  Co , 

Amalgamated  Sugar  Co 

Lewiston  Sugar  Co 

Great  Western  Sugar  Co., 
including  Billings  Sugar 
Co.,  and  Scottsblufl. 

Uictiigan  Sugar  Co 

Iowa  Sugar  Co 

Carver  County  Sugar  Co 

Ilenominee  River  Sugar  Go. 
Continental  Sugar  Co 


Common. 

do... 

(Preterrcd 

\Common. 

Preferred 

Common. 

)....do... 
fPreferred 
(Common. 
\Preferred 

Common. 

....do... 

....do... 

....do... 


Par 
value 

of 
shares. 


$2S.  00 
100.00 
10.00 
10.00 
100.00 
10.00 

100.00 
100.00 

100.00 
100.00 
100.00 
100.00 
10.00 
100.00 


Capital  stock. 


Total 
issued. 


$745,825 

5,000,000 

9,449,090 

1,470 

2,551,400 

606,430 

10,544,000 
13,630,000 

7,471,107 

3,703,500 

560,000 

600,000 

825,000 

1,200,000 


56,883,617  23,183,990 


Owned 
by  Ameri- 
can Sugar 
Beflning 
Co. 


$371,250 
2,600,000 
4,650,500 


1,275,700 
226,000 

2,735,500 
5,159,200 

2,607,400 
2,043,800 
416,600 
483,700 
300,000 
415,440 


Per 

cent 

owned. 


+49 

50 

+49 


SO 
+37 

26 
38 

35 
55 
+75 
+80 
+36 
-35 


-41 


Production, 

campaign 

1910-11. 


Pounds. 
12,482,400 
68,452,800 
70,965,800 


25,801,300 
10,619,300 

■191,810,800 

•123,130,991 

7,486,330 

5,003,696 

6,135,688 

24,160,176 


546,049,181 


American 

Sugar 
Refining 
Co.'s  in- 
terest per 

stock 
holdings. 


Pounds, 

6,116,375 

34,226,400 

34,773,242 


12,900,660 
3,929,141 

63,297,564 

51,715,016 

5,614,747 
4,002,967 
2, 208, i 12 
8,456,062 


227,240,967 


The  production  of  these  1 1  beet  companies,  ia  which  the  American 
is  so  largely  interested,  was,  according  to  the  above  table,  546,049,181 
pounds,  which,  reduced  to  tons  (long),  would  be  243,750  tons.  These 
figures  were  for  the  season  of  1910-11,  and  it  appears  from  the  testi- 
mony of  Mr.  Truman  Palmer  (Hearings,  p.  2627),  secretary  of  the 
Beet  Sugar  Association,  that  the  total  production  of  all  the  beet- 
suga,r  companies  of  the  United  States  for  the  season  of  1910-11  was 
445,000  tons.  It  will  therefore  be  seen  that  the  beet  companies  in 
which  the  American  is  so  largely  interested  produced  during  that 
season  almost  54  per  cent  of  all  the  beet  sugar  of  the  United  States. 


PRESENT   CONDITIONS. 

Passing  to  the  consideration  of  present  conditions,  so  far  as  com- 
petition is  concerned  in  the  sugar-manufacturing  industry  of  the 
country,  we  call  your  attention  first  of  all  to  the  following  statement 
of  the  present  chief  executive  officer  of  the  American,  Mr.  Edwin  F. 
Atkins,  chairman  of  the  board  of  directors,  on  this  question  (see 
Hearings,  p.  43). 
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Table  showing  consumption  of  sugar  in  the  United  States  since  1900  and  a  comparison  of 
that  refined  by  the  American  Sugar  Refining  Co.  and  other  refiners. 


Years. 


1900, 
1901, 
1902, 
1903, 
1904, 
1905, 


Amount  of 

sugar 

reftoed. 


Barrels. 

13,943,136 

14,642,099 

16, 136, 698 

13,868,294 

16,787,584 

16,042,762 


Amount 
refined  by 
American 
Sugar  Re- 
fining Co. 


Barrels. 
9,378,234 
8,482,698 
9, 193, 434 
8,767,040 
9,748,761 
8,484,428 


Percentage 
refined  by 
American 
Sugar  Re- 
fining Co. 


67.30 
67.90 
56.97 
65.25 
68.07 
62.89 


Years. 


1906, 
1907, 
1908, 
1909, 
1910, 


Amount  of 

sugar 

refined. 


Barrels. 

17, 666, 195 

18,201,139 

19,341,779 

19,906,762 

21,010,803 


Amount 
refined  by 
American 
Sugar  Ee- 
finmg  Co. 


Barrels. 
9,014,419 
8,966,790 
8,731,430 
8,588,723 
8,853,670 


refined  by 
American 

Sugar  i^e- 

flnlng  Co. 


61.03 
49.27 
45.14 
43.14 
42.14 


Independents,  when  started,  and  production. 


McCahan,  1894,  600,000  barrels 

Arbuckle,  1899,  7-'iO,000  barrels 

Federal,  1904,  600,000  barrels 

Warner,  1908,  450,000  barrels 

National,  1900,  2,000,000  barrels 

Miscelianeous: 

Louisiana  planters . : 

,    California  and  Hawaiian,  Henderson,  Colonial,  Revere,  etc. 

'    Domestic  beet 

American  Sugar  Refining  Co 


Production 
of  independ- 
ents in  1909. 


Barrels. 

700,000 

1,900,000 

1,  .370, 000 

660,000 

2,170,000 

650,000 
1,950,000 
3,050,000 
8,588,723 


Production 
of  all  com- 
panies iu 
1909'. 


Per  sent 
Si.  25 

?;76 

6.30 
2.50 
10.00 

3.00 
9.00 
14.00 
43.14 


,No'iE.— The  amount  of  sugar  credited  to  the  American  Sugar  Refining  Co.  includes  one-half  of  the 
ainount  refined  by  the  Western  Sugar  Refining  Co.,  of  California,  in  which  the  American  Sugar  Refliiing 
Co?  has  a  one-half  interest.  The  figures  in  regard  to  the  production  of  the  American  Sugar  Refining  Co. 
are  taken  from  Willett  &  Gray's  Sugar  Statistics.  The  figures  in  regard  to  the  production  of  independents 
are  not  given  separately  by  Willett  &  Gray,  but  are  the  best  estimates  obtainable. 

Analyzing  the  above  table,  let  us  consider  how  independent  each 
of  the  so-called  independents  really  is : 

1.  McCahan,  beginning  business  in  1894,  produced  in  that  year 
600,000  barrels,  and  in  1909,  700,000  barrels. 

In  June,  1900,  the  MaCahan  Co.  sold  25  per  cent  of  its  capital  stock 
to  the  National  Sugar  Refining  Co.,  .of  New  Jersey,  in  which  the 
American  owns  a  very  large  if  not  a  controlling  stock  interest. 

2.  Arbuckle  Bros.,  beginning  business  in  1899,  and  now  producing 
1,900,000  barrels,  or  8.7  per  cent  of  the  total  refined  ptoduction  of  the 
country.  It  does  not  seem  to  your  committee  that  since  the  conclu- 
sion of  the  sugar-coffee  war,  in  1903,  between  the  houses  of  Havemeyer 
and  Arbuckle,  that  these  concerns  are  keen  competitors.  It  seems 
more  reasonable  to  conclude  from  all  of  the  evidence  that  a  condition 
of  "armed  neutrality"  exists  between  the  two,  and  that  the  two  con- 
cerns understood  each  other  very  well. 

3.  The  Federal,  of  which  Mr.  C.  A.  Spreckels  is  president,  began 
operations  in  1902,  according  to  its  president  (hearuigs,  p.  2220). 
Its  production  in  1909  was  1,370,000  barrels,  or  6.3  per  cent  of  the 
total  production  of  the  country.  We  believe,  from  the  evidence  pre- 
sented, that  the  Federal  is  independent  and  has  no  sort  of  an  under- 
standing or  agreement,  direct  or  indirect,  express  or  implied,  with 
the  American  or  its  allies,  or  with  any  other  competitor. 

4.  Warner,  beginning  business  in  1908  with  an  output  of  450,000 
barrels   and  producing  in   1909  550,000  barrels,  or  2.5  per  cent  of 
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the  total  product.  So  far  as  the  evidence  discloses  there  is  nothing 
to  show  but  that  this  company  is  just  as  independent  as  the  Federal, 
and  we  do  not  find  any  evidence  that  it  has  any  understanding  of 
any  kmd  with  any  competitor. 

5.  The  National,  established  in  1900,  and  producing  in  1909 
2,170,000  barrels,  or  10  per  cent  of  the  total  product  of  the  country. 
This  company  was  organized  by  H.  O.  Havemeyer,  through  James 
H.  Post,  in  1900,  as  an  ally  of  the  American,  which  bought,  soon 
after  the  organization  of  the  National,  51,280  shares,  of  the  par  value 
of  $5,128,000,  of  the  preferred  stock,  a  majority  of  the  total  issue 
(ten  millions)  thereof,  which  stock  it  has  lield  ever  since  and  now 
holds.  It  is  charged  that  the  issue  of  $10,000,000  worth  of  common 
stock  of  the  National  to  Henry  O.  Havemeyer  and  others  was  without 
consideration  and  that  the  whole  of  the  common  stock  of  the  National 
is  invalid.  That  question  is  now  being  stubbornly  litigated  in  the 
courts  of  New  Jersey,  and  we  have  no  desire  to  either  prejudge  or 
prejudice  that  case  by  any  expression  of  opinion. 

If  the  validitjr  of  tliis  National  common  stock  can  not  be  sustained, 
the  American  will  have  tlie  absolute  control  by  ownersliip  of  a  major-  . 
ity  of  all  the  valid  stock  of  its  largest  single  "competitor"  in  the 
United  States,  the  National.  Even  if  the  common  stock  of  the 
National  be  upheld,  it  seems  to  us  that  the  interest  of  the  American 
in  that  company  is  too  large  to  permit  the  two  companies  to  be  real 
competitors  of  each  other  or  to  justify  the  classification  of  the  National 
as  in  any  sense  a  competitor  of  the  American  as  a  refiner. 

6.  So  far  as  your  committee  can  discover,  the  Louisiana  Planters' 
Refining  Co.,  producing  650,000  barrels,  or  3  per  cent  of  the  total 
sugar  product,  is  independent,  and  the  same  thing  is  true  of  the 
Revere  at  Boston,  the  successor  of  Nash-Spalding  &  Co.,  but  the 
production  of  the  latter  company  is  an  insignificant  per  cent  of  the 
total  production,  being  only  about  350,000  pounds  daily. 

7.  The  California-Hawaiian :  The  president  of  this  company  claims 
that  it  is  absolutely  independent  and  that  it  has  no  agreement  for 
allotment  of  production  or  territory  with  anyone  (Hearings,  p.  3953), 
but  the  contract  of  April,  1903,  between  the  Western  Sugar  Refining 
Co.  (the  American)  and  the  California-Hawaiian  Sugar  Refining  Co., 
by  which  the  latter  closed  down  its  factory  and  went  out  of  business 
for  a  period  of  three  years,  ought  to  be  remembered  whenever  it  is 
sought  to  classify  the  California-Hawaiian  as  a  real  independent  and 
a  bona  fide  competitor  of  the  American  (or  the  Western).  In  this 
connection  it  seems  from  the  evidence  of  Mr.  C.  A.  Spreckels  (Hear- 
ings, p.  2230)  that  an  allotment  of  territory  and  of  product  exists 
between  the  Western  (American),  the  California-Hawaiian,  and  the 
Honolulu  Plantations  Co. 

8.  The  beet-sugar  companies:  These  are  classed,  all  of  them,  by 
Mr.  Atkins  as  "independent."  We  can  not  agree  with  this  classifica- 
tion. As  has  already  been  shown  in  this  report,  the  American  owns 
41  per  cent  of  the  stock  of  11  companies,  operating  many  beet  fac- 
tories, that  produce  54  per  cent  of  all  the  beet  sugar  of  the  United 
States.  Surely  these  11  companies,  representing  a  httle  more  than 
half  of  the  beet-sugar  production  of  the  country,  can  not  be  regarded 
as  real  "  competitors  "^  or  as  in  any  important  sense  independent  of 
the  American.  If  not,  then  of  the  14  per  cent  of  the  country's^  con- 
sumption of  sugar  that  is  produced  by  all  the  beet-sugar  companies,  a 
little  over  one-half — 7  per  cent— is  not  "independent  of  the  American 
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Sugar  Refining  Co."     As   to  the  remaining  beet-sugar  companies, 
producing  nearly  one-half,  or  46  per  cent  of  the  total  beet-sugar  pro-    , 
duction  of  the  country,  they  are  real  competitors  of  the  American    i 
Sugar  Refining  Co.     (Hearings,  pp.  1168  and  1201.)  ,     ,  u     i-u 

Revising,  in  the  light  of  the  evidence,  the  table  furnished  by  tbe 

American,  we  find:  •     ^i,     tt  -i-  j 

To  the  42.14  per  cent  of  the  production  of  sugar  m  the  united 
States  that  the  American  admits  is  its  own  should  be  added;  by 
any  fak  rule,  10  per  cent,  the  National's  production,  7  per  cent,  the 
production  of  the  beet-sugar  companies  in  which  the  Amencan  is 
mterested,  and  probably  3.25  per  cent,  the  McCahan  production. 
This  makes  a  total  of  20.25  per  cent,  which,  added  to  the  42.14  per 
cent  makes  a  total  of  62.39  per  cent  of  the  sugar  manufacturing  and 
refining  industry  of  the  United  States  which  is  either  directly  or 
indirectly  controlled  or  influenced  by  the  American,  and  we  ma,y  add 
further  that  the  evidence  discloses  that  competitors  not  within  the 
direct  influence  of  the  American  are  cautious  about  entering  into 
active  competition  with  it,  and  usually  fix  their  prices  in  a  comfortable 
'  vicinity  to  those  of  the  American. 

INCREASE    IN    PRICE    TO    CONSUMER. 

Your  committee  was  also  directed  to  report  whether  existing 
conditions  in  the  sugar  industry  "  have  caused  or  had  a  tendency  to 
cause  an  increase  in  the  price  of  refined  sugar  to  the  consumer." 

The  influence  of  combination  upon  tbe  price  of  refined  sugar  to  a 
very  large  extent  must  be  found  in  the  margin  between  the  price  of 
raw  sugar  and  that  of  refined  sugar.  The  price  of  raw  sugar,  which 
constitutes  by  far  the  greater  part  of  the  cost  of  refined  sugar,  is 
affected  by  causes  almost,  if  not  entirely,  beyond  the  control  of  any 
refiner  or  combination  of  refiners.  It  depends  primarily  on  supply 
and  demand  as  affected  by  world  condition  of  the  crop.  Under  con- 
ditions as  they  are  in  ther  United  States,  the  tariff  duty  imposed  by 
the  Government  on  raw  sugar  also  affects  the  price.  If  there  were 
no  combination  and  if  there  were  no  duty,  the  price  of  raw  sugar, 
and  consequently  of  refined  sugar,  might,  from  unfavorable  crop 
conditions  or  from  a  small  supply  to  meet  a  large  demand,  be  higher 
than  it  would  even  with  a  combination  of  manufacturers  or  a  high 
duty  but  with  bountiful  crops  and  a  supply  in  excess  of  demand. 

But  the  effect  of  combination  among  refiners  and  manufacturers 
of  raw  sugar,  and  the  presence  or  absence  of  healthy  competition,  is 
surely  reflected  in  the  variation  of  the  margin  between  the  prices  of 
raw  and  refined  sugar.  During  the  nine  years  prior  to  the  formation 
of  the  "sugar  refineries"  combination  the  margin  had  averaged 
nearly  $1.10  per  hundred  pounds,  but  in  the  four  years  preceding  the 
formation  of  that  organization  severe  competition  among  the  refiners 
had  reduced  it  to  an  average  of  79.6  cents  per  hundred.  In  1885  it  was 
71.2  cents  and  in  1886  it  was  78.1  cents  per  hundred  pounds.  (Testi- 
mony of  Mr.  Atkins,  Hearings,  p.  125.)  In  1887,  prior  to  the  forma- 
tion of  the  "trust,"  76.8  cents;  in  1888,  when  the  refiners'  trust  had 
become  well  organized,  it  was  $1.25;  in  1889  it  was  $1,207.  In  1890, 
because  of  the  competition  of  Philadelphia  independents  (testimony 
of  Atkins,  Hearings,  p.  126,  and  of  Spreckels),  it  fell  to  72  cents,  rising 
to  82.8  cents  in  1891  and  to  $1,035  in  1892,  after  the  Philadelphia 
independents  were  purchased  by  the  American.     In   189.^   it   was 
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f  1-153;  in  1894  it  was  88  cents;  1895,88.2  cents;  in  1896,  90.8  cents; 
m  1897,  94.6  cents.  The  drop  between  1893  and  1894  and  the  years 
immediately  following  can  probably  be  accounted  for  because  o'f  the 
higher  price  of  raw  sugar  during  those  years  and  the  consequent 
greater  value  of  the  5  per  cent  of  waste  in  refining. 

In  1898  the  refiner's  margin  fell  rapidly  to  73  cents  and  in  1899  to 
50  cents,  the  effect  of  the  sharp  competition  of  Arbuckle.  In  1900, 
when  the  Arbuckle  "war"  was  not  quite  so  fierce,  it  rose  to  75.4 
cents.  In  1901,  when  there  was  practical  peace  with  Arbuckle,  it 
.  rose  to  $1,003.  It  was  91.3  cents  in  1902,  91.8  in  1903,  79.8  in  1904, 
the  probable  effect  of  beet-sugar  production,  relatively  slight,  being 
shown  particularly  in  the  last  year.  In  1905,  by  which  time  the 
American  had  acquired  a  large  interest  in  beet  sugar,  it  rose  to  97.8 
cents;  in  1908,  88.4  cents;  1909,  75.8  cents;  in  1910  it  was  78.4  cents; 
and  in  1911  it  was  89.2.  It  is  worthy  of  note  in  connection  with  the 
figures  for  the  years  1904  to  1909,  inclusive,  during  which  the  refiner's 
margin  ranged  lower,  with  the  exception  of  the  year  1905,  than  the 
years  immediately  preceding  them,  that  the  American  was  subjected 
to  the  active  and  progressive  competition  of  independents. 

It  is  especially  worthy  of  note  that  in  1889,  when  the  refiner's 
margin  was  $1.25,  the  Sugar  Eefineries  Co.  had  a  practical  monopoly, 
controlling  75  per  cent  of  the  production.  By  1903  it  will  be  remem- 
bered that  the  American  had  secured  control  of  nearly  90  per  cent 
of  the  industry,  and  during  that  year  the  refiner's  difference  was  the 
highest  in  the  history  of  the  industry  since  1889,  being  $1,153. 

The  climax  of  the  Arbuckle  competition  is  reflected  in  the  margin 
of  50  cents  for  the  year  1899,  the  lowest  in  the  history  of  the  industry. 

The  influence,  both  of  the  beet-sugar  companies  and  of  the  Federal 
and  of  Warner's,  is  reflected  in  the  somewhat  lower  margins  pre- 
vailing since  1904,  and  including  that  year. 

That  the  price  of  refined  sugarhad  been  kept  up  in  order  to  pay 
dividends  on  bounteously  watered  stocks  is  also  evident  when  we 
come  to  consider  overcapitalization,  which  we  will  carefully  examine 
in  another  part  of  this  report. 

That  the  overcapitalization  of  these  corporations  and  the  payment 
of  dividends  on  watered  stocks,  so  that  the  same  might  acquire  a 
market  value,  has  necessitated  excessive  profits  on  the  real  capital 
invested,  and  has  consequently  occasioned  higher  prices  for  the  pro- 
duct and  heavier  taxation  of  the  consumer,  can  hardly  be  questioned 
by  anyone  who  conscientiously  investigates  conditions  in  this  great 
industry.  To  what  exact  extent  this  has  increased  the  price  of 
refined  sugar  to  the  consumer  it  is  absolutely  impossible,  to  accurately 
estimate  or  exactly  state,  but  that  the  increase,  for  that  reason,  is 
considerable  can  not  be  disputed. 

The  contention  of  the  American  Stigar  Refimng  Co.,  that  because 
sugar  costs  the  consumer  less  to-day  than  it  did  when  that  corpora- 
tion was  organized,  therefore  the  existence  and  operation  of  the 
corporation  has  benefited  rather  than  injured  the  consumer,  we  regard 
as  unsound.  Such  a  contention  entirely  ignores  most  important 
considerations,  such  as  improvement  in  the  processes  and  reduction 
in  the  cost  of  refining  and  manufacturing  durmg  that  period  of  time ; 
the  greater  supply  of  raw  material;  improved  methods  of  cultivating 
sus&T  cane  and  sugar  beets;  and  a  perfect  host  of  conditions  that 
are  entirely  independent  of  the  existence  of  the  American  or  any 
other  sugar  refining  or  manufacturing  company. 
H.  Kept. ' ,  62-2 2 
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Besides,  in  the  last  20  years  the  reduction  in  price  has  been  world- 
wide, embracing  ia  its  scope  all  the  countries  of  the  earth,  fromthe 
most  enlightened  to  the  most  barbarous;  and  surely  no  American 
corporation  can  claim  that  it  accomplished  this  result  in  countries 
where  it  has  no  busiaess  and  where  its  very  name  is  practically 
unknown.  In  the  opinion  of  your  committee,  the  reduction  in  the 
price  of  sugar  in  the  last  20  years  to  the  American  consumer  did  not 
come  because  of  the  organization  and  operation  of  the  American 
Sugar  Eefuiing  Co. 

In  connection  with  its  investigation  of  sugar  prices,  your  commit- 
tee, through  the  courtesy  of  the  Department  of  State,  has  had  the 
reports  on  the  wholesale  and  retail  prices  of  sugar  from  every  coun- 
try on  earth  where  our  Government  maintains  a  consular  service. 
These  tables  of  foreign  prices  are  submitted  as  a  part  of  this  report, 
and  we  herewith  submit  an  analysis  of  same.  (See  Hearings,  pp. 
3575  to  3862.) 

We  invite  attention  to  the  following  table,  showing  comparative 
wholesale  prices  on  raw  and  refined  sugar,  with  the  duty  added,  and 
without  the  duty,  in  the  countries  named: 

Year  1910,  average  quotations,  net  cash,  in  cents  per  pound. 


Country. 


Whole- 

Raw in 

Tax  re- 

sale 

bond. 

fined. 

refined 
tax  paid. 

2.848 

0.400 

4.101 

2.6S6 

1.610 

5.150 

2.593 

3.498 

7.298 

3.134 

2.380 

6.450 

2.840 

1.900 

4.972 

Refined 
in  bond. 


England 

Germany 

Austria 

France 

United  States 


3.706 
3.640 
3.800 
4.070 
3.632 


We  conclude  this  portion  of  our  report  with  a  quotation  from  the 
Keport  of  1911  of  the  British  Board  of  Trade  on  the  Cost  of  Living  in 
the  Principal  Cities  of  the  United  States. 

That  report,  from  an  investigation  made  in  1 909,  says : 

The  general  uniformity  prevailing  in  the  price  of  sugar  is  a  reflection  of  the  extensive 
control  exercised  over  this  particular  market  by  a  single  company. 


DECREASE   IN   THE   PRICE   TO   THE   PRODUCER. 

Your  committee  was  also  directed  to  report  whether  or  not  existing 
conditions  in  the  sugar  industry  "have  caused  or  had  a  tendency  to 
cause  a  decrease  in  the  price  of  sugar  cane  or  sugar  beets  to  the  pro- 
ducer thereof." 

SUGAR   CANE. 

Practically  all  of  the  cane  from  which  sugar  is  refined  that  is  pro- 
duced in  the  United  States  is  produced  in  the  State  of  Louisiana.  In 
the  sugar  campaign  of  1910-11  the  production  of  cane  sugar  in  the 
United  States  was  311,000  long  tons,  all  of  which,  except  a  few 
thousand  tons  produced  in  Texas,  came  from  Louisiana.  La  Louisi- 
ana there  are  three  sugar  refineries  in  actual  operation.  The  great 
Chalmette  factory  of  the  American,  at  New  Orleans,  opened  in  1909, 
with  a  daily  melting  capacity  of  12,000  barrels;  the  Henderson 
refinery,  at  New  Orleans,  with  a  capacity  of  about  1,000  barrels  per 


AMEEICAN   SUGAR   EEPINING   CO.   AND   OTHERS.  19 

day;  and  the  Colonial,  operated  by  Howell  &  Co.,  at  Gramercy,  with 
a  capacity  of  not  exceeding  2,000  barrels  per  day. 

The  Louisiana  cane  producers  contend  that  they  have  never 
received  fair  treatment  from  the  American  in  the  sale  of  raw  sugar, 
that  company  "paying  as  httle  as  possible"  therefor.  (Hearings,  p. 
1841.)  An  effort  by  the  Federal,  only  partially  successful,  to  pur- 
chase raw  sugar  ua  November,  1907,  was  promptly  resented  by  the 
American,  that  company  boycotting  for  a  time  those  persons  who 
sold  to  the  Federal  at  a  price  higher  than  the  American  would  pay. 
(Hearings,  pp.  1844-1845.) 

The  American  evidently  resented  this  invasion  of  a  market  they 
regarded  as  peculiarly  their  own,  and  even  since  the  death  of  Mr. 
Havemeyer,  m  December,  1907,  the  pohcy  of  the  company  does  not 
seem  to  have  changed  until  the  crop  of  1911  and  1912.  (Hearings, 
p.  1845.)  In  1909  and  1910  certain  of  the  Louisiana  producers  sought 
to  avoid  this  trouble,  as  well  as  to  obtain  a  higher  price  for  their  raw 
sugar,  by  selling  the  same  to  Arbuckle  Bros.,  delivered  in  New  York. 
Tms  resulted  in  raising  the  New  Orleans  price  of  raw  sugar  15  points. 
(Hearings,  p.  1846.)  The  Louisiana  producers  complain  that  the 
American  consistently  and  continually  kept  the  New  Orleans  market 
for  raw  sugar  a  quarter  of  a  cent  under  New  York  quotations,  being 
enabled  to  do  so  because  they  had  no  strong  competition  and  were 
strong  enough  to  keep  competitors  out  of  the  New  Orleans  market. 
The  producers  also  contend  that  the  American  invariably  keeps  the 
New  Orleans  market  for  raw  sugar  at  least  15  cents  a  hundred  below 
the  New  York  market,  that  being  about  the  amount  of  the  freight  rate 
between  the  two  cities.  The  American  admits  this  difference  in  price 
between  the  two  markets,  but  insists  that  it  is  a  fair  difference  because 
its  factory,  the  Chalmette,  will  not  refine  more  than  75,000  tons  of  the 
]  80,000  tons  of  Ijouisiana  sugar,  that  the  American  purchases  each 
year.  (Hearings,  p.  2441.)  From  the  evidence  of  Mr.  Willett  it 
appears  that  this  difference  was  not  maintained  for  the  crop  marketed 
in  1911.     (Hearings,  p. .) 

It  appears  that  of  the  300,000  tons  of  Louisiana  raw  sugar  the 
American  buys  about  63  per  cent,  about  20  per  cent  goes  into  direct 
consumption  as  plantation  sugars,  and  about  17  per  cent  is  bought 
by  the  Colonial,  Henderson,  and  occasionally  other  buyers.  (Hear- 
ings, p.  2440.) 

It  seems  to  your  committee  that  the  American  takes  every  advan- 
tage of  the  Louisiana  producer  that  the  absence  of  strong  competi- 
tion enables  it  to  take,  as  might  be  expected,  and  that  its  defense 
that  at  least  the  freight  rate  to  New  York  (15  points)  ought  to  be 
deducted  from  the  New  York  price  for  sugar  sold  at  New  Orleans, 
because  its  New  Orleans  factory  will  not  refine  much  more  than  40 
per  cent  of  its  purchase  of  Louisiana  raw  sugar,  was  disingenuous  and 
unfair,  when  we  realize  that  the  American,  in  accordance  with  its 
general  policy,  only  buys  raw  sugar  at  New  Orleans  in  excess  of  its 
requirements  for  its  New  Orleans  refinery  when  in  its  judgment  raw 
sugar  is  a  good  purchase  and  it  will  be  profitable  to  hold  it  until  the 
price  advances  so  that  the  refiner  can  make  a  larger  profit.  (Hear- 
mgs,  pp.  2441-2460.) 

Compared  to  the  American,  both  Henderson  and  the  Colonial  are 
so  small  and  weak  that  they  do  not  afford  strong  competition  and 
leave  the  Louisiana  producer  at  the  mercy  of  the  American  to  a  large 
extent. 
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INSULAR    CANE    SUGAR. 

In  the  Hawaiian  Islands  the  sugar  planters  are  thoroughly  organ- 
ized and  able  to  protect  themselves.  A  majoritjr  of  the  "independ^ 
€nt"  sugar  planters  have  formed  a  combination  known  as  the 
Factor's  Co.,  disposing  of  their  product  as  a  whole,  usually  to  the 
Cahfornia-Hawauan  Co.  of  San  Francisco,  which  they  own  and  con- 
trol. That  company  in  turn  is  charged  with  having  an  understand' 
ing  with  the  Western  (one-half  owned  by  the  American),  and  at  one 
time,  as  we  have  already  reported,  made  a  contract  with  the  latter 
company  for  the  closing  down  of  its  refinery  for  a  period  of  three 
years.  The  Factor's  Co.  sells  in  New  York  to  the  American  exclu- 
sively, and  competitors  of  the  American  complain  that  the  Factor's 
Co.  will  not  sell  to  them,  even  at  a  better  price. 

Besides,  the  American  and  it  s  allies,  John  D.  Spreckels  and  A.  B. 
Spreckels,  seem  to  own  most,  if  not  all,  of  Hawaiian  plantations  that 
are  not  in  the  Factor's  combination,  so  that  the  Hawaiian  sugar 
planters  seem  to  have  very  close  relations  with  the  American's 
system.  What  effect  the  American  Co.'s  recent  sale  of  its  interest 
in  the  San  Francisco  refining  business  may  have  on  this  situation 
we  can  not  say. 

So  far  as  the  evidence  we  have  taken  shows  there  has  been  no  com- 
plaint of  unfair  treatment  by  the  American  Co.  or  any  other  refiners 
of  the  sugar  planters  of  Porto  Rico  or  the  Philippines.  It  does  appear, 
however,  that  certain  gentlemen  who  are  now  or  were  until  recently 
either  directors  or  closely  allied  to  the  American  have  acquired  consid- 
erable interests  in  the  sugar  industry  of  Porto  Rico,  of  the  Philippine 
Islands,  and  of  Cuba,  llie  gentlemen  referred  to  are  Messrs.  Charles 
H.  Senff,  Edwin  F.  Atkins,  Horace  Havemeyer,  and  James  H.  Post, 
president  of  the  National. 

BEET    SUGAR. 

Your  committee  reports  that  the  evidence  as  taken  does  not  disclose 
combinations  between  manufacturers  in  the  beet-sugar  industry  that 
have  caused  or  had  a  tendency  to  cause  a  decrease  in  the  cost  of  sugar 
beets  thereof.  In  California  the  price  of  beets  in  1911  was  $5.30  per 
ton  of  beets  grading  16  per  cent,  and  a  contract  has  been  made  for  an 
increase  of  75  cents  per  ton  for  the  year  1912.     (Hearings,  p.  3873.) 

In  Utah  and  Idaho  the  ruling  price  is  $5  per  ton  and  freight,  which 
makes  the  beets  cost,  delivered  at  the  factory,  over  $5.60  to  $5.65 
per  ton.     (Hearings,  p.  797.) 

In  Colorado  and  Nebraska  the  price  averages  from  $5.50  per  ton 
to  $6.50  per  ton.     (Hearings,  pp.  400,  888.) 

In  Michigan  and  Ohio  the  customary  contract  calls  for  a  payment 
by  the  factory  of  $4.50  per  ton  for  beets  testing  12  per  cent  sugar 
with  33i  cents  per  ton  for  each  additional  per  cent  of  sugar  in  the 
beets,  with  a  minimum  guaranty  of  $5  per  ton.     (Hearings,  p.  719.) 

Under  such  form  of  contract,  coupled  with  the  freight  charges  paid 
by  the  factory,  the  average  price  paid  by  one  of  the  leading  Michigan 
companies  m  1910  was  $6.91  per  ton.     (Hearings,  p.  712.) 

These  figures  represent  an  increase  in  price  to  the  farmer  for  his 
beets  over  the  price  of  former  years.  This  increase  has  been  largely 
caused  by  improved  methods  of  culture  and  increasing  sugar  con- 
tents of  the  beets,  though  doubtless  accelerated  by  the  demand  of 
the  farmer  for  higher  prices. 
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GENERAL    FINDINGS. 

Your  committee  was  also  directed  to  "report  all  the  facts  and 
circumstances  disclosed  by  the  investigation,"  together  "with  such 
recommendations  as  it  may  deem  advisable." 

In  our  endeavor  to  comply  with  the  resolution  of  the  House  and 
make  the  investigation  ordered  by  it  we  have  spent  many  weeks 
taking  testimony,  both  oral  and  documentary,  aU  of  which  has  been 
carefully  reported  and  printed  and  is  herewith  submitted  in  connec- 
tion with  this  report. 

We  deem  it  proper,  however,  in  addition  to  the  special  findings 
already  made,  to  call  the  attention  of  the  House  to  certain  striking 
features  of  the  situation  in  the  sugar  industry  as  disclosed  by  our 
own  investigation  and  to  submit  certain  recommendations  in  respect 
thereto. 

SUGAR    INDUSTRY    OP    THE    WORLD    AND    OF    THE    UNITED    STATES. 

In  1870  the  sugar  production  of  the  world  was  approximately 
2,500,000  long  tons,  two-thirds  of  which  was  made  from  cane  and 
one-third  from!  the  beet.  Nearly  all  of  his  beet  sugar  was  produced 
in  France,  Germany,  Austria,  and  Russia.  The  United  States  pro- 
duced that  year  omv  407  tons  of  beet  sugar,  a  negligible  quantity. 
(Hearings,  pp.  2624,''2625.) 

In  1870  refined  sugar  normally  sold  wholesale  at  13^  cents  a  pound 
in  the  United  States  (or  about  1 1  cents  a  pound  if  we  allow  for  depre- 
ciated currency),  and  in  the  United  States  the  consumption  was 
35J  pounds  per  capita.     (Hearings,  p.  44.) 

In  the  year  1910  the  world's  production  of  sugar  was  almost 
17,000,000  tons.  Of  this  amount  almost  one-half  (49.5  per  cent)  was 
cane  and  just  a  Httle  over  one-half  (50.5  per  cent)  was  beet  sugar. 
(Hearings,  pp.  2624-2899.) 

The  principal  sources  of  supply  were : 

European  beet  sugar  (about) 8,000,000 

Cuban  cane  sugar  (about) "'^'oKn  nnn 

Java  cane  sugar  (about) : 1>  250, 000 

Continental  tjnited  States,  beet  and  cane  sugar  (about) 800, 000 

Island  possessions  (about) 850, 000 

The  largest  sugar-consuming  countries  of  the  world  were  the  United 
Kingdom  (86.3  pounds  per  capita)  and  the  United  States  (81.6  pounds 
per  capita).     (Hearings,  p.  2695.) 

.    In  the  United  States  in  1910  the  price  of  refined  sugar  at  wholesale 
was  normally  4.97  cents  a  pound.     (Hearings,  p.  176.) 

Besides  the  absolute  prices  of  sugar  there  is  another  fact,  viz,  the 
diflferentiation  of  sugar  prices  from  the  prices  of  other  commodities. 
This  is  shown  by  the  following  table  (Hearings,  p.  3600). 
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[From  the  London  Economist  of  Deo.  23, 1911.] 
Comparison  of  English  and  American  price-index  numbers,  average  for  1891-1900=100. 


United  Kingdom. 

United  States. 

Articles. 

1894-1898 

1906-1910 

Percent- 
age, 
increase  or 
decrease. 

1894-1898 

1906-1910 

Percent- 
.     age, 
mcrease  or 

decrease. 

Food: 

Wheat 

94.8 
93.0 
89.4 
98.6 
96.2 
87.8 
94.6 
95.6 

91.0 
96.0 
92.4 
80.2 
90.8 
103.8 
97.0 
97.8 

110.9 
103.8 
127.8 
103.4 
117.4 
84.0 
113.6 
111.6 

102.6 
123.0 
140.4 
191.2 
154.0 
106.2 
109.2 
124.0 

+  13i 
+  11 
+  3H 
+    fi 
+  22 
—    4 
+  20 
+  16J 

+  13 
+  28 
+  52 
+139 
+  70 
+    2i 

+  m 

+  26J 

95.8 
86.1 
87.0 
83.3 
98.8 
94.2 
90.1 
89.9 

91.6 
85.0 
86.1 
81.2 
91.1 
83.4 

132.8 
160.3 
153.7 
114.8 
129.4 
102.0 
156.9 
126.8 

126.8 
132.0 
127.2 
186.5 
156.1 
120.6 

+  38 

Oats                     

+  86 

Maize 

+  77 

Potatoes  . 

+  38 

Beef 

+  31 

Suear             

+    S 

Porli                                   

+  74 

Butter  

+  41 

Materials: 

Coal 

+  38 

+  55 

+  48 

+130 

Cotton      .         

ilil 

Wool 

Flax           

111.15 

178.4 

+  60 

It  may  be  noted  in  this  connection  that  at  the  end  of  each  year  the 
world  has  a  surplus  of  from  700,000  to  1,000,000  tons  of  sugar. 
(Hearings,  p.  3562.) 

In  the  United  States  in  1910  the  total  consumption  of  sugar  was 
about  3,500,000  tons,  which  came  from  the  foUowmg  sources: 

Domestic  cane  (Louisiana  and  Texas) tons. .      333, 000 

Domestic  beet  (the  Western  States) do 457,000 

Domestic  maple  and  molasses  (Louisiana  and  the  West) do 15, 000 

Total  domestic do 805, 000 

Insular  possessions: 

Hawaii tons. .  459, 000 

Porto  Rico do 277, 000 

The  Philippines do 96,000 

Total ..tons..      832, 000 

Cuba do. ...  1,  640, 000 

All  other  countries do 73, 000 

.    Total  United  States  consumption do 3,350,000 

(Hearings,  pp.  2651,  2652,  2718.) 

The  cost  of  manufacturing  beet  sugar  is  lowest  in  Germany,  where 
the  industry  has  also  been  longest  estabhshed  and  most'  highly 
developed.  In  the  sugar-crop  year  of  1908-9,  according  to  the  famous 
EngHsh  sugar  expert,  Mr.  George  Martineau,  the  cost  of  producing  a 
pound  of  beet  sugar,  raw,  ranged  from  1.96  to  2.07  c^nts.  (Hearings, 
pp.  2693  and  2794.)  Adding  the  cost  of  refining,  about  0.40  cent  per 
pound  (Hearings,  pp.  3804-3813),  the  cost  of  producing  refined  beet 
sugar  m  Germany  would  be  from  2.36  to  2.47  cents  per  pound,  an 
average  of  2.41^  cents  per  pound. 

At  one  time,  under  the  stimulus  of  a  boimty  system  that  was  about 
to  end  (in  1902),  the  Hamburg  export  price  for  raw  beet  sugar  fell 
to  1.79  cents  per  pound. 

In  stating  the  average  cost  of  refined  beet  sugar  made  in  the  United 
States,  we  give  first  the  figures  of  Mr.  Palmer,  secretary  of  an  asso- 
ciation of  the  principal  beet-sugar  companies  (Hearings',  p.  2630) : 

The  cost  of  production  of  beet  sugar  per  pound  in  this  country, 
Mr.  Palmer  states,  is  as  follows : 
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C3ents. 

1889 4.25 

1904 3.86 

1909 3.67 

The  figures  of  the  cost  of  beet  production  since  the  last  date  given 
by  Air.  Palmer  (1909)  we  have  obtained  from  the  financial  reports 
made  by  the  11  beet-sugar  companies  in  which  the  American  is  inter- 
ested to  that  corporation.     (Hearings,  p.  2379.) 

These  reports  show  (Hearings,  p.  2379),  for  the  Michigan  Sugar 
Co.,  $3.48  a  hundred;  for  the  Great  Western  Sugar  Co.,  $3.43  per 
hundred;  for  the  Billings  Sugar  Co.,  $3.49  a  hundred;  for  the  Scotts- 
bluiT  Sugar  Co.,  $3.85;  for  the  Amalgamated,  $3.05;  for  the  Lewiston, 
$3.03;  for  the  Utah-Idaho,  $3.53;  for  the  Alameda,  $4.32;  for  the 
Spreckles,  $2.70;  for  the  Menominee,  $4.39;  for  the  Contmental, 
$4.08;  for  the  Iowa,  $5.14;  for  the  Carver  County,  $3.75.  When  the 
production  of  each  of  these  factories  is  considered  (Hearings,  p.  100), 
the  average  cost  is  found  to  be  3.54  cents  per  pound. 

Let  us  turn  to  the  cane  situation.  It  seems  that  some  territory 
best  adapted  to  the  cultivation  of  sugar  cane  produces  raw  cane 
sugar  at  a  cost  of  about  IJ  cents  per  pound,  and  it  must  not  be  for- 
gotten in  this  connection  that  cane  siigar  brings,  w.hen  refined,  a 
shghtly  higher  price  than  beet  sugar  in  our  markets  in  open  compe- 
tition with  beet  sugar. 

The  celebrated  Dutch  sugar  expert,  Mr.  Princen-Geerligs,  stated 
in  1908  (Hearings,  p.  2797)  that  Java  was  rapidly  conquering  the 
sugar  market  of  the  Orient  and  could  make  raw  sugar  at  1^  cents  per 
poimd.  This  same  authority  is  responsible  for  the  statement  that 
with  modern  methods  the  Philippine  Islands  "can  do  much  better 
than  Java." 

Mr.  Walker,  the  Philippine  sugar  expert,  in  a  report  recently  made 
to  the  Philip.pine  Government,  states  that  84  per  cent  raw  cane  sugar 
is  being  produced  at  Negros,  P.  I.,  at  a  cost,  including  transporta- 
tion to  Iloilo,  of  three-quarters  of  a  cent  per  pound.  (Hearings,  p. 
2798.)  Reduced  to  a  basis  of  96°  sugar,  this  would  represent  a  pro- 
duction cost  of  If  cents  per  pound. 

From  the  testimony  of  Mr.  James  H.  Post,  president  of  the  Na- 
tional and  treasurer  of  the  Cuban-American  Sugar  Co.,  raw  cane 
sugar  is  produced  in  Cuba  at  2  cents  per  pound  (Hearings,  p.  515) 
and  can  be  produced  at  a  lower  cost  than  this. 

On  the  other  hand,  the  sugar  planters  of  Louisiana  contend  that 
they  can  not  produce  raw  cane  sugar  at  a  cost  of  less  than  3f  cents' 
per  pound.  (Hearings,  p.  1781.)  The  cost  of  refining  raw  cane 
sugar  in  the  United  States  is  probably  about  one-half  cent  per  pound.' 
THearings,  pp.  140,  209,  541,  1149,  1150,  and  2260.)  .       ; 

To  the  cost  per  pound  of  raw  cane  sugar,  m  each  mstance  given 
above,  should  be  added  the  cost  of  refining  whenever  comparison  is 
sought  to  be  made  between  refined  cane  sugar  and  refined  beet  sugar.' 
This  cost  of  refining  cane  sugar  appears  to  be  about  one-half  cent 
per  pound  in  this  country.     (Hearings,  pp.  140,  209,  540,  and  2260.) 

OVEEOAPITALIZATION. 

The  original  combination  among  the  sugar  refiners,  organized  iii' 
1887,  and  known  as  the  "Sugar  Refineries  Co.,"  was  capitalized  at 
$50,000,000,  though  it  was  agreed  that  15  per  cent  of  the  stock,  or  seven 
and  a  half  millions,  par  value,  should  be  reserved  as  "treasury  stock." 
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This  stock  was  actually  issued  to  the  various  corporations  forming 
the  refineries  company,  in  accordance  with  the  statement  immedi- 
ately following  that  was  furnished  to  your  committee  on  October  3, 
1911,  by  the  American  Sugar  Eefining  Co. 

The  companies  going  into  the  combination  and  the  amount  of 
certificates  of  stock  wmch  they  received  from  the  Sugar  Refineries 
Co.,  after  deducting  the  15  per  cent,  was  as  follows: 

Havemeyer  &  Elder  Sugar  Refining  Co $14, 322, 500 

Brooklyn  Sugar  Refining  Co 3,  612, 500 

De  Castro  &  Conner  Sugar  Refining  Co 2,  677,  500 

Matthiessen  &  Wiechers  Sugar  Refining  Co 5,  525, 000 

Havemeyer  Sugar  Refining  Co 4,  675, 000 

Dick  &  Meyer  Co 2, 550, 000 

Moller  &  Sierck  Co 912, 500 

Oxnard  Bros.  Co 637, 500 

Standard  Sugar  Refining  Co 2, 295, 000 

Boston  Sugar  Refining  Co 1,  657, 500 

Bay  State  Sugar  Refining  Co 892, 500 

Continental  Sugar  Refining  Co 765, 000 

St.  Louis  Sugar  Refining  Co 755, 000 

Louisiana  Sugar  Refining  Co 922,  500 

Planters'  Sugar  Refining'Co 837, 500 

Forest  City  Sugar  Refining  Co 325, 000 

Making  a  total  of 43, 362, 500 

Stock  sold  to  make  improvements  upon  several  companies  and  a  stock 
dividend  of  8  per  cent  afterwards  declared 3, 649, 000 

Making  a  total  of 47,  Oil,  500 

There  was  also  apparently  purchased  out  of  this  authorized  issue 
of  $50,000,000,  either  by  an  exchange  of  stock  or  in  cash,  the  Ameri- 
can Sugar  Refinery  Co.  (the  San  Francisco  company),  at  $1,500,000, 
North  River  Sugar  Refining  Co.,  $595,000,  and  organization  ex- 
penses, $750,000;  unissued,  $143,500;  total,  $50,000,000. 

John  E.  Searles  bought  the  North  River  Sugar  Refining  Co.  for 
$325,000,  and  it  went  into  tlie  Refiners'  Trust  at  an  agreed  valuation  of 
$700,000,  less  15  per  cent  of  treasury  stock  to  be  reserved,  or  $595,000 
net.  (Testimony  of  George  H.  Moller  and  John  E.  Searles,  in  case 
of  N.  Y.  V.  North  River  Sugar  Refining  Co.,  121  N.  Y.  Court  of 
Appeals,  502.) 

The  Bay  State,  a  corporation  with  a  capital  of  about  $450,000,  went 
in  at  a  valuation  of  something  over  $900,000  (Hearings,  p.  5),  exactly 
at  $1,050,000  gross,  or  at  $892,500  net.  (Fifteen  per  cent  treasury 
stock  reserved,  according  to  above  statement.) 

Oxnard  Bros,  sold  a  refinery  to  the  combination  that  had  not  cost 
them  more  than  $200,000  for  $750,000,  which,  with  the  15  per  cent 
deducted,  netted  them  $637,500  in  trust  certificates.  (Efearines, 
p.  371.)  ^' 

Havemeyer  &  Elder  Sugar  Refining  Co.  and  De  Castro  &  Donner 
Sugar  Refining  Co.,  of  both  of  which  Mr.  Henry  O.  Havemeyer  was 
president,  and  in  which  companies  the  stockholders  were  identical, 
went  into  the  "trust"  at  a  combined  valuation  of  twenty  millions, 
from  which  15  per  cent,  or  three  millions,  were  deducted. 

The  Brooklyn  Sugar  Refining  (^o.  went  into  the  combination  at  an 
agreed  gross  ^aluation  of  more  than  $4,000,000  (net,  with  15  per 
cent  deducted,  $3,612,500),  but  the  present  valuation  placed  by  the 
American  Sugar  Refining  Co.  on  the  physical  properties  of  the  three 
last-named  companies,  which  went  m  at  a  combined  valuation  of 
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124,000,000,  is  but  $12,000,000,  although  the  real  estate  of  these 
concerns  has  enhanced  enormously  in  value  since  1887  and  the  re- 
tinery  has  been  improved  and  enlarged,  being  the  largest  and  best 
rehnery  ot  the  American,  at  great  expense. 

Your  committee  confidently  submits  from  the  above  instances  that 
Its  estimate  m  an  earher  part  of  this  report  that  of  the  nominal  fifty 
millions  ol  capital  of  the  old  refineries  company  not  over  twenty  to 
twenty-five  millions  was  real  value,  the  balance  being  "water." 
^  The  capital  of  the  American  Co.,  organized  in  1891,  was  also 
fifty  milhons,  half  common  and  half  preferred.  It  appears  to  have 
taken  over  the  properties  of  the  Sugar  Refineries  Co.  at  a  ratio  of  par, 
or  somewhere  near  that  figure.  At  par,  according  to  the  testimony  of 
Mr.  Heike.  (Hearings,  p.  187.)  At  something  a  little  less  than  that 
figure,  according  to  Mr.  Atkins  (hearings,  p.  118),  issuing,  pro  rata, 
about  forty-two  millions  of  its  stock  in  place  of  the  forty-seven 
millions  actually  issued  by  the  refineries  company. 

So  that  the  American  inherited  from  its  predecessor,  the  Sugar 
Refineries  Company,  most,  if  not  all,  of  the  water  that  had  been  so 
liberally  pumped  into  the  stock  of  the  latter  company. 

In  1892  the  American  increased  its  capital  stock  from  fifty  to 
seventy-five  millions,  using  the  increase  to  purchase  its  Philadelphia 
and  Baltimore  competitors,  as  already  outlined  in  this  report. 

It  paid,  in  stock,  $10,000,000  for  the  Spreckels  plant  that  had  cost 
only  four  and  a  half  millions  in  cash.    (Hearings,  p.  2347.) 

The  Franklin,  that  was  not  worth  over  five  millions  at  the  outside, 
and  probably  less  (Hearings,  p.  1377-L378),  was  bought  for  ten 
millions  in  stock.  It  is  worthy  of  note  that  at  the  time  of  these 
transactions,  or  during  the  same  year  at  least,  common  stock  of  the 
American  sold  as  high  as  114  and  preferred  as  high  as  107.  So  it 
appears  that  up  to  its  seventy-five  millions  capital  mark  the  American 
Co.  easily  maintained  its  inherited  ratio  of  two  dollars  of  stock  to  one 
of  real  value. 

So  far  as  we  have  been  able  to  discover,  the  further  increase  of  stock 
of  the  American  in  1901  from  seventy-five  to  ninety  millions  was  not 
marked  by  anything  like  the  same  degree  of  oVerpajnnent  by  the 
American.  The  mania  for  overcapitalization  seems  to  permeate  the 
sugar  industry  in  every  direction.  The  American,  with  its  stock 
originally  4Q  to  50  per  cent  water,  has  paid  the  following  dividends 
since  its  organization. 

On  preferred  stock  (one-half  of  whole)  7  per  cent  from  1891  to 
date.     (Hearings,  p.  2523.) 

On  common  stock  (one-half  of  whole) : 

Per  cent. 

189] 8 

1892 9 

1893 23 

3894-1899 12 

1900 ' 6i 

1901-1910 7 

In  other  words,  from  1891  to  date  the  preferred  has  paid  7  per  cent 
and  the  common  has  averaged  9.4  per  cent,  or  both  have  averaged 
8.2  per  cent  on  the  whole  stock  issue-;-at  least  15  per  cent  to  16  per 
cent  on  a  fair  valuation  of  the  properties  and  business. 

Now,  take  the  two  largest  competitors  of  the  American — ^Arbuckle 
Bros,  and  the  Federal. 
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1.  Arbuckle  Bros.  Mr.  John  Arbuckle  testified  that  his  firm  had 
about  $2,000,000  invested  in  the  sugar  business  (Hearings,  p.  2309), 
and  yet  his  firm  refines  8.7  per  cent  of  the  sugar  consumed  in  the 
United  States  (Hearings,  p.  43). 

Even  if  it  be  considered  that  the  American,  directly  and  indirectly, 
controls  about  63  per  cent,  as  pointed  out  in  another  part  of  this 
report,  instead  of  42.14  per  cent;  as  claimed  by  that  company,  then 
Arbuckle  Bros,  refine  more  than  one-eighth  of  the  amount  refined 
by  the  American,  and  their  profits  ought  to  be  equivalent  to  an  8  per 
cent  return  on  a  capital  of  $11,250,000,  or  at  least  40  per  cent  per 
annum  on  their  actual  investment. 

2.  The  Federal  Sugar  Kefining  Co.  It  has  the  following  capital 
stock:  Preferred  stock,  $3,322,680;  common  stock,  $6,677,320. 
(Hearings,  p.  2521.) 

The  actual  amount  originally  invested  in  the  refinery  was  from 
three  to  three  and  one-half  millions,  the  proceeds  of  the  sale  of  the 
preferred  stock  (Hearings,  p.  2219),  common  stock  being  issued 
entirely  as  a  bonus.  Since  then  the  profits  of  the  business  have  been 
invested  in  the  enlargement  and  improvement  of  the  plant  until  from 
six  to  seven  millions  are  invested  therein.  (Hearings,  p.  2360.)  The 
preferred  stock  has  paid  6  per  cent  interest  from  the  beginning,  and 
up  to  the  close  of  this  hearing  no  dividend  had  ever  been  declared  on 
the  common  stock,  the  policy  of  the  company  being  to  put  the  profits 
back  in  the  business.     (Hearings,  p.  2220.) 

The  preferred  at  the  close  of  our  hearings  sold  for  about  95  or  96 
(it  was  originally  sold  at  95)  and  the  common  about  45.  In  other 
words,  in  eight  years  of  operation  it  has  paid  6  per  cent  on  the  actual 
investment  and  almost  doubled  the  investment. 

Nor  have  the  beet  factories,  as  already  stated,  escaped  over- 
capitalization. Mr.  Oxnard's  estimate  of  the  cost  of  equipping  a 
first-class  beet  factory  was  $1,000  per  ton  of  daily  slicing  capacity. 
(Hearings,  p.  376.)  He  finally  increased  that  estimate  by  25  per 
cent  to  include  all  the  latest  improvements  and  processes.  (Hear- 
ings, p.  380.)  Mr.  Hathaway,  of  the  Michigan  Sugar  Co.,  also  esti- 
mated it  at  $1,000  per  ton;  but  Mr.  Warren,  of  the  same  company, 
fb^ed  it  at  $1,500  per-ton  where  the"  latest  improved  machinery  was 
included.  (Hearings,  pp.  736,  747.)  Mr.  Morey  estimated  it  at 
$1,500  per  ton  (Hearings,  p.  908)  and  Mr.  Nibley  at  $1,000  per  ton. 
Taking  the  mean  between  the  two  extremes  of  these  estimates, 
which  takes  us  exactly  to  Mr.  Oxnard's  revised  figures  and  places  it  at 
$1,250  per  ton,  and  what  do  we  find  ?  The  beet  companies  combined 
have  a  daily  slicing  capacity  of  48,650  tons.  (Hearings,  p.  1690.) 
Multiply  that  figure  by  $1,250  and  we  have  $60,712,500;  but  these 
beet  companies  are  capitalized  at  more  than  $104,000,000.  (Hear- 
ings, pp.  368  and  1890.) 

STOCK  JOBBING   BY   "INSIDERS." 

We  have  already  pointed  out  how  the  properties  of  Havemeyer  & 
Elder  and  of  De  Castro  &  Dormer  went  into  the  sugar  refiners'  trust 
of  1887  at  a  valuation  of  twenty  millions,  though,  even  to-day,  after 

1 J  property  has  been  much  improved,  the  Brooklyn  Sugar  Refinery 
added  thereto  large  sums  spent  for  its  enlargement,  and  its  real  estat© 
enormously  enhanced  in  value,  it  is  not  worth  more  than  twelve  mil- 
hons,  even  accordmg  to  the  physical  valuations  of  the  American  Co. 
When  to  the  twenty  millions  allowed  for  the  two  companies  above 
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named  are  added  four  millions  for  the  Brooklyn,  it  will  be  readily- 
Seen  that  Mr.  Henry  O.  Havemeyer,  who  organized  the  trust  and  who 
dominated  it  up  to  his  death,  in  December,  1907,  must  have  gotten  at 
least  three  for  one  for  the  property  he  put  into  the  original  combi- 
nation, and  must  have  put  several  miUions  of  clear  profit  into  his  own 
pocket  at  the  very  begmning  of  its  organization. 

ir'^i.?!^  j^i*^*^  American  purchased  the  Spreckels  Sugar  Refining  Co., 
of  Philadelphia,  paying  for  the  property  that  had  cost  and  was  worth 
only  about  four  and  one-half  millions,  ten  milhons  in  stock  that  was 
undoubtedly  sold  for  considerably  above  par. 

Shortly  before  the  American  made  this  purchase,  Henry  O.  Have- 
meyer, its  president  and  one  of  its  directors,  and  T.  A.  Havemeyer  and 
John  iE.  Searles,  officers  and  directors  of  the  American,  bought  at 
par,  individually,  from  Mr.  C.  A.  Spreckels  (the  elder)  45  per  cent  of 
the  stock  of  the  Spreckels  Co.  for  $2,250,000;  Mr.  H.  0.  Havemeyer 
taking  three-eighths  of  the  above  amount,  or  $843,750;  Mr.  T.  A. 
Havemeyer,  the  same  amount,  $843,750,  and  Mr.  John  E.  Searles, 
$562,600.  (Hearings,  p.  2203.)  Within  six  or  seven  months  these 
officers  of  the  American  more  than  doubled  this  money  by  selliug 
their  own  company,  at  two  for  one,  the  stock  they  thus  acquired, 
receiving  therefor  stock  in  the  American  that  sold  for  at  least  106  for 
preferred  and  1 14  for  common  per  share. 

It  is  hardly  possible  that  either  of  the  Havemeyers  cleared  less  than 
a  million  dollars,  or  Searles  less  than  three-quarters  of  a  million,  on 
this  transaction,  which  appears  to  have  cost  the  American  and  its 
"outside"  stockholders  several  millions  more  than  it  should  have  cost. 

During  the  same  year,  1892,  the  American  bought  out  the  Franklin 
Sugar  Refining  Co.,  of  Philadelphia,  paying  for  that  concern,  that 
had  not  cost  and  was  not  worth  more  than  five  millions  at  the  very 
outside,  ten  millions  in  stock  of  the  American,  worth  more  than  par, 
as  already  stated. 

It  seems,  however,  that  before  this  trade  was  made,  Henry  O. 
Havemeyer  individually  contracted  with  Charles  C.  Harrison,  acting 
for  the  Franklin,  to  take  over  from  Harrison  and  his  associates  one-half 
of  the  common  and  one-half  of  the  preferred  stock  that  Harrison  and 
his  associates  were  to  receive  from  the  American  Sugar  Co.,  at  80 
per  share,  both  for  common  and  preferred.  Mr.  Havemeyer  bought 
American  stock  (one-half  preferred  and  one-half  common)  of  the 
par  value  of  five  millions  for  four  millions  cash. 

For  the  year  1892  the  preferred  stock  of  the  American  Sugar  Refining 
Co.,  paid  a  7  per  cent  dividend  and  the  common  a  dividend  of  9  per 
cent  and  23  per  cent  for  1893,  and  during  the  same  year,  1892,  com- 
mon sold  as  high  as  106  and  preferred  as  high  as  114.  It  is  therefore 
probable  that  Mr.  Havemeyer  individually  cleared  rather  more  than  a 
million  doUars  on  this  single  transaction.  While  it  is  true  that  Mr, 
Havemeyer  "retired  from  the  meeting"  when  these  Philadelphia  trans- 
actions were  consummated  by  the  American's  board  of  directors, 
stating  that  he  was  personally  interested  (hearings,.  p_.  2346),  yet  it 
is  not  probable  that  his  influence  was  absent  or  that  his  fellow  direc- 
tors fully  understood  the  magnitude  of  his  personal  interests,  for  on 
September  14,  1894,  we  find  them  resolving  to  agree  to  Havemeyer's 
offer  to  accept  $100,000  "for  extraordinary  services  rendered  bv 
H.  O.  Havemeyer  from  and  including  the  purchase  of  the  Philadel- 
phia and  other  refineries  to  date,"  and  directing  the  treasurer  "to 
pay  him  that  amount,  taking  his  receipt  in  full"  (hearings,  p.  2926). 
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Your  committee  believe  that  the  powers  exercised  by  the  directors 
of  this  monopoly  (as  it  was  practically  then)  are  too  great  to  be 
exercised  in  practical  secrecy  by  a  very  few  men  without  supervision 
or  publicity.  If  the  Philadelphia  refineries  could  only  have  been 
acquired  on  fair  business  terms  after  an  honest  appraisal,  would  the 
Philadelphia  owners  have  sold  ?  Would  the  president  of  the  Ameri- 
can Sugar  Refinery  and  his  board  of  directors  been  so  anxious  to  buy  ? 
Would  the  capital  stock  of  the  company  have  been  loaded  with  the 
$10,000,000  of  bonus  which  went  to  the  parties  participant?  Would 
the  American  Sugar  Refining  Co.  have  swelled  to  such  menacing  pro- 
portions? Would  public  suspicion  have  been  aroused?  Would  the 
price  of  sugar  have  been  so  well  maintained  at  all  times?  Would 
speculations  in  sugar  stock  in  the  market  have  been  made  so  interest- 
ing to  persons  knowing  nothing  of  the  sugar  business  ?  In  short, 
would  there  be  in  the  United  States  so  many  and  so  big  trusts  if  the 
neglect  of  the  Government  to  assert  its  authority  did  not  give  free 
hand  to  the  overcapitalization  of  business  enterprises  and  the  subse- 
quent unloading  on  the  investing  public? 

In  1900  James  H.  Post,  acting  for  and  in  conjunction  with  Henry 
O.  Havemeyer  and  the  American,  organized  four  competing  sugar 
refineries  located  in  and  near  New  York  City  into  the  Nation^  Sugar 
Refining  Co.  The  latter  company  was  capitahzed  at  $20,000,000, 
$10,000,000  c9mmon  and  $10,000,000  preferred.  The  $10,000,000 
preferred  possibly  represented  value  of  some  kind,  though  it  seems 
that  a  considerable  margin  was  allowed  to  the  corporations  who 
formed  it  above  real  value.  They  were  paid  in  preferred  stock  of 
the  National,  of  which  the  American  agreed  to  buy  a  little  more  than 
a  majority — something  over  $5,000,000 — thus  giving  to  the  combining 
corporations  a  little  over  haK  cash,  which  was  just  about  the  true 
cash  value  of  the  plants,  and  the  balance  slightly  under  half,  in  pre- 
ferred stock  of  the  National,  the  latter  stock  representing  the  profits 
of  those  who  went  into  the  combination.  The  testimony  tends  to 
show  that  common  stock,  $10,000,000,  was  promoter's  stock,  and 
was  issued  to — 

Henry  O.  Havemeyer  and  family $7,  600, 000 

Lowell  M  Palmer 1  000  000 

Jamea  H .  Post '  500^  000 

Washington  B.  Thomas ^ 500, 000 

John  E.  Parsons 400'  OOO 

Havemeyer  soon  acquired  all  of  the  above  either  by  purchase  or 
by  volunteer  surrender,  except  the  interest  of  Post,  who  still  claims 
his  share.  All  of  the  above  men,  except  Post,  were  at  the  time  offi- 
cers and  directors  of  the  American. 

The  above  are  the  most  glaring  instances  disclosed  by  our  record, 
in  which  the  trusted  officers  of  a  great  corporation  first  wronged 
the  public  by  overcapitalizing  the  great  enterprises  over  which  they 
preside  and  then  demanding  "reasonable  profits"  on  such  inflated 
capitalization,  have  turned  around  and  wronged  the  corporation 
itself  by  taking  for  themselves  as  individuals  profits  and  advantages 
that  they  ought  to  have  secured  for  the  corporations  of  which  they 
were  the  agents  and  trustees. 

"unloading"    on   the   INVESTING   PUBLIC. 

From  the  inception  of  the  scheme  which  resulted  first  in  the  forma- 
tion of  the  refineries  company  in  1887,  and  then  in  the  organization  of 
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^e  American  in  1891,  up  to  his  death  in  December,  1907,  Henry  O. 
Ilavemeyer  was  the  dominant  and  dominating  figure  of  the  combina- 
tion. As  has  already  been  shown,  the  two  companies  in  which  he  was 
mterested  and  of  which  he  was  the  principal  owner  got  the  hon's 
share  of  the  trustee's  certificates  of  the  refineries  company,  17  mil- 
lions. Throughout  the  Hfe  of  the  refineries  company,  and  of  the 
American,  he  dealt  in  its  stock  in  large  blocks,  buying,  as  we  have 
already  shown,  5  milhons  of  it  in  one  transaction,  when  the  Franldin 
was  purchased  from  Harrison  and  his  associates  in  1892.  And  yet, 
from  the  very  day  of  the  organization  of  the  refimers'  trust  in  1887,  he 
seerns  to  have  sold  the  trust  certificates  to  the  public  as  rapidly  as 
possible  and  he  does  not  seem  to  have  owned  any  considerable  block 
of  the  American  stock  for  any  length  of  time  (Hearings,  pp.  221-224), 
and  at  the  time  of  his  death,  according  to  the  testimony  of  the  secre- 
tary of  the  company,  he  owned  individually  only  834  shares  (Hearings, 
p.  224),  the  ownership  of  his  entire  family  being  about  2,000  shares, 
_  According  ta  the  inventory  of  his  estate  he  owned,  at  the  time  of 
his  death,  321  shares  of  American  common  stock  and  136  shares  of 
American  preferred  stock.  (Hearings,  p.  2512.)  This  ownership 
was  well  described  by  the  former  secretary  of  the  American  as  "a 
merely  nominal  amount."  "Enough  stock  to  qualify  (as  director) 
and  that  was  all  that  was  needed."  (Hearings,  p.  221.)  The  policy 
of  selling  out  the  stock  as  fast  as  possible  seems  to  have  been  adopted 
by  all  of  the  parties  that  went  into  the  combination,  with  one  excep- 
tion; for  instance,  Oxnard  Bros,  sold  as  quickly  as  possible.  (Hear- 
ings, p.  371.)     So  did  Atkins  of  the  Bay  State.     (Hearings,  p.  18.) 

The  exception  to  this  rule  seems  to  be  the  Thomas  family  of  Boston, 
now  the  largest  stockholders  in  the  American,  owning  between  one  and 
a  half  and  two  million  doUars  worth  of  the  stock.  (Hearings,  p.  2155.) 
Mr.  Charles  R.  Heike,  for  many  years  secretary  of  the  American, 
tersely  describes  the  situation  in  the  following  paragraph,  which  we 
quote  from  his  testimony  (Hearings,  p.  222) : 

It  began  almost  from  the  very  beginning.  Let  me  tell  you  about  it.  When  stock 
was  issued  in  1887  I  gave  certificates  to  each  stockholder,  and  there  were  about  200  in 
all  in  the  beginning.  The  larger  number  were  in  the  New  England  States.  These 
three  or  tour  refineries  in  Boston  had  more  stockholders  than  all  the  others  together. 
At  that  time  in  New  York  men  would  buy  railroad  stocks  and  railroad  bonds,  and 
United  States  and  city  bonds,  but  not  stocks  in  industrial  corporations.  In  the  New 
England  States,  however,  they  had  mills  and  manufacturing  plants  the  stock  of  which 
was  bought  by  the  people,  and  as  soon  as  the  property  was  organized  stockwouldbe 
sold  by  the  Havemeyers.  It  was  exchanged,  and  the  numbers  have  been  increasing 
since.  It  is  a  strange  part  of  this  remarkable  corporation,  as  it  is,  that  there  are  19,000 
stockholders. 

How  thoroughly  the  unloading  process  has  been  accomplished  is 
also  well  indicated  by  the  following  table  of  stockholders  furnished 
by  Mr.  Atkins,  chairman  of  the  board  of  directors  of  the  American 
(Hearings,  p.  45). 


30 


AMEEICAN    SUGAR  REFINING    CO.    AND    OTHERS. 


List  showing  the  number  of  stockholders  of  the  American  Sugar  Refining  Co.,  and  their 
holdings,  in  the  various  States  of  the  United  Slates  and  in  foreign  countries. 


Common  and  preferred, 


Number  of 
stockhold- 
ers. 


Share  hold- 
ings. 


Investment 

at  par  value 

of  stock. 


Percentage  of 
holdings. 


New  England  States ; 

Maine 

New  Hampshire 

Vermont 

Massachusetts 

Rhode  Island 

Connecticut 

North  Atlantic  States : 

New  York 

New  Jersey 

Pennsylvania 

Maryland 

Delaware 

Central  States : 

Ohio 

Indiana 

Illinois 

Iowa 

Wisconsin 

Minnesota 

Michigan 

Missouri 

Southern  States: 

Virginia 

West  Virginia 

Georgia 

North  Carolina 

South  Carolina 

Arkansas 

Florida 

Tennessee 

,  Mississippi 

Louisiana 

Texas 

Kentucky 

Washington,  D.  C... 
Western  States: 

Kansas 

Nebraska 

South  Dakota 

New  Mexico 

Colorado 

Utah 

Montana 

Wyoming 

Washington  (State) . 

Oregon 

California 

Foreign  countries: 

Austria 

Belgium 

Scotland 

France 

Germany 

Holland 

Italy 

England 

Wales 

Canada 

Mexico 

Panama 

Cuba 

Porto  Rico 

Hawaiian  Islands. . . 

Philippine  Islands. . 


Outstanding  scrip.. 


630 
1,318 
331 
12,264 
232 
601 

2,486 
322 
312 
103 


169 
16 
86 
14 
14 
17 
38 
55 

23 
2 

12 

13 
1 
1 

12 
6 
2 

46 
7 

12 

61 

1 
4 
3 
1 

13 
3 
2 
2 
S 
1 

76 

1 
2 
2 

20 
6 
1 
2 

21 
1 

67 
3 
1 
2 
1 
4 
2 


19,359 


16,409 
27,617 
7,432 
489,924 
12,323 
15,449 

227, 695 

12,685 

48,511 

5,113 

402 

7,733 
439 

3,284 
604 
686 
236 

1,066 

3,298 

1,021 

35 

200 

849 

4 

30 

227 

119 

60 

6,483 

22 

1,161 

2,304 

12 

282 

18 

10 

744 

64 

20 

20 

42 

18 

2,252 

160 

60 

273 

746 

305 

20 

8 

708 

1 

2,014 

39 

5 

40 

5 

84 

32 


899,992 
8 


$1,640,900 

2, 751, 700 

743,200 

48,992,400 
1,232,300 
1, 544, 900 

22,769,600 

1,268,600 

4,851,100 

511,300 

40,200 

773,300 
43,900 

328,400 
50,400 
68,600 
23,600 

106, 600 

329,800 

102,100 

3,600 

20,000 

84,900 

400 

3,000 

22,700 

11,900 

6,000 

548,300 

2,200 

116, 100 

230,400 

1,200 

28,200 

1,800 

1,000 

74,400 

6,400 

2,000 

2,000 

4,200 

1,800 

226,200 

15,000 

6,000 

27,300 

74,600 

30,600 

2,000 

800 

70,800 

100 

201,400 

3,900 

500 

4,000 

500 

8,400 

3,200 


9,999,200 
800 


63  per  cent. 


'33  per  cent. 


2  per  cent. 


li  per  cent. 


i  of  1  per  cent. 


i  of  1  per  cent. 


900,000 


90,000,000 


In  considering  this  question  one  series  of  salient  facts  deserves  to 
be  borne  constantly  in  mind : 

That  in  its  formative  period,  more  than  20  years  ago,  and  at  inter- 
vals during  the  next  15  years,  sugar-producing  plants  were  brought 
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into  the  combination  at  Taluations  which  gave  great  individual 
lortunes  to  the  promoters  and  at  the  same  time  put  upon  the  market 
stock  rejjresentmg  huge  inflations,  and  of  a  face  value  of  $90,000,000. 

That  m  process  of  time  the  few  practical  sugar  producers  who 
formed  the  corporation  generally  sold  their  stock  in  the  market  to 
people  who  took  it  from  stock-market  estimates  and  not  because  of 
any  connection  with  or  Imowledge  of  the  business  of  producing 
refined  sugar. 

That  by  this  process  a  few  large  stockholders,  probably  less  than 
50  in  all,  have  been  replaced  by  19,000  people,  of  whom  not  over 
a"  dozen  have  any  practical  knowledge  of  the  business  of  producing 
refined  sugar.  About  10,000  of  these  19,000  stockholders  are  women. 
The  whole  body  of  stockholders  are  scattered  throughout  43  States 
and  16  foreign  countries,  and  the  average  holding  of  stock  of  each 
amounts  to  $4,900  par  value. 

That  the  great  majority  of  these  stockholders  acquired  their  shares 
at  a  price  of  from  $120  to  $130  for  each  share  of  $100  par,  that  this 
share  had  cost  the  original  promoters  not  over  $50,  and  that  the 
assets  resulting  from  20  years  of  prosperous  business  are  so  large  as 
to  justify  the  conclusion  that  there  is  property  enough  behind  each 
share  of  the  stock  at  the  present  time  to  equal  the  price  paid  for  it  by 
the  present  holders.     (Testimony,  pp.  2042,  2061.) 

That  since  the  death  of  Henry  O.  Havemeyer,  about  four  years 
ago,  and  the  accession  of  the  present  stockholders  to  control,  the 
affairs  of  this  company  have  for  the  first  time  been  conducted  with 
a  fair  approximation  to  that  publicity  which  should  accompany  the 
administration  of  a  company  which  controls  so  much  of  a  great 
commodity. 

These  salient  facts  indicate  with  supreme  emphasis  the  basic  con- 
dition of  the  problem  uncovered  by  this  committee :  That  we  have  in 
this  Government  ample  machinery  for  rigid  inquisition  into  the 
property  of  these  18,000  people  and  for  suits  to  decompose  that  prop- 
erty into  its  original  parts  by  the  destruction  of  its  organization;  but 
there  is  no  arrangement  of  government  whatever  whereby  any  one  of 
these,  18,000  people  might  have  informed  himself  definitely  of  the 
hazards  into  which  he  or  she  was  buying.  A  dozen  men  may  put  off 
onto  18,000  a  colossal  speculative  enterprise,  into  the  fabric  of  which 
is  woven  all  sorts  of  trade  devices  under  suspicion  before  the  law,  and 
the  first  opportunity  any  one  of  the  18,000  has  to  know  of  this  is 
When  the  court  has  been  asked  to  act.  That  this  colossal  speculation 
has  come  through  with  success  and  to-day  stands  on  an  established 
business  basis  is  due  to  the  genius  of  its  architect  rather  than  to  any 
of  the  restraining  powers  of  society  as  expressed  in  law. 

To  summarize  this  portion  of  our  report,  we  find  strikingly  devel- 
oped in  the  sugar  industry  several  evils,  aside  from  the  primary  one 
of  stifling  competition,  which  seem  to  demand  careful  consideration 
and  remedial  legislation  by  Congress. 

1.  Original  overcapitalization  of  great  industrial  corporations 
resulting  in  increased  cost  of  production,  if  a  profit  is  to  be  made 
(as  is  always  insisted  upon)  on  the  inflated  capitalization,  and  higher 
prices  of  the  product  to  the  consuming  public. 

2.  The  temptation  of  the  persons  who  organize  and  control  these 
large  corporations  to  earn  dividends  on  watered  stock  as  soon  as 
possible,  so  that  such  stock  niay  be  unloaded  in  the  open  markets 
upon  the  investing  public.  These  dividends  can  rarely  if  ever  be 
made  without  increasing  prices  to  the  consumer. 
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3.  Exploitation  not  only  of  the  consuming  public  and  of  the  invest- 
ing public,  as  already  set  out,  but  also  of  the  corporations  themselves, 
by  their  officers,  directors,  and  trustees,  who  do  not  hesitate  to 
overburden  the  consumer,  to  deceive  the  investor,  and  to  take 
advantage  of  the  corporations  that  have  trusted  them,  whenever  it 
will  line  the  pockets  of  such  individual  trustees. 

CONCLUSION. 

While  fully  admitting  the  forcefulness  of  the  argument  in  favor  of 
the  conduct  of  the  large  industries  of  the  countries  by  powerful  and 
efficient  agencies  that  can  fully  develop  and  apply  the  economies  of 
cooperation,  yet  your  committee  finds  itself  unable  to  subscribe  to  the 
doctrine  that  the  Government  had  just  as  well  recognize  that  compe- 
tition must  give  place  to  monopolistic  combinations  and  proceed  to 
le^timatize  and  regulate  the  great  trusts. 

It  may  be  quite  true  that  large  industrial  combinations  could  pro- 
duce more  cheaply  than  smaller  and  competing  concerns;  but  as  the. 
presence  of  coiiipetition  is  of  itself  the  chief  incentive  to  cheaper 
production,  so  it  seems  to  us  that  the  absence  of  competition  is  of 
itself  an  invitation  to  sloth,  to  lax  m^ethods,  to  more  expensive  pro- 
duction that  mxore  than  counterbalances  the  advantages  resulting 
froin  cooperation.  Large  trusts,  if  they  produce  more  cheaply, 
could  sell  more  cheaply  than  smaller  and  competing  concerns,  but 
that  they  would,  unless  forced  by  law  to  do  so,  is  inconceivable. 

To  undertake  to  force  them  by  law  to  treat  the  consumer  fairly 
and  charge  hjm  only  a  reasonable  price  is,  then,  the  only  condition 
upon  which  their  continued  existence  can  be  contemplated;  and  yet 
to  adopt  that  course,  to  fix  the  price  of  commodities  by  law, 
whether  by  commissions  or  by  other  method,  would  'lothe  the  Gov- 
ernment with  dangerous  power,  rob  the  citizen  of  individuality,  and 
embark  the  Nation  into  extreme  paternalism.  Coinpetition  and  indi- 
viduality are  the  great  remedies  that  have  been  sufficient  through  aD 
the  ages  to  protect  us  from  the  evils  that  now  threaten.  We  are  not 
yet  ready  to  write  an  epitaph  over  either. 

The  Sherman  law  ought  to  be  rigidty  and  impartially  enforced.  It 
ought,  in  our  judgment,  to  be  supplemented  by  legislation  that  will 
make  its  provisions  definite  and  certain,  protect  the  consumer  and 
investor  from  the  evils  of  overcapitalization,  and  guarantee  corpo- 
rations from  exploitation  by  their  trusted  officers  and  agents  for 
their  individual  benefit  and  profit. 

As  this  matter  belongs  to  the  jurisdiction  of  a  great  standing  com- 
mittee of  the  House,  your  special  committee  will  not,  as  a  committee, 
undertake  to  present  a  bill  upon  the  subject,  or  to  further  elaborate 
the  idea  herein  suggested,  being  confident  that  the  entire  subject 
matter  will  receive  careful  and  prompt  consideration  by  the  standing 
committee  having  jurisdiction  thereof. 
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